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Crystal Lake, Illinois

Dear Board of Education & District 155 Community Members:

This Comprehensive Annual Financial Report (CAFR) of Community High School
District 155 (the district), for the fiscal year ended June 30, 2017, is hereby presented.
Submittal of this report complies with the Illinois School Code’s requirements for
timely compilation of an audited Annual Financial Report. Responsibility for both the
accuracy of the data and the completeness and fairness of the presentation rests with
the district. We believe the data, as presented, is accurate in all material aspects and
represents the financial position and results of regular operations of the district as
illustrated by the following disclosure of all financial activity of the district’s various
funds, and that such disclosures as might be necessary for the board’s and the public’s
knowledge and understanding of Community High School District 155°s financial
status have also been incorporated into this report.

The Management’s Discussion and Analysis (MD&A) immediately follows the
independent auditor’s report and provides a narrative introduction, overview, and
analysis of the basic financial statements. The MD&A should be considered a
continuation of this introductory section in the district’s effort to convey a clear and
concise overview of its financial activity throughout Fiscal Year 2017 and its
financial position as of June 30, 2017.

This CAFR is presented in three sections: introductory, financial, and statistical. The
introductory section includes this transmittal letter, the district’s organizational chart
and a list of principal officers and elected officials. The financial section includes the
independent auditor’s report on financial statements and pertinent schedules. The
statistical section includes historical, multi-year financial and demographic
information pertinent to the district’s financial condition.

Founding and Historical Chronology of the District

District 155 as we now know it evolved from a single 19" century school house into
four comprehensive high schools and one alternate education campus: Crystal Lake
Central High School, Cary-Grove High School, Crystal Lake South High School,
Prairie Ridge High School, and Haber Oaks Campus. Beginning in 1884, a single
public school, Union School, taught all Crystal Lake area elementary and high school
students. In 1907, the high school moved into its own building on the Union School
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grounds. Twelve years later, Community High School District 155 was established by a ballot
measure in December of 1919. H.A. Dean served as the district's first superintendent. Crystal Lake
Community High School opened at the current site of Crystal Lake Central High School on May
12, 1924. The school served students from Crystal Lake, Cary, Fox River Grove, and the
surrounding areas, all of whom attended Crystal Lake Community High School until 1961, when
Cary-Grove High School was opened. Crystal Lake South High School opened in 1978. At that
time, Crystal Lake Community High School became Crystal Lake Central. A fourth high school,
Prairie Ridge, opened in 1997. The district opened an alternative education campus, Haber Oaks
Campus, in 2008.

Governance
The board of education consists of seven elected officials from our community. District 155°s
current Board is comprised of:

Jason Blake First elected 2017 Term expires 2021  Vice President
Amy Blazier First elected 2015 Term expires 2019

Adam Guss First elected 2015 Term expires 2019  President
Rosemary Kurtz First elected 2015 Term expires 2019

Ron Ludwig First elected 2017 Term expires 2021

Nicole Pavoris First elected 2017 Term expires 2021

Dave Secrest First elected 2001 Term expires 2021

District Composition and Communities Served

Serving grades 9-12, each institution has full State of Illinois recognition and accreditation.
Enrollment for 2016-2017 includes 6,257 students from Bull Valley, Burton's Bridge, Cary,
Crystal Lake, Fox River Grove, Lake in the Hills, Lakewood, Oakwood Hills, Prairie Grove, and
Ridgefield. The district covers 67.75 square miles and is located approximately 45 miles northwest
of Chicago in McHenry and Lake Counties. Students come to the high schools from several public
elementary school districts including Crystal Lake District 47, Cary Community Consolidated
School District 26, Fox River Grove School District 3, and Prairie Grove School District 46.

Local Economy

The District is located in a suburban residential area serving several McHenry County
communities approximately 45 miles northwest of Chicago, Illinois. As of the 2010 census, the
median household income in the City of Crystal Lake and the Village of Cary, the District’s largest
incorporated population centers, were $87,493 and $87,138, respectively. This compares to
$77,314 for McHenry County and $55,222 for the State of Illinois. Tied to the rest of the Greater
Chicago Metropolitan Area by railway commuter lines, several major US and interstate highways
and being a short drive to O’Hare International Airport; residents of these 75% owner-occupied
homes have ready access to an abundance of employment, cultural, educational, and recreational
opportunities.

While primarily residential, the District contains established commercial and industrial segments
in both Crystal Lake and Cary. Major employment opportunities exist locally as well as
throughout the greater Chicago area. Diversity in local employers is exemplified by three of the
area’s major employers: Curran Group employs industrial/construction workers, Medtronic is a
major healthcare employer and Sage Products is a manufacturing firm.
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Retail segments in the District have continued to be stable in recent years. In 2017 the City of
Crystal Lake, Village of Cary, Village of Fox River Grove, and Village of Prairie Grove collected
a combined 0.4% more sales tax revenue than they had in 2016.

In summary, while the local economy has suffered from some of the same adverse property
valuation concerns as the rest of the nation; employment, business climate and overall economic
base within the bounds of the District have remained favorable.

Economic Outlook

Approximately 82% of the District’s operating revenue comes from local sources, and about 74%
of the District’s revenue comes specifically from property taxes. Property taxes are District 155°s
largest, most stable source of revenue. For each of the prior two years, District 155 has been able
to reduce its tax extension by holding its 2015 tax levy flat and reducing its Bond and Interest levy
in 2016. Additionally, in Tax Years 2015 and 2016, property values located within the District
boundaries increased by an average of 2.3% and 5.8%, respectively. This economic growth has
allowed the District to decrease its tax rate over the prior two years as well, from $3.095 per $100
of EAV in Tax Year 2014, to $3.026 per $100 of EAV in Tax Year 2015, and then to $2.829 per
$100 of EAV in Tax Year 2016. The District expects its tax rate to decrease again in Tax Year
2017, as EAV values are expected to continue to increase.

Being in a “tax capped” county, and subject to the provisions of the Illinois Property Tax
Extension Limitation Legislation (PTELL), the District is limited in the amount of local property
tax revenue it can collect. Tax increases for existing properties located within District boundaries
are limited to the increase in the Consumer Price Index for All Urban Consumers (CPI-U) for the
prior calendar year or 5%, whichever is less. Thus, for Tax Year 2017, District 155 may not
increase its tax extension on properties located within its boundaries by more than 2.1%.
Unfortunately, there are proposals in Springfield that would “freeze” property tax extensions for
Tax Year 2017 and Tax Year 2018. If enacted, these proposals could have a devastating effect on
District finances and programs. Therefore, such legislation is of serious concern to District
officials.

State and federal funding together constitute the remaining 18% of the district’s revenue sources
with 15% originating from the state and 3% from federally funded programs. Last year, the State
of Illinois increased its income tax rate in an effort to pay down its backlog of unpaid bills, totaling
billions of dollars. This was welcome news to local governmental agencies who are owed money
by Illinois. Additionally, in August, the state overhauled the state education funding formula,
budgeting $350 million more to school districts for the 2017-2018 School Year than the prior year.
That is good news for District 155. However, state proposals to further limit property tax
extensions as well as state proposals to pass pension obligations from the state to local school
districts all threaten to jeopardize the District’s financial position should the state enact these
measures into law.

While some uncertainty exists in any funding backed by annual appropriation, the District’s
participation in federally funded programs are not of significant economic concern. First, federal
funding has been fairly consistent for the district and, second, the total amount of federal funding
(3%) does not constitute a major portion of District revenues.
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Long Term Financial Planning

Internally, District 155 conducts its long term planning and implementation process through a
seven level hierarchy to assure comprehensive input from all levels of operations. These levels
extend from the grass roots level of direct providers such as teachers, social workers, counselors
and support staff through division, building administration, activity and operations director,
educational services director, and district cabinet level reviews.
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In turn planning input is reviewed periodically on the Board Committee level with such areas of
emphasis as finance, operations, community relations, and policy.

Long term financial planning, of necessity, is an integral part of all such processes. As such it
touches staff at all levels but ultimately final recommendation and approval becomes the
responsibility of the Administrative Team and the Board of Education. To this end, 5-year fiscal
projections are generated and presented to the Board of Education every year. Additionally, many
of the District’s facilities have significant levels of deferred maintenance. As such, the District has
developed a 10-year Facilities Condition Assessment (FCA) in an effort to repair its aging
facilities. The FCA forecasts about $50 million in necessary repairs over the next 10 years. The
FCA is reviewed and updated annually.

Budgetary Controls

Budgetary control is maintained at line item levels with budget and expenditure reviews at the
department and program level, building administration level, and by the central office. In addition
proposed expenditures are presented to the Superintendent and the Board of Education on a
monthly basis for approval prior to dissemination of funds.

The objective of these budgetary controls is to ensure compliance with legal provisions embodied
in the annual appropriated budget approved by the Board of Education. Activities of the General
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Fund, Special Revenue Funds, Bond & Interest Debt Service Fund, Capital Projects Fund and
Working Cash Fund are included in the annual Board approved Budget. The level of budgetary
control is established by function and activity within each commensurate fund. The District also
maintains an encumbrance accounting system as an additional budgetary control mechanism.
Additional details on the District’s budgeting process and budgetary controls are included in the
auditor’s Notes section of this document and procedural details are covered extensively in the
District’s Business Office Procedures Manual.

All statutory requirements for the establishment, implementation and monitoring of the adopted
Annual Budget are addressed through established budgetary controls. Clearly defined written
business transaction procedures provide additional safeguards above and beyond statutory
requirements and are in alignment with generally accepted accounting practices.

Physical Schools/Campus
The physical aspects of our five locations, four comprehensive high schools and the Haber Campus
can be summarized as follows:

Crystal Lake Cary- Crystal Prairie Haber
Central Grove Lake South Ridge Oaks
Square
Feet 282,090 275,515 325,404 273,035 13,886
Capacity 2,105 2,051 2,492 1,854 80

The District continues to focus on student safety first, and then on maintaining support of student-
centered programs. The summer of 2017 focused on several projects, including replacement of the
tennis courts at Crystal Lake South, construction of a culinary arts lab at Crystal Lake South, track
resurfacing at Cary-Grove and Crystal Lake South, and Health Life Safety water line projects at
Cary-Grove. As the summer 2017 projects are being completed, design and bidding of District
construction projects for summer 2018 will be underway in the upcoming months. A
comprehensive facilities condition assessment has been completed to assist the District in
prioritizing projects for the years ahead.

Historical and Projected Student Enrollment

After peaking at 7,134 students during the 2009-2010 school year, the district’s total enrollment
has decreased for the past seven years. For the decade beginning with the 2006-2007 school year,
District 155’s enrollment has decreased by 754 students. During this period, Crystal Lake Central
High School has experienced an increase of 111 students while Cary-Grove (-184), Crystal Lake
South (-395), and Prairie Ridge (-286) have decreased. The district’s alternative education center,
Haber Oaks Campus, opened in 2008-2009 with an enrollment of 58 and currently serves
approximately 65 students annually.

Projections created by demographer Dr. John Kasarda have proven reliable to this point and
indicate a continued declining enrollment trend until 2024-2025 at which point the study projects
an enrollment of 5,255 students—a decrease of 1,879 students since the district’s peak.
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Curriculum, Courses and Programs of Study

Community High School District 155 offers more than 200 courses including 29 Advanced
Placement courses as well as dual credit and honor course offerings. Each school offers specialized
engineering courses utilizing the Project Lead the Way curriculum and a specialized business
course on entrepreneurship through Virtual Enterprises International. The schools offer four world
language courses including Chinese, French, German, and Spanish. The district also offers
comprehensive industry- and career-focused skills courses.

