





QUEEN BEE SCHOOL DISTRICT 16
NOTES TO BASIC FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Queen Bee School District 16 (the “District”) operates as a public school system governed by a seven-
member board. The District is organized under the School Code of the State of Illinois, as amended. The
accounting policies of the District conform to the regulatory provisions prescribed by the Illinois State
Board of Education, which is a comprehensive basis of accounting other than accounting principles
accepted in the United States of America, as applicable to local governmental units of this type. The
following is a summary of the more significant accounting policies of the District:

Reporting Entity

This report includes all of the funds of the District. The reporting entity for the District consists of the
primary government and its component units. Component units are legally separate organizations for which
the primary government is financially accountable or other organizations for which the nature and
significance of their relationship with the primary government are such that their exclusion would cause the
reporting entity's financial statements to be misleading. The District has not identified any organizations
that meet this criteria.

Basis of Presentation

The accounts of the District in the governmental fund financial statements are organized and operated on
the basis of funds and account groups and are used to account for the District's general governmental
actvities. Fund accounting segregates funds according to their intended purpose, and is used to aid
management in demonstrating compliance with finance-related legal and contractual provisions. A fund is
an independent fiscal and accounting entity with a self-balancing set of accounts that comprise its assets,
deferred outflows of resources, liabilities, deferred inflows of resources, reserves, fund balance, revenues and
expenditures or expenses as appropriate. The minimum number of funds is maintained consistent with
legal and managerial requirements. Account Groups are a reporting device to account for certain assets and
liabilities of the governmental funds not recorded directly in those funds.

Measurement Focus and Basis of Accounting
The District has the following fund types and account groups:

Governmental Funds are used to account for the District's general government activities. Governmental
fund types use the flow of current financial resources measurement focus and the modified accrual basis of
accounting. Revenues are recognized when susceptible to accrual, i.e., when they are both "measurable and
available". "Measurable" means that the amount of the transaction can be determined, and "available"
means collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the District considers all revenues available if they are collected within 60 days after year-
end. Expenditures are recorded when the related fund liability is incurred. However, expenditures for
unmatured principal and interest on general long-term debt are recognized when due; and certain
compensated absences, claims and judgments are recognized when the obligations are expected to be
liquidated with expendable available financial resources and pension expenditures.

Major Governmental Funds

Educational Fund - the general operating fund of the District. It accounts for all financial resources except

those required to be accounted for in another fund. This fund is primarily used for most of the instructional
and administrative aspects of the District's operations. Revenues consist largely of local property taxes and

state government aid.



QUEEN BEE SCHOOL DISTRICT 16
NOTES TO BASIC FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

Special Revenue Funds - account for the proceeds of specific revenue sources that are legally restricted or
committed to expenditures for specified purposes, other than those accounted for in the Debt Service Fund,

Capital Projects Funds or Fiduciary Funds.

Each of the District's Special Revenue Funds has been established as a separate fund in accordance with the
fund structure required by the State of Illinois for local educational agencies. These funds account for local
property taxes restricted to specific purposes. A brief description of the District's Special Revenue Funds
follows:

Tort Immunity and Judgment Fund - accounts for all revenue and expenditures related to the prevention of
tort liability. Revenue is derived primarily from local property tax collections and investment income.

Operations and Maintenance Fund - accounts for expenditures made for repair and maintenance of the
District’s buildings and land. Revenue consists primarily of local property taxes.

Transportation Fund - accounts for all revenue and expenditures made for student transportation. Revenue
1s derived primarily from local property taxes and state reimbursement grants,

Municipal Retirement/ Social Security Fund - accounts for the District's portion of pension contributions to
the Illinois Municipal Retirement Fund, payments to Medicare, and payments to the Social Security
System for non-certified employees. Revenue to finance the contributions is derived primarily from local
property taxes and personal property replacement taxes.