Advanced Placement curriculum plays an important role for students because of the district’s
strong emphasis on post-secondary education. In the 2016-2017 school year, the district’s students
took 3,545 Advanced Placement exams, with 37% of the total student population taking at least
one AP course during the year. Subject areas include English, fine arts, industry and careers, math,
music, science, social studies, and world languages. Honor scores (three or higher) were received
on 79% of these examinations.

District Employees

Reflecting the district’s focus on instruction and student services, District 155 retained 729
employees for the 2016-2017 school year including 414 teachers, 56 school and district
administrators, and 260 support staff. The district’s employees include guidance counselors, social
workers, school psychologists, school nurses, support staff, and special education services
personnel. In the core subjects, all of the district's teachers are teaching in their academic major. In
fact, more than 85% hold master's degrees or higher.
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Steve Olson Interim Superintendent

Thomas Kim Assistant Superintendent Human Resources

Jeremy Davis Assistant Superintendent Finance & Operations

Scott Shepard Assistant Superintendent Educational Services

Eric Ernd Interim Principal, Crystal Lake Central High School

Neil Lesinski Principal, Cary-Grove High School

Joshua Nobilio Principal, Crystal Lake South High School

Dr. Steve Koch Principal, Prairie Ridge High School

Jeffrey Daurer Director of Operations

Erica Bruso Director of Fiscal Services

George DiVenere Director of Technology

Shannon Podzimek  Director of Communications
Matthew Timmerman Director of Curriculum & Assessment
Kim Dahlem Director of Student Services

The above district administrators occupy key central office and building leadership positions
within the district.

District Targets: Achievement, Balance & Success for its Students

The student-centered nature of District 155 is evident in its carefully defined mission: For each
student, we will inspire a love for learning, empower the pursuit of personal aspirations, and
nurture a desire to contribute to the world. But any mission statement is little more than a hollow
declaration without targeted, clearly defined goals. The district’s targets for student achievement
are as challenging as they are specific. They can be summarized as follows:

1. Student Success
. At least 95% of earned grades will be C- or higher each semester.
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2. Social-Emotional;

. Annually, at least 97% of our students will graduate with their class and the dropout
rate will not exceed 0.4%

. The annual attendance rate will be at least 97%.

. The chronic truancy rate will not exceed 0.3%.

3. Advanced Placement

. The number of students completing AP courses will grow by 5% each year until at
least 50% of students complete one or more AP course each year.

. At least 90% of students taking an AP course will also take the course’s AP test.

. At least 78% of students taking AP tests will earn a 3, 4, or 5.

4, Educational Planning and Assessment System (EPAS)
J All students will achieve a minimum of 6 points of growth from the Explore test to
the ACT test.
o Explore to ACT growth rates for each NCLB subgroup will be higher than each
prior subgroup until the subgroup reaches six points of growth.

District Awards/Recognition

Holding administrators and staff accountable to challenging goals exemplified by those listed
above helps to provide the underpinning of District 155’s continuing regional and national
recognition as a premier high school district.

In 2017, The Washington Post named Cary-Grove High School, Crystal Lake South High School,
and Prairie Ridge High School among America’s Most Challenging High Schools. About 2,300
public and private high schools were scored, out of more than 22,000 high schools in the United
States. Additionally, Newsweek ranked Crystal Lake Central High School and Cary-Grove High
School among the best of the county. The published list includes only the top 500 public high
schools, however, all four District schools ranked in the top six percent. The College Board also
recognized the District with the AP District Honor Roll designation for the fifth consecutive year.
District 155 is the only district in Illinois, and one of 11 nationwide, that have been honored for
five consecutive years.

This 2017 graduating class upholds Community High School District 155’s long tradition of
academic excellence and is illustrative of the progress it has made toward achieving such high
achievement goals. District 155 is proud of its ninety-eight percent high school graduation rate,
much higher than the state average of eighty-six percent. Ninety-one percent of the class of 2017
continued their beyond high school at four- or two-year colleges/universities or
technical/vocational schools. In fact, sixty-two percent of those graduating from District 155 in
2017 went on to four-year colleges or universities.

Financial Recognition

The Illinois State Board of Education has given District 155 a Certificate of Financial Recognition
for each of the past 10 school years. The independently determined rating is based on fund balance
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to revenue ratio, expenditures to revenue ratio, days cash on hand, short-term borrowing, and long-
term debt. Financial Recognition is the state’s highest achievable rating when determining the
level of an Illinois public school district’s financial integrity. Concurrently, Standard & Poors, a
leading independent bond and institutional credit rating agency currently lists Community High
School District 155 as AA+—one of the highest S&P ratings awarded to public school entities in
our state.

For the fiscal year ended June 30, 2016, the District received a Certificate of Excellence in
Financial Reporting from the Association of School Business Officials (ASBO) International and a
Certificate of Achievement for Excellence in Financial Reporting from the Government Finance
Officers Association (GFOA) for its Comprehensive Annual Financial Report (CAFR).

In order to be awarded these Certificates, the District must publish an easily readable and
efficiently organized comprehensive annual financial report, whose contents conform to program
standards. Such reports must satisfy both generally accepted accounting principles and applicable
legal requirements.

Certificates of Excellence/Achievement are valid for a period of one year only. We believe that our
current report continues to conform to the Certificate requirements, and we are submitting this
report to ASBO and GFOA to determine its eligibility for the certificates.

Financial Policies/Budget Schedule

Financial policies regarding the acquisition, acknowledgement, investment, and expenditure of all
district funds have been established by the board of education. A board finance committee meets
on a regular basis to devote additional time and scrutiny of all financial operations on a policy and
oversight level. The board of education follows a budget planning schedule that extends from
October through the following June of each fiscal year and complies with all Illinois statutory
requirements including but not limited to budgeting, levying, truth-in-taxation, and proper and
complete auditing of district accounts.

Basis of Accounting and Reporting

The district reports the government-wide financial statements on the accrual basis of accounting
and the fund financial statements are prepared on the modified accrual basis. Notes to financial
statements expand upon the basis of accounting used by District 155 as well as other accounting
practices and procedures. All district funds are included in this report and have been audited by
Tighe, Kress & Orr, PC of Elgin, Illinois who has issued an unmodified (clean) opinion on the
Community High School District 155’s financial statements for the year ended June 30, 2017. The
independent auditor’s report is located at the front of the financial section of this report. The
financial statements have been prepared in accordance with the standards set forth by the
Governmental Accounting Standards Board (GASB).

Internal Controls/Cash Management

In the development of the district’s accounting system, consideration was given to the adequacy of
internal accounting controls in that they are designed to provide reasonable assurance to the
organization and community as to: 1) safeguard assets against loss from unauthorized use or
disposition, 2) provide reliability of financial records including preparation of clear and accurate
financial statements, and 3) maintain accountability in the collection, depositing and recording of
all cash and negotiable receipts as well as all other significant district financial transactions.
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Budgetary control is maintained at line item levels and consolidated into program or cost center
levels utilizing the Illinois Program Accounting Manual (IPAM) chart of accounts. All district
account activities are reconciled and reported publically on a monthly basis. Generally accepted
separation of tasks and responsibilities are implemented throughout the district in accordance with
the district’s internal control guidelines.

Concluding Statement

This Comprehensive Annual Financial Report is intended to provide the board of education, the
district’s management team, outside investors, and interested community members a thorough and
meaningful portrayal of our district’s financial condition as of June 30, 2017.

We would like to extend our appreciation to the members of the board of education, especially to
those comprising the Board Finance Committee for overseeing the fiscal operations of Community
High School District 155 in such a professional and responsible manner.

Respectfully submitted,

e E Dl

Steve Olson
Interim Superintendent

G-M

Jeremy Davis
Assistant Superintendent of Finance and Operations

Sor B

Erica Bruso
Director of Fiscal Services
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Certified Public Accountants

Independent Auditor’s Report

To the Board of Education of
Community High School District 155
Crystal Lake, IL

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of Community High School District 155 as of and for the
year ended June 30, 2017, 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 accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

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

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate
remaining fund information of Community High School District 155, as of June 30, 2017, and the
respective changes in financial position for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis, Budgetary Comparison Schedule, Multiyear Schedule of Changes in Net
Pension Liability and Related Ratios, Multiyear Schedule of Contributions - Illinois Municipal
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Retirement Fund, Schedule of Employer’ Proportionate Share of Net Pension Liability, Schedule of
Employer Contributions — Teacher’s Retirement System, and Schedule of Funding Progress - Other Post
Employment Benefits, on pages 3 through 13 and 51 through 58 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted
of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements,
and other knowledge we obtained during our audit of the basic financial statements. We do not express
an opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Community High School District 155’s basic financial statements. The
introductory section, combining and individual nonmajor fund financial statements, additional
supplementary information, and statistical section are presented for purposes of additional analysis and
are not a required part of the basic financial statements. The schedule of expenditures of federal awards
is presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations
(CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards, and is also not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements, schedule of expenditures of federal
awards, and additional supplementary information are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the combining and individual nonmajor fund financial statements, schedule of expenditures of federal
awards and additional supplementary information are fairly stated, in all material respects, in relation to
the basic financial statements as a whole.

The introductory and statistical sections 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 2,
2016, on our consideration of Community High School District 155°s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contacts, 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 results 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 Community
High SchoolE,i?tict 155’s internal control over financial reporting and compliance.

Elgin, IL ) ¢ JM, PL.

November 13, 201
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Community High School District No. 155
Management’s Discussion and Analysis
For the Year Ended June 30, 2017

The management’s discussion and analysis of Community High School District No. 155’s (the
District) financial performance provides an overall review of the financial activities for the fiscal
year ended June 30, 2017. The intent of this discussion and analysis is to look at the School
District’s financial performance as a whole; readers should also review the transmittal letter,
basic financial statements, and notes to the basic financial statements to enhance their
understanding of the District’s financial performance.

Financial Highlights

o GASB 75 was implemented during this fiscal year. The implementation resulted in a net
decrease of $446,829 to the beginning net position.

o The assets and deferred outflows of resources of Community High School District No.
155 exceeded its liabilities and deferred inflows of resources at the close of the fiscal year
by $109,772,259 (net position). Of this amount, $36,318,616 (unrestricted net position)
may be used to meet the District’s ongoing obligations.

o The District’s total net position increased by $4,495,674 during fiscal year 2017 as
reported in the Statement of Activities. Contributing to this increase is an increase in
general state aid as well as a large amount of capital outlay expenditures that are not
considered expenses on the government-wide financial statements.

o The District had $135,518,279 of expenses related to government activities; only
$49,966,611 of these expenses were offset by program specific charges for services,
grants or contributions. General revenues (primarily property taxes, general state aid and
investment earnings) of $90,046,342 were adequate to provide for these programs.

o As of the close of fiscal year 2017, the District’s governmental funds reported combined
ending fund balances of $55,139,268, a decrease of $5,186,519 in comparison to the prior
year.

o At the end of fiscal year 2017, the unassigned fund balance was $35,175,707 which is
24.2 percent of the total governmental funds expenditures.

Overview of the Annual Financial Report

This annual report consists of a series of financial statements and notes to those statements.
These statements are organized so the reader can understand the District as a financial whole, an
entire operating entity. This discussion and analysis is intended to serve as an introduction to the
District’s financial statements. Those statements are comprised of the following components: 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements. This report also contains required supplementary information as well as combining
and individual fund financial statements.



Community High School District No. 155
Management’s Discussion and Analysis
For the Year Ended June 30, 2017

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad
overview of the District’s finances using the accrual basis of accounting. Under the accrual basis
of accounting, revenues are recognized when earned, if measurable, and expenses are recognized
as incurred, regardless of the timing of the related cash flows.

Statement of Net Position: The statement of net position presents information on all of the
District’s assets and liabilities, with the difference between the two reported as net position. Over
time, increases or decreases in net position may serve as a useful indicator of whether the
financial position of the District is improving or deteriorating.

Statement of Activities: The statement of activities presents information that shows how the
District’s net position changed during the most recent fiscal year. All changes in net position are
reported as soon as the underlying event giving rise to the change occurs, regardless of the
timing of the related cash flow. Thus, revenues and expenses are reported in this statement for
some items that will only result in cash flows in future fiscal periods (e.g. uncollected taxes and
earned but unused vacation leave). Also included is activity related to the acquisition and
depreciation of capital assets, as well as changes in long-term debt.

Both of the government-wide financial statements distinguish functions of the District that are
principally supported by taxes and intergovernmental revenues (governmental activities).
Governmental activities include instruction, support services, operations and maintenance,
transportation, food services, and certain other activities and expenses such as payments to other
districts and governmental units, and interest and fees.

The government-wide financial statements can be found on pages 14 and 15 of this report.
Reporting of the School District’s Most Significant Funds

Fund Financial Statements: A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The
District, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the District can be
divided into two categories: governmental funds and fiduciary funds.

Governmental Funds: Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on
balance of spendable resources available at the end of the fiscal year. Such information may be
useful in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the District’s near-term
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Community High School District No. 155
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financing decisions. Both the governmental fund Balance Sheet and the governmental fund
Statement of Revenues, Expenditures, and Changes in Fund Balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities. The
governmental fund financial statements can be found on pages 16 and 18 of this report.

The District maintains seven individual governmental funds. Information is presented separately
in the governmental fund balance sheet and in the governmental statement of revenues,
expenditures, and changes in fund balances for the District’s major fund. The District has one
major fund, the General Fund, (comprised of the Educational, Operations and Maintenance, and
Working Cash Accounts). All other non-major Governmental Funds are combined and presented
in one column. Individual fund data for each of the non-major governmental funds is provided in
the form of combining and individual statements elsewhere in this report.

The basic fund financial statements can be found on pages 16 through 19 and the required
supplementary information can be found on page 51 through 58 of this report.

Fiduciary Funds: The District also maintains fiduciary funds in the form of agency funds,
which are used to account for resources - exclusively cash - held by the District for the benefit of
student groups. Fiduciary funds are not reflected in the government-wide financial statements
because the resources of those funds are not available to support the District’s own programs.
The fiduciary funds also use the modified accrual basis of accounting. The fiduciary fund
Statement of Assets and Liabilities can be found on page 20 of this report.

Notes to the Financial Statements: The notes to the financial statements provide additional
information that is essential to a full understanding of the data provided in the government-wide
and fund financial statements. The notes to the financial statements can be found on pages 21
through 50 of this report.

Required Supplementary Information: The required supplemental information is presented
concerning the District’s General Fund budgetary schedule, the IMRF (Illinois Municipal
Retirement Fund) and TRS (Teacher’s Retirement System) pension schedules and other post-
employment benefits schedule. The District adopts an annual appropriated budget for all of its
governmental funds. A budgetary comparison schedule has been provided for the General Fund
to demonstrate compliance with this budget. The IMRF and TRS pension schedules have been
provided to present IMRF and TRS’s progress in funding its obligation to provide pension
benefits to District employees. The other post-employment benefits schedule provides progress
for funding the District’s other post-employment benefits plan. Required supplementary
information can be found on pages 51 through 58 of this report.

Combining and Individual Fund Statements and Schedules: The combining and individual
fund statements and schedules are presented immediately following the required supplementary
information. Combining and individual fund statements and schedules can be found on pages 59
through 89 of this report.
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Government-Wide Financial Analysis

The following tables present current year data in comparison to data from the previous year.

Statement of Net Position: The following table reflects the condensed statement of net position.

Condensed Statement of Net Position

Governmental Activities

2016 2017

Assets and Deferred Outflow of Resources:

Current Assets 152,828,325 $ 145,844,134

Capital Assets 73,962,701 82,149,148
Total Assets 226,791,026 227,993,282

Deferred Outflow of Resources 4,605,042 6,008,151

Total Assets and Deferred Outflow of Resources 231,396,068 $ 234,001,433
Liabilities and Deferred Inflows:

Short-term Liabilities 16,384,484 $ 13,598,409

Long-term Liabilities 27,794,532 30,480,499
Total Liabilities 44,179,016 44,078,908

Deferred Inflows of Resources 81,492,638 80,150,266
Total Liabilities and Deferred Inflows of Resources 125,671,654 124,229,174
Net Position:

Net Investment in Capital Assets 63,818,365 64,178,745

Restricted 10,012,643 9,274,898

Unrestricted 31,893,406 36,318,616
Total Net Position 105,724,414 109,772,259
Total Liabilities, Deferred Inflows, and Net Position $ 231,396,068 $ 234,001,433

Assets and Deferred Qutflow of Resources: Current assets consist of cash and investments,
property taxes receivable, grants-in-aid and other receivables. Capital assets include land,
buildings and improvements, and equipment.

Changes to Assets and Deferred Outflow of Resources: For the year ended June 30, 2017,
total assets and deferred outflows increased $2,605,365 to a total of $234,001,433. Current assets
decreased $6,984,191 to $145,844,134. Within current assets, cash and investments decreased
$7,212,647 due to capital projects spending. Property taxes receivable decreased $1,317,435 due
to timing differences of when payments were received between the 2015 and 2016 levy. Grants
receivable increased $1,301,154 due to payment timing differences. Capital assets increased
$8,186,447 due to capital asset acquisitions during the year.
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Liabilities and Deferred Inflow of Resources: Short-term liabilities include accounts payable,
claims payable, accrued salaries, and bond payments due within one year. Deferred revenue
consists of property taxes levied and owed to the District but not earned as of year-end. Long-
term liabilities consist of bonds payable due in more than one year.

Changes to Liabilities and Deferred Inflow of Resources: For the year ended June 30, 2017,
total liabilities and deferred inflows decreased $1,442,480 to a total of $124,229,174. Short-term
liabilities decreased $2,786,075 to $13,598,409. Within short-term liabilities, accounts payable
decreased $2,236,867 due to a decrease in construction bills payable at year-end primarily due to
a significant reduction in construction projects between summer 2016 and summer 2017. The
portion of the bond payment due within one year decreased by $1,460,000 due to the Series
2014A Bonds being fully retired in fiscal year 2017. Property taxes levied for a future period
decreased by $735,285 to $72,598,089. This change is a result of a decrease in the levy
requirement for the District’s debt service payment. There was also a $1,343,595 increase in
long-term liabilities and deferred inflows which primarily consist of the increase in net pension

liability.

The Statement of Net Position can be found on page 14 of this report.

Statement of Activities: The following table reflects the condensed statement of activities.

Condensed Statement of Activities

Governmental Governmental
Activities Activities
6/30/2016 6/30/2017
Revenues
Program Revenues
Charges for services 4,332,603 4,033,238
Operating grants and contributions 21,787,552 45,902,278
Capital grants and contributions 131,594 31,095
General revenues
Property taxes 73,217,472 73,223,779
Payments in lieu of taxes 1,247,658 1,378,016
General state aid 11,268,577 12,466,078
Investment earnings 205,012 449,658
Other general revenues 2,160,779 2,528,811
Total revenues 114,351,247 140,012,953
Expenses
Instruction 57,445,114 56,278,718
Support services 47,921,522 39,508,591
Community services 1,875 1,023
Payments to other governmental units 994,375 273,002
State on-behalf contributions to TRS 14,681,035 38,891,040
Interest and fees on debt 615,699 565,905
Total expenses 121,659,620 135,518,279
Change in net position (7,308,373) 4,494,674
Net position, beginning of year 113,032,787 105,724,414
Prior Period Adjustment - (446,829)
Net position, end of year 105,724,414 109,772,259
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Revenue: The majority of the revenue for the District is generated through property taxes. For
the year, approximately 52.3 percent (72.4 percent excluding state on-behalf contributions to
TRS) of total revenue was generated through property taxes. The District also relies on State and
Federal Grants to fund the educational programs. For the year, approximately 32.8 percent (6.9
percent excluding on-behalf) of total revenue was obtained through operating grants and
contributions. The large increase in operating grants and contributions is due to the large increase
in on-behalf payments from the state in the current fiscal year.

Expenses: The largest expenditure for the District is the teaching of pupils (instructional costs).
Direct instructional costs accounted for 41.5 percent (58.2 percent excluding on-behalf) of the
total expenses for the year. The cost of providing administrative, technical (such as guidance and
health), and logistical support to facilitate and enhance instruction (support services) accounted
for 29.2 percent (40.9 percent excluding on-behalf) of total expenses. The decrease in support
expenses as compared to last year was mainly due to significant deferred maintenance projects
undertaken in fiscal year 2016 which were considered support services expenses rather than
additions to capital assets in that year. In contrast, the construction projects completed in fiscal
year 2017 were determined to be capital in nature. Therefore those costs were classified as
additions to capital assets and depreciated rather than being shown as current expenses.

Net Position: The net position as of June 30, 2017 was an increase of $4,494,674 from the June
30, 2016 end of year net position. This increase was primarily due to significant capital asset
additions (referenced above) made during the year which were in excess of annual depreciation
expense. As can be seen in more detail on page 19, the net change in total fund balances was a
decrease of $5,186,519. However, capital outlay expenditures resulting in assets during the year
were $10,613,201. These capital expenditures are not shown as expenses on the Statement of
Net Position. Rather, they are added to capital assets and depreciated over time. The Statement
of Activities can be found on page 15 of this report.

Governmental Funds Financial Statements

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. The focus of the District’s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the District’s financing requirements. In particular, unrestricted
fund balance may serve as a useful measure of a government’s net resources available for
spending at the end of the fiscal year.

Governmental Funds Financial Analysis

Fund Balances: As of the end of the current fiscal year the District’s governmental funds
reported combined ending fund balances of $55,139,268, a decline of $5,186,519 in comparison
with the previous fiscal year. Of this change, an increase of $296,085 occurred in the General
Fund while non-major Funds accounted for a decrease of $5,482,604. Restricted, assigned, or
nonspendable amounts in fund balances total $19,963,561 or 36.21 percent of the total amount in
fund balance, including $5,420,281 for construction. The overall change in fund balances
decreased due to capital projects taking place during the year. All funds had positive fund
balances as of June 30, 2017.
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The General Fund is the primary operating fund of the District. At the end of the current fiscal
year, unassigned fund balance of the General Fund was $35,175,707. As a measure of the
General Fund’s liquidity, it may be useful to compare unassigned fund balance to total fund
expenditures. Unassigned fund balance represents 27.9 percent (40.3 percent excluding on-
behalf) of total General Fund expenditures.

The Combining General Fund Balance Sheets by Account can be found on page 59 of this report.

Statement of Revenues: The following is the analysis of revenues for the past two years for the
governmental activities of the District.

Comparative Summary of Revenues
Governmental Funds
For the Fiscal Years Ending June 30,

Increase
(Decrease) %
2016 2017 2016 to 2017 Change
Property taxes $ 73217472 § 73,223,779 $ 6,307 0.01%
Payments in lieu of taxes 1,247,658 1,378,016 130,358 10.4%
Earnings on investments 205,012 449,658 244,646 119.3%
Other local revenue 7,378,856 7,063,907 (314,949) -4.3%
General state aid 11,268,577 12,157,860 889,283 7.9%
Restricted state aid 3,864,122 4,253,140 389,018 10.1%
Restricted federal grants 2,488,515 2,595,553 107,038 4.3%
On-Behalf payments 14,681,035 38,891,040 24,210,005 164.9%

$ 114,351,247 § 140,012,953 $ 25,661,706 22.4%

The most significant revenue source for all funds during fiscal year 2017 continues to be
property taxes. Property tax revenue was essentially unchanged from the previous year due to the
Board of Education’s decision to levy the same amount in tax year 2015 as was levied in tax year
2014.

Payments in lieu of taxes primarily come from Corporate Personal Property Replacement Taxes.
This revenue source fluctuates with the general economic conditions prevalent in the State.

Earnings on investments increased due to increased interest rates in the marketplace.

Unrestricted General State Aid is distributed to school districts in Illinois on the basis of
weighted average daily student attendance, state funding, and the amount of the local District's
equalized assessed valuation for the previous year. The increase in general state aid is attributed
to an increase funding to the District by the State of Illinois as a redult of the State increasing its
funding level to all school districts from 92 percent of the calculated funding amount to 100
percent.

On-behalf Teachers’ Retirement System (TRS) payments credited from the State increased due
to new calculations used due to changes in actuarial assumptions. This represents monies
allocated to the TRS by the State, on behalf of the District, as the State’s contribution to the
retirement system. There is an offsetting expenditure totaling this exact amount to reflect
payment to TRS by the State. Payment was made to TRS directly by the State, on the District’s
behalf.

9-



Community High School District No. 155
Management’s Discussion and Analysis
For the Year Ended June 30, 2017

Statement of Expenditures: The following is the analysis of expenditures for the past two years
for the governmental activities of the District.

Comparative Summary of Expenditures
Governmental Funds

For the Fiscal Years Ending June 30,

Increase
(Decrease)
2016 2017 2016 to 2017 % Change
Instruction $ 56,822,102 $ 55,847,597 $ (974,505) -1.7%
Support services 34,952,870 36,348,320 1,395,450 4.0%
Community services 1,875 1,023 (852) -83.3%
Payments to other governmental units 994,375 273,002 (721,373) -264.2%
On-Behalf payments by state to TRS 14,681,035 38,891,040 24,210,005 164.9%
Debt service — principal and interest 3,001,787 2,869,026 (132,761) -4.4%
Capital outlay 12,288,200 10,969,464 (1,318,736) -10.7%
Total $ 122,742,244 § 145,199,472 § 22,457,228 18.3%

Instructional costs remained fairly consistent, only decreasing by 1.7 percent when compared to
fiscal year 2016.

Support Services costs increased by 4.0 percent when compared to fiscal year 2016. This is
largely due to an increase in data processing costs, including significant purchases of
Chromebooks for the District’s 1:1 technology initiative.

The decrease in payments to other governmental units resulted from the movement of students
requiring special services from the Special Education District of McHenry County (SEDOM) to
internally provided services.

On-behalf Teachers’ Retirement System (TRS) payments credited from the State increased due
to new calculations used due to changes in actuarial assumptions. This represents monies
allocated to the TRS by the State, on behalf of the District, as the State’s contribution to the
retirement system. There is an offsetting revenue totaling this exact amount to reflect payment to
TRS by the State. Payment was made to TRS directly by the State, on the District’s behalf.

Debt service expenditures decreased consistent with the schedule of the outstanding debt.

Capital outlay decreased by 10.8 percent mainly due to fewer capital projects undertaken in
Summer 2017 than were undertaken in the 2015 and 2016 summers.
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Budgetary Highlights

The District’s budget is prepared in accordance with Illinois law and is based on accounting for
transactions on the modified accrual basis of accounting. A budget to actual schedule is provided
as required supplementary information for the General Fund. Significant actual differences
compared the original and final budget are discussed below:

Original and Actual
Final Budget Results Reason for Difference

Revenues:

General Fund
General State Aid differences are due to a
change in deposit allocation between the funds
General state aid 9,526,000 7,842,860 than was originally budgeted. The overall
increase in general state aid is due to an increase
in the funding proration from the State.

Transportation Fund
General State Aid differences are due to a
change in deposit allocation between the funds
General state aid - than was originally budgeted. The overall
1,000,000 . . ot .
increase in general state aid is due to an increase
in the funding proration from the State.

Capital Project Fund
General State Aid differences are dueto a
change in deposit allocation between the funds

General state aid 316,000 4,315,000 Fhan was.ongmally budge'teq. The overa!l
increase in general state aid is due to an increase
in the funding proration from the State.
Expenditures:
Capital Project —
Life Safety Fund

Support Services

The difference for capital projects was due to
Capital outla the timing differences between anticipated and
p y 5,413,199 7,393,738 actual completion of work by contractors as it
relates to the June 30th cutoff.
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Capital Asset and Long-term Debt Activity

Capital Assets: The capital assets of the District are those used in the performance of general
governmental functions. They are recorded at original cost, which is considerably less than their
present replacement value. Capital assets include land, buildings and improvements and
equipment. The District’s investment in capital assets for its governmental activities at year end
totaled $82,149,148 (net of accumulated depreciation). Additions to capital assets were
$14,767,008. Fixed asset disposals of $5,205,547 took place during the year, which was mainly
made up of changes in construction in progress. Depreciation charges of $2,426,757 were
expensed on the total capital assets during fiscal year 2017.

Additional information on the District’s capital assets can be found in Note 6 on pages 31-32 of
this report.

Debt Administration: Total District long-term debt at year-end was $30,480,499. Retirement of
debt principal and interest through debt service property taxes amounted to $2,225,000.

The year-end long-term debt is comprised of the following: $17,205,403 general obligation
bonds payable and premiums, $641,744 for other post-employment benefits payable, and
$12,633,352 for net pension (IMRF and TRS) liability outstanding.

The District has two general obligation series bonds outstanding. The District’s Series 2014A
bond has been retired as of the end of the 2017 fiscal year. The Series 2014B bonds are
scheduled to be fully retired in the fiscal year of 2034. The District’s Series 2015 bond is
scheduled to be fully retired in the fiscal year of 2035. The entire amount of the general
obligation issue is backed by the full faith and credit of the District through property taxes.

The State statutes limit the amount of outstanding debt to 6.9% of total District assessed
valuation. The District’s current debt limitation is $177,013,020, which is significantly in excess
of the District’s general obligation debt.

Additional information on the District’s long-term debt can be found in Note 8 on page 33 and
34 of this report.

Conditions Expected to Have a Significant Effect on Financial Position

Enrollment: Commercial and residential growth has been somewhat stable over the past few
years. In the short term, due to the current real estate market, all types of construction have
slowed significantly throughout the District. Enrollment is also expected to decline as a result.
Presently, the District has sufficient capacity to house its projected enrollment. According to
local assessors, EAV levels are beginning to increase. However, as local and state revenue
stagnate, it will be necessary to employ cost saving measures to keep expenditures in line with
revenue.

Interest Rates: Earnings on investments for fiscal year 2017 increased since prior year. It is

anticipated that interest rates will increase, which will lead to higher levels of investment
earnings.
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Property Tax: The Property Tax Extension Limitation Law, also known as Tax Caps, has also
had an impact on the District. The tax cap legislation passed by the Illinois General Assembly for
taxing districts has limited the growth in the extended tax levy. The tax caps will affect the
District’s future levies for all non-debt related purposes. No further abatements are anticipated
for the foreseeable future. Additionally, there are proposals in Springfield that would “freeze”
property tax extensions for Tax Year 2017 and Tax Year 2018. If enacted, these proposals could
have a devastating effect on District finances and programs.

Cash Flow / Reserves: Presently, Community High School District No. 155 has sufficient cash
reserves to adequately fund District operations. For the past twenty years, there has been no need
for the District to borrow on a short-term basis to fund operations

Facilities: The District operates four comprehensive co-educational high schools and an
alternative high school, with over one million square feet under roof. Many of the District’s
facilities have significant levels of deferred maintenance. As such, the District has developed a
10-year Facilities Condition Assessment (FCA) in an effort to repair its aging facilities. The FCA
forecasts about $50 million in necessary repairs over the next 10 years. The FCA is reviewed and
updated annually.

State Revenues: State funding is an important, source of revenue, representing approximately
16.2 percent of the District’s revenue in fiscal year 2017, up from 15.2 percent of District
revenue in fiscal year 2016. However, the state continues to delay payments to most districts due
to ongoing revenue shortfalls. The State owes the District in excess of $1 million for several
programs at the end of the fiscal year.

Planning: The District has implemented a 5-year needs assessment to enable the development of
~ multi-year budget guidelines. This assessment dovetails with other existing multi-year
management and analysis tools including but not limited to the district’s Capital Improvement,
Health/Life Safety and Improvement of Instruction plans. With thoughtful control and
monitoring of its finances, the District is confident that it can continue to provide a quality
education for its students while maintaining its healthy financial position.

Requests for Information

This financial report is designed to provide a general overview of Community High School
District No. 155’s finances for all those with an interest in the District’s finances. Questions
concerning any of the information provided in this report or requests for additional financial
information should be addressed to: Assistant Superintendent of Finance, One South Virginia
Rd., Crystal Lake, Illinois, 60014.
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June 30, 2017
Governmental
Activities
Assets and Deferred Outflow of Resources
Current Assets:
Cash and investments $ 95,635,205
Property tax receivables 35,576,473
State replacement taxes receivable 217,741
Grants receivable 6,229,187
Accounts receivable 91,852
Prepaid expenses 99,472
Cash and investments - restricted for insurance 7,994,204
Total current assets: 145,844,134
Non-Current Assets:
Capital assets not being depreciated 3,361,249
Capital assets being depreciated, net 78,787,899
Total non-current assets: 82,149,148
Total Assets 227,993,282
Deferred Outflows of Resources
Employee benefits 6,008,151
Total Assets and Deferred Outflow of Resources $ 234,001,433
Liabilities and Deferred Inflow of Resources
Current Liabilities:
Accounts payable $ 3,109,625
Accrued salaries 7,095,568
Claims payable 2,628,216
Bond debt due within one year 765,000
Total current liabilities: 13,598,409
Noncurrent Liabilities
Other postemployment benefits payable 641,744
Net pension liability 12,633,352
Bonds payable, including premiums of $795,403 17,205,403
Total non-current liabilities: 30,480,499
Total Liabilities S 44,078,908
Deferred Inflows of Resources
Property taxes levied for a future period $ 72,598,089
Deferred revenue 5,273,368
Employee benefits 2,278,809
Total Deferred Inflows of Resources 3 80,150,266
Net Position
Net investment in capital assets 5 64,178,745
Restricted for
Insurance 5,934,962
Operations and maintenance -
Transportation 287,869
IMRF 2,043,392
Social security 717,019
Debt service 123,847
Construction 167,809
Unrestricted 36,318,616
Total Net Position $ 109,772,259

See accompanying notes to the basic financial statements.
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Community High School District No. 155
Statement of Activities
Year Ended June 30, 2017

Net (Expense)
Revenue and Changes
Program Revenues in Net Position
Operating Grants, Capital Grants
Charges for Contributions, and and Governmental
Functions/Programs Expenses Services Related Interest Income Contributions Activities
Governmental Activities:
Instruction 56,278,718 § 2,987,230 $ 2,433,943 § - $ (50,857,545)
Support services 39,508,591 1,046,008 4,577,295 31,095 (33,854,193)
Community services 1,023 - - - (1,023)
Payments to other governmental units 273,002 - - - (273,002)
State on-behalf contributions to TRS 38,891,040 - 38,891,040 - -
Interest and fees on debt 565,905 - - - (565,905)
Total Governmental Activities 135,518,279 $ 4,033,238 $ 45,902,278 $ 31,095 (85,551,668)
General revenues:
Taxes:
Property taxes 73,223,779
Payments in lieu of taxes 1,378,016
General state aid 12,466,078
Investment earnings 449,658
Other general revenues 2,528,811
Total General Revenues 90,046,342
Change in Net Position 4,494,674
Net position, beginning of year 105,724,414
Prior Period Adjustment (446,829)
Net position, beginning of year, restated 105,277,585
Net position, end of year $ 109,772,259

See accompanying notes to the basic financial statements.
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Governmental Funds
Balance Sheet
June 30, 2017
Major Fund
Nonmajor
General Fund Funds Total
Assets
Cash and investments $ 77,754,228 § 17,880,977 $ 95,635,205
Accounts receivable 84,464 7,388 91,852
Property tax receivables 33,093,468 2,483,005 35,576,473
State replacement taxes receivable 217,741 - 217,741
Grants receivable 3,958,436 2,270,751 6,229,187
Prepaid items 99,472 - 99,472
Cash and investments - restricted for insurance 7,994,204 - 7,994,204
Total Assets $ 123,202,013 § 22,642,121 $ 145,844,134
Liabilities, Deferred Inflows of Resources
and Fund Balances
Liabilities
Accounts payable $ 1,353,621 $ 1,756,004 $ 3,109,625
Accrued salaries 7,095,568 - 7,095,568
Claims payable 2,628,216 - 2,628,216
Total Liabilities 11,077,405 1,756,004 12,833,409
Deferred Inflows of Resources
Property taxes levied for a future period 67,542,598 5,055,491 72,598,089
Deferred revenue 3,371,869 1,901,499 5,273,368
Total Deferred Inflows of Resources 70,914,467 6,956,990 77,871,457
Fund Balances
Nonspendable 99,472 - 99,472
Restricted
Insurance 5,934,962 - 5,934,962
Operations and maintenance - - -
Transportation - 287,869 287,869
IMRF - 2,043,392 2,043,392
Social security - 717,019 717,019
Debt service - 123,847 123,847
Construction - 167,809 167,809
Committed - - -
Assigned
Transportation - 5,336,719 5,336,719
Construction - 5,252,472 5,252,472
Unassigned 35,175,707 - 35,175,707
Total Fund Balances 41,210,141 13,929,127 55,139,268
Total Liabilities, Deferred Inflows of Resources
and Fund Balances $ 123,202,013 $ 22,642,121 $ 145,844,134

Community High School District No. 155

See accompanying notes to the basic financial statements.
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Community High School District No. 155
Reconciliation of Governmental Funds Balance Sheet

to Statement of Net Position
June 30, 2017

Total fund balances - governmental funds $ 55,139,268
Amounts reported for governmental activities in the net position are different because:

Capital assets used in governmental activities are not financial resources and therefore
are not reported in the funds:

Capital Assets 120,269,985
Accumulated Depreciation (38,120,837)
Net Capital Assets 82,149,148

Some liabilities reported in the statement of activities do not require the use of current
financial resources and therefore are not reported as liabilities in governmental funds.
These liabilities consist of?

Bonds payable (17,970,403)
Net pension liability (12,633,352)
Other post employment benefit obligation (641,744)
Total long-term liabilities (31,245,499)
Deferred outflow of resources for pension are not recognized on governmental fund statement 6,008,151
Deferred inflow of resources for pension are not recognized on governmental fund statement (2,278,809)
Net position of governmental activities $ 109,772,259

See accompanying notes to the basic financial statements.
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Community High School District No. 155
Governmental Funds
Statement of Revenues, Expenditures, and Changes in Fund Balances
For the Year Ended June 30, 2017

Major Fund
Nonmajor
General Fund Funds Total
Revenues
Local sources $ 74,735,149 § 7,380,211 § 82,115,360
State sources 10,275,200 6,135,800 16,411,000
Federal sources 2,595,553 - 2,595,553
On-Behalf payments received from state 38,891,040 - 38,891,040
Total Revenues 126,496,942 13,516,011 140,012,953
Expenditures
Current:
Instruction 54,758,707 1,088,890 55,847,597
Support services 31,820,666 4,527,654 36,348,320
Community services 1,023 - 1,023
Payments to other governmental units 273,002 . - 273,002
On-Behalf payments received from state 38,891,040 - 38,891,040
Debt service:
Principal - 2,225,000 2,225,000
Interest and fees - 644,026 644,026
Capital outlay 456,419 10,513,045 10,969,464
Total Expenditures 126,200,857 18,998,615 145,199,472
Excess (deficiency) of revenues
Over (under) expenditures 296,085 (5,482,604) (5,186,519)
Net Change in Fund Balances 296,085 (5,482,604) (5,186,519)
Fund Balances at Beginning of Year 40,914,056 19,411,731 60,325,787
Fund Balances at End of Year $ 41,210,141 $ 13,929,127 $ 55,139,268

See accompanying notes to the basic financial statements.
-18-



Community High School District No. 155
Reconciliation of Statements of Revenues, Expenditures, and Changes in Fund
Balances of Governmental Funds to Statement of Activities
For the Year Ended June 30, 2017

Net change in total fund balances $ (5,186,519)
Amounts reported for governmental activities in the Statement of Activities are different because:

Governmental funds report outlays for capital assets as expenditures while governmental activities
report depreciation expense to allocate those expenditures over the life of the assets.

Net capital outlay and adjustments resulting in assets 10,613,201
Depreciation (2,426,757)
Capital Outlay in excess of depreciation 8,186,444
Repayment of principal on bonds payable is an expenditure in the governmental funds,
but the repayment reduces bonds payable in the statement of net position. 2,225,000
Bond premium amortization is not a revenue or other financing sources on the governmental fund statement 78,121

Some expenses reported in the statement of activities do not require the use of current financial
resources and therefore are not reported in the governmental funds.

Change in Other Post Employment Benefits Payable (573,422)

Net Pension Income/(Expense) (868,696)
Adjustments for GASB 75 Implementation 633,746
Change in net position of governmental activities $ 4,494,674

See accompanying notes to the basic financial statements.
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Community High School District No. 155
Statement of Fiduciary Assets and Liabilities

Agency Funds
June 30, 2017
Agency
Funds
Student
Activity
Funds
Assets
Cash and investments $ 819,295
Total Assets $ 819,295
Liabilities
Due to activity fund organizations $ 819,295
Total Liabilities $ 819,295

See accompanying notes to the basic financial statements.
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Community High School District No. 155
Notes to Financial Statements
For the Year Ended June 30, 2017

Note 1 — Summary of Significant Accounting Policies

The Community High School District No. 155 (the District) operates as a public school system
under the direction of its Board of Education. In meeting the educational needs of the students
within its boundaries, the District also operates a school lunch program and provides student
transportation services.

The financial statements of Community High School District No. 155 have been prepared in
conformity with accounting principles generally accepted in the United States of America
(GAAP), as applied to governmental units. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The more significant of Community High School District No.
155’s accounting policies are described below.

Reporting Entity

The District has adopted the provisions of Governmental Accounting Standards Board (GASB)
Statements No. 14, 39 and 61, under which these financial statements include all organizations,
activities, functions, funds, and component units for which the District is financially accountable.
Financial accountability is defined as the appointment of a voting majority of the component
unit's board and either (1) the District's ability to impose its will over the component unit or (2)
the possibility that the component unit will provide a financial benefit to or impose a financial
burden on the District. The District does not have any component units that meet the above
requirements.

Basis of Presentation

The District’s basic financial statements consist of government-wide statements, including a
statement of net position and a statement of activities, and fund financial statements, which
provide a more detailed level of financial information.

Government-Wide Financial Statements - The statement of net position and the statement of
activities display information about the District as a whole. In the government-wide statement of
net position, the governmental activities column is presented on a consolidated basis. These
statements include the financial activities of the District, except for fiduciary activities. The
effect of interfund activity has been removed from these statements. Governmental activities are
normally supported by taxes and intergovernmental revenues. The government-wide statement of
activities reflects both the direct expenses and net cost of each function of the District’s
governmental activities. Direct expenses are those that are clearly identifiable with a specific
function. Program revenues include charges paid by the recipient for the goods or services
offered by the program, grants, and contributions that are restricted to meeting the operational or
capital requirements of a particular program and interest earned on grants that is required to be
used to support a particular program. Revenues, that are not classified as program revenues, such
as property taxes and general state aid, are presented as general revenues of the District. The
comparison of direct expenses with program revenues identifies the extent to which each District
function is self-financing or draws from the general revenues of the District.
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Community High School District No. 155
Notes to Financial Statements
For the Year Ended June 30, 2017

Note 1 — Summary of Significant Accounting Policies (continued)

Fund Financial Statements - The financial transactions of the District are recorded in
individual funds. A fund is defined as a fiscal and accounting entity with a self-balancing set of
accounts that comprise its assets, liabilities, net position/fund equity, revenues, and expenditures.
Separate statements for each fund category — governmental and fiduciary — are presented in the
fund financial statements. The emphasis of fund financial statements is on major governmental
funds, the General Fund, which is displayed in a separate column. All remaining governmental
funds are aggregated and presented as nonmajor funds.

Measurement Focus, Basis of Accounting: The government-wide financial statements are
reported using the economic resources measurement focus and the accrual basis of accounting, as
are the fund financial statements for fiduciary funds. The economic resources measurement focus
means all assets and liabilities (whether current or non-current) are included on the statement of
net position and the statement of activities presents increases (revenues) and decreases
(expenses) in total net position. Under the accrual basis of accounting, revenues are recognized
when earned, if measurable, and expenses are recognized as incurred, regardless of the timing of
related cash flows. The fiduciary fund has no measurement focus.

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

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. This is the manner in which
these funds are budgeted. This presentation is deemed most appropriate to (a) demonstrate legal
and covenant compliance and (b) demonstrate the source and use of liquid resources. Since the
governmental fund statements are presented on a different measurement focus and basis of
accounting than the government-wide statements’ governmental columns, (due mainly to the
inclusion of capital asset and long-term debt activity in the government-wide presentation) a
reconciliation is presented on the page following each statement, which briefly explains the
adjustments necessary to transform the fund-based financial statements into the governmental
column of the government-wide presentation.

Governmental fund revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collected within the current period or
soon enough thereafter to pay liabilities of the current period. For this purpose, the District
considers revenues to be available if they are collected within 60 days of the end of the current
fiscal period.
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Community High School District No. 155
Notes to Financial Statements
For the Year Ended June 30, 2017

Note 1 — Summary of Significant Accounting Policies (continued)

Nonexchange transactions, in which the District receives value without directly giving equal
value in return, include property taxes, replacement taxes, grants, entitlements and donations.
The property tax revenue in the current fiscal-year financial statements represents the collections
of the 2015 tax levy and amounts from prior year levies (see Note 2). Property taxes received
during and after fiscal year end from the 2016 tax levy, including those received within 60 days
of year end are considered to be revenues of the subsequent fiscal year. Revenue from corporate
personal property replacement taxes are considered to be measurable when they have been
collected by the state and are recognized as revenue at that time. The state remits the taxes to the
District eight times during the fiscal year. The District recognizes revenue for the amounts that
are due the District for the current fiscal year.

Revenue from grants, entitlements, and donations is recognized in the fiscal year in which all
eligibility requirements have been satisfied. Eligibility requirements include timing
requirements, which specify the year when the resources are required to be used or the year when
use is first permitted; matching requirements, in which the District must provide local resources
to be used for a specified purpose; and expenditure requirements, in which the resources are
provided to the District on a reimbursement basis.

Revenues considered to be susceptible to accrual include property taxes, intergovernmental
revenue, and interest income. Amounts have been recognized as receivables for these revenue
sources. All other revenue items are considered to be measurable and available only when cash is
received by the District.

Governmental fund expenditures generally are recorded when a liability is incurred as under
accrual accounting. However, expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due.

Fund Details: The District reports the following major governmental fund:

General Fund - The General Fund is used to account for all financial resources of the
District except those, which are required to be accounted for in another fund. The District
maintains the following General Fund accounts:

Educational Account - This account is used for most of the instructional and
administrative aspects of the District's operations. Revenue consists primarily of
local property taxes and state aid.

Operations and Maintenance Account - This account is used for expenditures made
for operation, repair, and maintenance of the District’s property. Facilities
renovation and construction expenditures funded from general operating revenue
are reflected in this account. Revenue is derived primarily from local property
taxes.

Working Cash Account - The Working Cash Account is used to account for
financial resources held by the District for making temporary interfund loans to
other accounts in the General Fund and Transportation Fund.
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Community High School District No. 155
Notes to Financial Statements
For the Year Ended June 30, 2017

Note 1 — Summary of Significant Accounting Policies (continued)

The District also reports the following funds:
Fiduciary Funds

The District’s fiduciary funds are Agency Funds. These Agency Funds are used to account for
assets - almost exclusively cash and investments - held by the District as an agent for private
organizations, such as student groups.

Nonmajor Governmental Funds

Special Revenue Funds are used to account for the proceeds of specific revenue sources that are
legally restricted to expenditures for specified purposes. Each special revenue fund has been
established in accordance with the fund structure required by the State of Illinois for local
educational agencies to account for local property taxes restricted for specific purposes. A brief
description of the District's nonmajor special revenue funds follows:

Transportation Fund - This fund accounts for the revenue and expenditures related to
student transportation, both to and from school. Revenue is derived primarily from local
property taxes and state grants.

Municipal Retirement/ Social Security Fund - This fund accounts for the District's portion
of the pension contributions to the Municipal Retirement Fund for classified employees and
social security contributions for applicable certified and classified employees. Revenue to
finance the contributions is derived primarily from local property taxes.

The Debt Service Fund is used to account for the accumulation of resources for, and the payment
of, general long-term debt principal, interest, and related costs. The Debt Service Fund has
revenue consisting primarily of local property taxes.

The Capital Projects Funds are used to account for the accumulation of resources for the
acquisition of major capital facilities. A brief description of the District's nonmajor capital
project funds follows:

Capital Projects Fund - This fund accounts for the construction of school buildings through
bond proceeds.

The Developers' Impact Funds - The Developers' Impact funds (Crystal Lake and Cary
Grove Funds) are used to account for monies collected from area developers to be used for
the acquisition and development of land for school sites or to improve existing school sites.

Capital Project- Life Safety Fund - This fund accounts for the construction of school
buildings through the Life Safety Bond.

Eliminations: Eliminations have been made in the statement of net position to remove the
“grossing-up” effect on assets and liabilities within the governmental activities column for
amounts reported in the individual funds as interfund receivables and payables. Similarly,
operating transfers between funds have been eliminated in the statement of activities.
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Community High School District No. 155
Notes to Financial Statements
For the Year Ended June 30, 2017

Note 1 — Summary of Significant Accounting Policies (continued)

Due From Other Agencies: The District periodically receives refunds from outside vendors for
expenditures made in the current fiscal year. As of June 30, 2017 the District has recorded a
receivable in the statement of net position to reflect payments received after June 30, 2017
(collected within 60 days) that pertain to expenditures made during the current fiscal year.

Restricted Resources Policy: When an expenditure/expense is incurred for purposes for which
both restricted and unrestricted resources are available, it is the District’s policy to apply
restricted resources first, then unrestricted resources as needed.

Use of Estimates: The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amount of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expense during the reporting period. Actual results could differ from
those estimates.

Cash and Investments: The District's cash and cash equivalents are considered to be cash on
hand, demand deposits and short-term investments with original maturities of three months or
less from the date of acquisition.

Investments are stated at fair value through the application of GASB Statement No. 31,
Accounting and Financial Reporting for Certain Investments and for External Investment Pools.
All investment income, including changes in the fair value of investments, has been recognized
as revenue in the operating statements. 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.

Inventory: Inventory is valued at the lower of cost or market, using the first-in, first-out method
to determine cost. Inventory is recorded on the basis of a physical year-end count. Immaterial
inventories at year end are not reported on the balance sheet or statement of net position.

Claims and Judgments: Liabilities resulting from claims and judgments, if any, have been
reflected in the financial statements in accordance with GASB Statement No. 62 provisions.

Long-Term Obligations: Long-term debt is recognized as a liability of a governmental fund
when due or when resources have been accumulated in the fund for payment early in the
following year. For other long-term obligations, only that portion expected to be financed from
expendable available financial resources is reported as a fund liability of a governmental fund.
The remaining portions of such obligations have been reported as liabilities in the statement of
net position.

Vacation and Sick Leave: Noncertified employees earn vacation days after completing a full year
of service. These vacation days are accrued at the end of the fiscal year and must be taken within
the next year or are lost. Certified employees who work less than 12 calendar months per year do
not earn vacation days.
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Community High School District No. 155
Notes to Financial Statements
For the Year Ended June 30, 2017

Note 1 — Summary of Significant Accounting Policies (continued)

Employees receive twelve sick days annually and the unused portion is accumulated and carried
forward. Upon retirement from the District, certified employees receive TRS creditable service
time for accumulated sick days. Thus, employee sick leave is recorded when paid. Employees
also receive two personal days annually. Any unused personal days are added to accumulated
sick leave.

Capital Assets: Capital assets used in governmental fund types of the District are recorded in the
statement of net position at cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at their estimated fair value at the date of donation. All capital assets
are capitalized at cost (or estimated historical cost) and updated for additions and retirements
during the year. The District maintains a capitalization threshold of $5,000 for machinery and
equipment and $10,000 for buildings and improvements other than buildings. The District does
not possess any infrastructure. Improvements are capitalized; the costs of normal maintenance
and repairs that do not add to the value of the asset or materially extend an asset’s life are not.
All reported capital assets except land and construction in progress are depreciated.
Improvements are depreciated over the remaining useful lives of the related capital assets.
Depreciation is computed using the straight-line method over the following useful lives:

Description Estimated Lives
Buildings 80 years
Improvements other than buildings 30 years
Transportation equipment 7-15 years

Food services equipment 7-15 years
Other equipment 5-20 years

Deferred Revenue: In addition to liabilities, the balance sheet 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(s)
and so will not be recognized as an inflow of resources (revenue) until that time. The
governmental funds report deferred revenues from two sources: property taxes and grants. These
amounts are recognized as an inflow of resources in the period that the amounts become
available.

Prepaid Items: Certain payments to vendors reflect costs applicable to future accounting periods
and are recorded as prepaid items using the consumption method.
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Community High School District No. 155
Notes to Financial Statements
For the Year Ended June 30, 2017

Note 1 - Summary of Significant Accounting Policies (continued)

GASB Statement 54: In order to comply with the Governmental Accounting Standard Board’s
(GASB) Statement No. 54, Fund Balance Reporting and Government Fund Type Definitions, the
fund balance section of the balance sheet of the governmental funds includes the following line
items:

a) Nonspendable fund balance is inherently nonspendable, such as portions of net resources
that cannot be spent because of their form and portions of net resources that cannot be
spent because they must be maintained intact.

b) Restricted fund balance has externally enforceable limitations on use, such as limitations
imposed by creditors, grantors, contributors, or laws and regulations of other government
as well as limitations imposed by law through constitutional provision or enabling
legislation.

c) Committed fund balance has self-imposed limitations set in place prior to the end of the
period. The limitations are imposed at the highest level of decision making that requires
formal action at the same level to remove. For the District, the Board of Education is the
highest level of decision making. As of June 30, 2017, the District does not have any
commitments of fund balance.

d) Assigned fund balance has limitations resulting from intended use consisting of amounts
where the intended use is established by the Board of Education designated for that
purpose. The intended use is established by an official designated for that purpose. The
Board of Education has not designated any members of management for this purpose.

e) Unassigned fund balance is the total fund balance in the general fund in excess of
nonspendable, restricted, committed, and assigned fund balance.

The implementation of these components is intended to decrease confusion and help serve the
needs of the financial statement users.

If there is an expenditure incurred for purposes for which both restricted and unrestricted fund
balance is available, the District will consider restricted fund balance to have been spent before
unrestricted fund balance. Further, if there is an expenditure incurred for purposes for which
committed, assigned, or unassigned fund balance classifications could be used, then the District
will consider committed fund balance to be spent before assigned fund balance, and consider
assigned fund balance to be spent before unassigned fund balance.

The District does not have a minimum fund balance policy.

Implementation of GASB 72, 75 and 76:

For the year ended June 30, 2017, the District implemented the provisions of GASB No. 72, Fair
Value measurement and Application; GASB Statement No. 75, Accounting and Financial
Reporting for Postemployment Benefits other than Pensions; and GASB Statement No. 76, The
Hierarchy of Generally Accepted Accounting principles for State and Local Governments.
GASB Statement No.72 establishes standards for measuring fair value, applying fair value to
certain investments, and disclosures related to all fair value measurement. There has been no
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Community High School District No. 155
Notes to Financial Statements
For the Year Ended June 30, 2017

Note 1 — Summary of Significant Accounting Policies (continued)

effect to current or prior periods with this implementation. GASB Statement No. 75 establishes
standards for measuring liabilities, deferred outflows of resources, deferred inflow of resources
and expense/expenditures. Please refer to Note 15 for Prior Period Adjustment. GASB Statement
No. 76 establishes a hierarchy of sources of accounting principles used to prepare financial
statements of state and local governmental entities in conformity with generally accepted
accounting principles. There has been no effect to current or prior periods with this
implementation.

Note 2 — Property Taxes

The District must file its tax levy ordinance by the last Tuesday of each December. The District's
property tax is levied each year on all taxable real property located in the District. The owner of
real property on January 1 (lien date) in any year is liable for taxes of that year.

The Illinois Department of Revenue has the statutory responsibility of ensuring uniformity of
real property assessments throughout the State. Each year the Illinois Department of Revenue
furnishes the county clerks with an adjustment factor to equalize the level of assessment between
counties at one-third of market value. This factor (the Equalization Factor) is then applied to the
Assessed Valuation to compute the valuation of property to which a tax rate will be applied (the
Equalized Assessed Valuation).

The county clerks add the Equalized Assessed Valuation of all real property in the counties to the
valuation of property assessed directly by the state (to which the Equalization Factor is not
applied) to arrive at the base amount (the Assessment Base) used in calculating the tax rates, as
described above. The Equalized Assessed Valuation for the extension of the 2016 tax levy was
$2,565,406,082.

The county clerks compute the annual tax rate by dividing the levy into the Assessment Base of
the Unit. The clerks then compute the rate for each parcel of real property by aggregating the tax
rates of all units having jurisdiction over that particular parcel. They enter that tax in the books
which they prepare for the County Collectors along with the Assessed Valuation and Equalized
Valuation described in the preceding paragraphs. These books are the Collectors' authority for
the collection of taxes and are used by the Collectors as the basis for issuing tax bills to all
taxpayers in the counties.

Property taxes are collected by the McHenry County and Lake County Treasurers who remit to
the District its share of collections. Taxes levied in one year become due and payable in two
installments early in June and September during the following year. The installments are based
on the current levy, assessment, and equalization. Property taxes receivable are recorded on the
lien date or collection date, whichever occurs first.
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Community High School District No. 155
Notes to Financial Statements
For the Year Ended June 30, 2017

Note 2 — Property Taxes (continued)

The portion of the 2016 property tax levy not received by June 30 is recorded as a receivable.
The 2016 levy is budgeted for the 2017/2018 school year operations and accordingly is reflected
as unearned revenue in accordance with GASB Statement No. 33. Management determined that
no allowance for uncollectable was necessary.

Note 3 — Interfund Transfers

During the fiscal year, the District did not have any interfund transfers.

Note 4 — Special Tax Levies and Restricted Equity

Special Education Tax Levy: Revenue and the related expenditures of this restricted tax levy are
accounted for in the Educational Account. A portion of this fund's equity should be restricted for
the excess of cumulative revenue over cumulative expenditures to be used for future special
education expenditures in accordance with state statutes. At June 30, 2017, cumulative
expenditures have exceeded cumulative revenue so that no restricted equity remains.

Developers' Contribution Ordinances: Revenue and related expenditure of these ordinances are
accounted for as Capital Projects Funds. There is $126,709 available to be spent in accordance
with the terms of the City of Crystal Lake's ordinance No. 2205 (passed March 18, 1980,
amending ordinance No. 2036), which restricts spending to the "acquisition and development of
land for a school site to serve the immediate or future needs of children from that subdivision or
development or improvement to any existing school site which already serves such needs." There
is $41,100 available to be spent in accordance with the terms of the Village of Cary’s ordinance
No. 78-7-3 (adopted July 5, 1978 amending Section IV, Chapter 8 or the Municipal Code of the
Village of Cary), which restricts spending to "such lawful purposes as may be authorized by
statute or by law."

Insurance Reserve Combination of Funds: A reserve of $4,000,000 has been established for the
purpose of providing for the payment of any cost, liability, or loss against which the District may
protect itself in excess of the underlying insurance liability coverage. Accumulated interest
earned on investments of the fund since its inception, net of expenses, of $1,934,962 has been
added to the reserve fund. These funds are to be used to pay for any future claims that may arise.
In addition to the liability reserve, the District maintains a health insurance reserve fund to be
used for the payment of health insurance premiums. The cash and investments, accounts
receivable, accounts payable, and claims payable in the health and liability reserve funds at June
30, 2017 totaled $7,994,204, $3,069, $18,496 and $2,628,216, respectively. Net reserves in the
liability reserve total $5,934,962. There is no reserve for health insurance at June 30, 2017, due
to a balance in that fund of a negative $584,401. During fiscal year 2017, the District received
$2,286,405 from employee contributions. The results of these “Funds” operations are included as
part of the Educational Account in order to comply with GASB Statement No. 10 reporting
requirements for insurance/risk financing and Illinois State Board of Education reporting
requirements.
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Note 5 — Cash and Investments

Deposits and Investments

Cash

The carrying amount of cash was $48,790,702 at June 30, 2017, while the bank balances were
$49,339,174 as of June 30, 2017; all of the District’s cash balances were collateralized. All other
account balances at banks were either insured by the Federal Deposit Insurance Corporation
(FDIC) for $250,000, or collateralized with securities of the U.S. government, or with letters of
credit issued by the Federal Home Loan Bank held in the District’s name by financial institutions
acting as the District’s agent. The District also had cash on hand of $23,800 as of June 30, 2017.

Investments

The investments which the District may purchase are limited by Illinois law to the following (1)
securities which are fully guaranteed by the U.S. Government as to principal and interest; (2)
certain U.S. Government Agency securities; (3) certificates of deposit or time deposits of banks
and savings and loan associations which are insured by a Federal corporation; (4) short-term
discount obligations of the Federal National Mortgage Association; (5) certain short-term
obligations of corporations (commercial paper) rated in the highest classifications by at least two
of the major rating services; (6) fully collateralized repurchase agreements and (7) the State
Treasurer’s Illinois and Prime Funds. All investment income, including changes in the fair value
of investments, has been recognized as revenue in the operating statements. The District holds
additional investments of $55,634,203 with financial institutions that are fully collateralized, of
this amount, $1 is held in Illinois School District Liquid Asset Funds which has earned a
Standard’s Poor Rating of AAAm.

Interest Rate Risk: The District does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from increasing
interest rates.

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

All of the District’s investments were collateralized as of June 30, 2017.

Custodial Credit Risk: For an investment, custodial credit risk is the risk that, in the event of the
failure of the counterparty, the District will not be able to recover the value of its investments or
collateral securities that are in the possession of an outside party.
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The District’s investment policy requires that all amounts in excess of any insurance limits be
collateralized by securities eligible for District investment or any other high-quality, interest
bearing security rated at least AA/Aa by one or more standard rating service to include Standard
& Poor’s, Moody’s or Fitch.

Concentration of Credit Risk: The District places certain limits on the amount the District may
invest in any one issuer. Those limits are as follows:

e The District may invest all of its funds in bonds, notes certificates of indebtedness,
treasury bills or other securities guaranteed by the full faith and credit of the United
States of America or its agencies, the Illinois Funds money market and the Illinois School
District Liquid Asset Fund.

e The District may invest no more than 90 percent in interest-bearing savings accounts and
certificates of deposit with federally insured institutions that are collateralized or insured
at levels acceptable to the District in excess of the FDIC limits.

¢ The District may invest no more than 33 percent in commercial paper or collateralized
repurchase agreements.

Reconciliation of Notes to the Financial Statements:

Notes
Carrying amount of Cash $ 48,790,702
Petty Cash 23,800
Investments 55,634,203
Total $ 104,448,705
Statement of Net Position
Cash and Investments $ 95,635,205
Cash - Restricted for Insurance Claims 7,994,204
Statements of Fiduciary Net Position — Agency Funds
Cash and Investments 819,296
Total $ 104,448,705

Note 6 — Capital Assets

A summary of changes in capital assets for the period from July 1, 2016 to June 30, 2017 by
function follows:
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Note 6 — Capital Assets (continued)

Balance Balance
Governmental Activities 7/1/2016 Additions Deletions 6/30/2017
Capital assets not being depreciated
Land $ 2,330,356 § - 3 - 8
Construction in Progress 5,184,697 1,030,893 (5,184,697)
Total Capital assets not being depreciated 7,515,053 1,030,893 (5,184,697)
Capital assets being depreciated
Buildings 88,607,846 14,203,383 - 102,811,229
Improvements other than building 4,887,887 154,739 (20,850)
Food Service Equipment 613,139 79,546 -
Other Equipment 8,053,706 329,340 -
Capital assets being depreciated, gross 102,162,578 14,767,008 (20,850) 116,908,736
Accumulated depreciation
Buildings (24,305,274) (2,208,410) - (26,513,684)
Improvements (3,938,659) (83,762) 20,850 (4,001,571)
Food Service Equipment (589,749) (7,923) -
Other Equipment (6,881,248) (126,662) -
Total accumulated depreciation (35,714,930) (2,426,757) 20,850 (38,120,837)
Capital Assets Being Depreciated,
Net of Depreciation 66,447,648 12,340,251

Total Capital Assets, Net of Depreciation $

73,962,701 $ 13,371,144 3§ _ (5,184,697) $

Depreciation expense for the year was charged to instruction and support services in the amounts
of $1,213,378 and $1,213,379, respectively.

Note 7 — Risk Management

The District is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
District is a member of the Collective Liability Insurance Cooperative (CLIC). CLIC insures all
of the District’s general liability claims up to $1,000,000 per occurrence or $3,000,000 of annual
aggregate loss. The District also has excess liability coverage for any claims exceeding these
amounts up to an annual aggregate of $35,000,000. The District has purchased workers’
compensation and employers’ liability insurance through CLIC, which handles claims up to
$1,000,000 per occurrence. The amount of coverage has not decreased nor have the amount of
settlements exceeded coverage in any of the past three fiscal years. Additionally, the District has
a liability reserve of $5,934,962 (see Note 4) to provide for the payment of losses in excess of
liability coverage.

The District is exposed to various risks of loss related to injuries of employees and illnesses of
employees. The District is self-insured for health and dental claim risks. The District maintains a
health insurance reserve fund to be used for the payment of health insurance premiums. The
District no longer has a reserve and is accounted for in the General Fund (see Note 4). Under this
program, the General Fund provides coverage of $133,000 annually per covered individual,
claims in excess of that amount are covered by outside insurance.
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Settled claims have not exceeded coverage in any of the past three fiscal years. For the two years
ended June 30, 2017 and June 30, 2016, changes in the liability for claims are summarized as
follows:

Claims Current Year Claims
Payable Claims and Payable
Beginning Changes in Claims End of
of Year Estimates Payments Year
Fiscal Year 2016 $1,181,345 $12,277,930 $11,747,539 $1,711,736
Fiscal Year 2017 $1,711,736 $11,885,825 $10,969,345 $2,628,216

Note 8 — Long-Term Debt

A summary of long-term debt transactions for the year ended June 30, 2017, are as follows:

Balance Balance Within
7/1/2016 Additions Retirements 6/30/2017 One Year
Bonds Payable School
Refunding Series 2014A Bonds § 1,475,000 $ -3 1,475,000 $ -3 -
Series 2014B Life Safety Bonds 9,110,000 - - 9,110,000 -
Series 2015 Limited
School Bonds 8,815,000 - 750,000 8,065,000 765,000
Net Pension Liability 9,677,689 2,955,663 - 12,633,352 -
Other Post-Employment
Benefits Payable 68,322 573,422 - 641,744 -
Total Long-Term Debt $ 29,146,011 $§ 3,529,085 $ 2,225,000 $ 30,450,096 $ 765,000
A summary of bond premium for the year ended June 30, 2017, are as follows:
Balance Balance
7/1/2016 Additions Amortization 6/30/2017
Refunding Series 2014A Bonds $ 27480 $ $ 27480 $ -
Series 2014B Life Safety Bonds 468,835 30,247 438,588
Series 2015 Limited
School Bonds 377,205 20,390 356,815
Total Long-Term Debt $ 873,520 $ 3 78,117 $ 795,403

During the fiscal year 2014 the District refinanced part of the Series 1995 bond with a Series
2014A bond in the amount of $2,925,000 with final payments being made in December 2017
with an interest rate of 3.0 percent. Proceeds of the 2014A Bonds were used to advance refund
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Note 8 — Long-Term Debt (continued)

certain of the District’s outstanding School Building Bonds, Series 1995, dated May 24, 1995,
and pay costs associated with the issuance of the 2014A Bonds. The economic loss on the
transaction was $29,999.

In fiscal year 2014 the District also issued a $9,440,000 Series 2014B Bond for the purpose of
the construction of fire prevention and life safety improvements to the existing school buildings
of the District and to pay costs associated with the issuance of the 2014B Bonds. The interest rate
on the 2014B Bond ranges from 2.0 percent in the first 11 years ending at 5.0 percent at maturity
with final payment commencing in December 2033.

During fiscal year 2015 the District issued a $9,575,000 Series 2015 Limited School Bonds for
the purpose of the construction of fire prevention and life safety improvements to the existing
school buildings of the District and to pay costs associated with the issuance of the 2015 Bonds.
The interest rate on the 2015 Bond ranges from 2.0 percent to 4.0 percent with the final payment
commencing December 2034.

The remaining premiums of the bonds totaled $873,520 for the Series 2014A, 2014B, and 2015
bonds as of June 30, 2017. The 2014A, 2014B, and 2015 bond premium was $27,480, $468,835,
and $377,205, respectively. The bond premiums will be amortized over the life of the bonds.
The 2014A bond will be amortized over 3 years, ending in 2017, the 2014B bond will be
amortized over 20 years ending in 2033 and the 2015 bond will be amortized over 20 years
ending in 2034. Amortization was $78,117 for the current year.

Please refer to pages 90 through 92 for repayment schedules for Series 2014A, 2014B, and 2015
Bonds.

Please refer to page 102 for legal debt margins.

Note 9 - Contingencies

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 the audits will be insignificant to district operations.

There is a pending lawsuit in which the District is involved regarding past levies. No amounts
have been recorded as the District is aggressively defending the case and a ruling has not been
declared.

Note 10 - Commitments

Contracts currently outstanding for renovation projects to be finalized in fiscal year 2017 total
approximately $2,169,728.
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Note 11 — Defined Benefit Pension Plan

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 Illinois 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 Assembly of the State of Illinois. 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). The District participates in the Regular Plan.

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 eamnings during any consecutive 48 months within the last 10 years of service, divided by
48. Under Tier 1, the pension is increased by 3% of the original amount on January 1 every year
after retirement.

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

¢ 3% of the original pension amount, or
e 1/2 of the increase in the Consumer Price Index of the original pension amount.
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Employee membership data related to the Plan, as of December 31, 2016, was as follows:

Retirees and beneficiaries 216
Inactive, non-retired members 206
Active members 280
Total 702

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 contributions, to finance the retirement coverage of its own employees. The
District’s annual contribution rate for calendar year 2016 was 10.90%. For the fiscal year ended
June 30, 2017 the District contributed $976,010 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.

Net Pension Liability

The District’s net pension liability was measured as of December 31, 2016. The total pension
liability used to calculate the net pension liability was determined by an actuarial valuation as of
that date.

Methods and Assumptions used to Determine Total Pension Liability

Actuarial Cost Method Entry Age Normal

Asset Valuation Method Market Value of Assets

Price Inflation 2.75%

Salary Increases 3.75% to 14.50%

Investment Rate of Return 7.50%

Retirement Age 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 2011-2013.

Mortality For non-disabled retirees, an IMRF specific mortality table was used with fully
generational projection scale MP-2014 (base year 2012). 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 IMREF specific mortality table was used with fully generational projection
scale MP-2014 (base year 2012). The IMRF specific rates were developed from
the RP-2014 Disabled Retirees Mortality Table applying the same adjustments
that were applied from non-disabled lives. For active members, an IMRF specific
mortality table was used with fully generational projection scale MP-2014 (base
year 2012). The IMRF specific rates were developed from the RP-2014 Employee
Mortality Table with adjustments to match current IMRF experience.
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Other Information:
Notes There were no benefit changes during the year.

A detailed description of the actuarial assumptions and methods can be found in the December
31, 2016 Illinois Municipal Retirement Fund annual actuarial valuation report.

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:

Long-Term
Portfolio Expected Real
Target Rate

Asset Class Percentage of Return
Domestic Equity 38% 6.85%
International Equity 17% 6.75%
Fixed Income 27% 3.00%
Real Estate 8% 5.75%
Alternative Investments 9% 2.65-7.35%
Cash Equivalents 1% 2.25%

Total 100%

Single Discount Rate

A Single Discount Rate of 7.50% 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 (to the extent that 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 as of the measurement date (to the extent that
the plan’s projected fiduciary net position is not sufficient to pay benefits).

-37-



Community High School District No. 155
Notes to Financial Statements
For the Year Ended June 30, 2017

Note 11 — Defined Benefit Pension Plan (continued)

For the purpose of the most recent valuation, the expected rate of return on plan investments is
7.50%, the municipal bond rate is 3.78%, and the resulting single discount rate is 7.50%.

Changes in the Net Pension Liability

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability
) ®) ®)-(®)
Balances at December 31, 2015 $ 33,907,144 $ 29,043,275 § 2,857,348
Changes for the year:
Service Cost 952,671 - 952,671
Interest on the Total Pension Liability 2,509,082 - 2,509,082
Changes of Benefit Terms - - -
Differences Between Expected and Actual
Experience of the Total Pension Liability 353,936 - 353,936
Changes of Assumptions (77,837) - (77,837)
Contributions - Employer - 953,666 (953,666)
Contributions - Employees - 403,266 (403,266)
Net Investment Income - 1,991,070 (1,991,070)
Benefit Payments, including Refunds
of Employee Contributions (1,679,208) (1,679,208) -
Other (Net Transfer) - 138,003 (138,003)
Net Changes 2,058,644 1,806,797 251,847
Balances at December 31, 2016 3 35,965,788 $ 30,850,072 8 5,115,716

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

The following presents the plan’s net pension liability, calculated using a Single Discount Rate
of 7.50%, 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 Single Discount

1% Decrease Rate Assumption 1% Increase
6.50% 7.50% 8.50%
Total Pension Liability $ 40,152,088 $ 35,965,788 § 32,475,715
Plan Fiduciary Net Position 30,850,072 30,850,072 30,850,072
Net Pension Liability/(Asset) $ 9,302,016 $ 5,115,716 $ 1,625,643
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Pension Expense, Deferred Qutflows of Resources, and Deferred Inflows of Resources Related
to Pensions:

For the year ended June 30, 2017, the District recognized pension expense of $1,854,717. At
June 30, 2017, the District reported deferred outflows or resources and deferred inflows of
resources related to pensions from the following sources:

Net
Deferred Outflows Deferred Inflows Outflows
of Resources of Resources of Resources

Differences between expected and

actual experience $ 385,142 § $ 385,142
Change in assumptions 227,998 55,154 172,844
Net difference between projected and actual

earnings on pension plan investments 1,513,514 - 1,513,514
Pension Contributions made subsequent

to December 31, 2016 498,121 - 498,121
Total Deferred Amounts Related to Pensions 3 2,674,775 $ 55,154 8 2,569,621

Amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense in future periods as follows:

Year Ending Net Deferred Outflows
December 31 of Resources
2017 $ 1,413,888
2018 643,794
2019 475,886
2020 36,053
2021 -
Thereafter -
Total $ 2,569,621

THIS Plan Description: The employer 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 Illinois 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 not provide vision, dental, or life insurance benefits to
annuitants of the Teachers' Retirement System (TRS). Annuitants not enrolled in Medicare may
participate in the state-administered participating provider option plan or choose from several
managed care options. Annuitants who are enrolled in Medicare Parts A and B may be eligible to
enroll in a Medicare Advantage plan.
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Benefits Provided: 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 Illinois Department 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 to 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 Illinois makes employer retiree health
insurance contributions on behalf of the employer. State contributions are intended to match
contributions to the THIS Fund from active members which were 1.12 percent of pay during the
year ended June 30, 2017. State of Illinois contributions were $551,714 and the employer
recognized revenue and expenditures of this amount during the year.

Employer Contributions to the THIS Fund: The employer also makes contributions to the THIS
Fund. The employer THIS Fund contribution was 0.84 percent during the year ended June 30,
2017. For the year ended June 30, 2017, the employer paid $413,786 to the THIS Fund, which
was 100 percent of the required contribution.

Further Information on THIS Fund: The publicly available financial report of the THIS Fund
may be found on the website of the Illinois Auditor General:
http://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.”

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

TRS issues a publicly available financial report that can be obtained at
http://trs.illinois.gov/pubs/cafr; by writing to TRS at 2815 W. Washington, PO Box 19253,
Springfield, IL 62794; or by calling (888) 678-3675, option 2.
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Benefits Provided: TRS provides retirement, disability, and death benefits. Tier I members have
TRS or reciprocal system service prior to January 1, 2011. Tier I members qualify for retirement
benefits at age 62 with five years of service, at age 60 with 10 years, or age 55 with 20 years.
The benefit is determined by the average of the four highest years of creditable earnings within
the last 10 years of creditable service and the percentage of average salary to which the member
is entitled. Most members retire under a formula that provides 2.2 percent of final average salary
up to a maximum of 75 percent with 34 years of service. 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 II are
identical to those of Tier I. Death benefits are payable under a formula that is different from
Tier I.

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

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

Contributions from active members and TRS contributing employers are also required by the
Illinois Pension Code. The contribution rates are specified in the pension code. The active
member contribution rate for the year ended June 30, 2017, was 9.4 percent of creditable
earnings. On July 1, 2016, the rate dropped to 9.0 percent of pay due to the expiration of the
Early Retirement Option (ERO). The member contribution, which may be paid on behalf of
employees by the employer, is submitted to TRS by the employer.

On-behalf Contributions to TRS: The State of Illinois makes employer pension contributions on
behalf of the employer. For the year ended June 30, 2017, State of Illinois contributions
recognized by the employer were based on the state's proportionate share of the collective net
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pension liability associated with the employer, and the employer recognized revenue and
expenditures of $38,339,326 in pension contributions from the State of Illinois.

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, 2017, were $285,709, and are deferred because they were paid after the June 30,
2016 measurement date.

Federal and Special Trust Fund Contributions: When TRS members are paid from federal and
special trust funds administered by the employer, there is a statutory requirement for the
employer 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, 2017, the employer pension contribution was 38.54 percent of
salaries paid from federal and special trust funds. For the year ended June 30, 2017, salaries
totaling $236,661 were paid from federal and special trust funds that required employer
contributions of $91,209. These contributions are deferred because they were paid after the June
30, 2016 measurement date.

Employer Retirement Cost Contributions: Under GASB Statement No. 68, contributions that an
employer is required to pay because of a TRS member retiring are categorized as specific
liability payments. The employer is required to make a one-time contribution to TRS for
members 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, 2017, the employer paid $0 to TRS for employer ERO contributions.

The employer 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, 2017, the employer paid $0 to TRS for employer contributions due on salary increases in
excess of 6 percent and $0 for sick leave days granted in excess of the normal annual allotment.
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