Working Cash Fund - accounts for financial resources held by the District to be used as temporary interfund
loans for working capital requirements to the General Fund and the Special Revenue Fund's Operation
and Maintenance and Transportation Funds. Money loaned by the Working Cash Fund to other funds
must be repaid within one year. As allowed by the School Code of Illinois, this fund may be permanently
abolished and become a part of the General Fund or it may be partially abated any other fund of the
District.

Debt Service Fund - accounts for the accumulation of resources that are restricted, committed, or assigned
for, and the payment of, long-term debt principal, interest and related costs. The primary revenue source is
local property taxes levied specifically for debt service and transfers from other funds.

Capital Project Fund - accounts for the financial resources that are restricted, committed, or assigned to be
used for the acquisition or construction of, and/or additions to, major capital facilities.

Fire Prevention and Life Safety Fund - accounts for State-approved life safety projects financed through serial
bond issues or local property taxes levied specifically for such purposes.

Other Fund Types

Fiduciary Funds - account for assets held by the District in a trustee capacity or as an agent for individuals,
private organizations, other governments or other funds.




QUEEN BEE SCHOOL DISTRICT 16
NOTES TO BASIC FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

Agency Funds - include Student Activity Funds, Convenience Accounts and Other Agency Funds. These
funds are custodial in nature and do not present results of operations or have a measurement focus.
Although the Board of Education has the ultimate responsibility for Activity Funds, they are not local
education agency funds. Student Activity Funds account for assets held by the District which are owned,
operated and managed generally by the student body, under the guidance and direction of adults or a staff
member, for educational, recreational or cultural purposes. Convenience Accounts account for assets that
are normally maintained by a local education agency as a convenience for its faculty, staff, etc.

On-behalf payments (payments made by a third party for the benefit of the district, such as payments made
by the state to the Teachers' Retirement System) have been recognized in the financial statements.

Property taxes, replacement taxes, certain state and federal aid, and interest on investments are susceptible
to accrual. Other receipts become measurable and available when cash is received by the District and
recognized as revenue at that time.

Grant funds are considered to be earned to the extent of expenditures made under the provisions of the
grant. Accordingly, when such funds are received, they are recorded as unearned revenues until earned.

All Financial Statements

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets,
deferred outflows of resources, liabilities, and deferred inflows of resources and disclosure of contingent
assets, deferred outflows of resources, liabilities, and deferred inflows of resources at the date of the
financial statements and the reported amounts of revenues and expenditures/expenses during the reporting
period. Actual results could differ from those estimates.

Assets, Liabilities and Net Position or Equity

Deposits and Investments

State statutes authorize the District to invest in obligations of the U.S. Treasury, certain highly-rated
commercial paper, corporate bonds, repurchase agreements, and the State Treasurer's Investment Pool.
Investments are stated at fair value. Changes in fair value of investments are included as investment
income.

Receivables and Payables

Transactions between funds that are representative of lending/borrowing arrangements outstanding at the
end of the fiscal year are referred to as "due to/from other funds". Receivables are expected to be collected
within one year.

Unearned Revenue

Governmental funds report unearned revenue in connection with resources that have been received, but not
yet earned.
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NOTES TO BASIC FINANCIAL STATEMENTS
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

Property Tax Revenues

The District must file its tax levy resolution by the last Tuesday in December of each year. The District's
2015 levy resolution was approved during the December 7, 2015 board meeting. The District's property tax
is levied each year on all taxable real property located in the District and it becomes a lien on the property
on January 1 of that year. The owner of real property on January 1 in any year is liable for taxes of that
year.

The tax rate ceilings are applied at the fund level. These ceilings are established by state law subject to
change only by the approval of the voters of the District.

The PTELA limitation is applied in the aggregate to the total levy (excluding certain levies for the
repayment of debt). PTELA limits the increase in total taxes billed to the lessor of 5% or the percentage
increase in the Consumer Price Index (CPI) for the preceding year. The amount can be exceeded to the
extent there is “new growth” in the District’s tax base. The new growth consists of new construction,
annexations and tax increment finance district property becoming eligible for taxation. The CPI rates
applicable to the 2015 and 2014 tax levies were 0.8% and 1.5%, respectively.

Property taxes are collected by the County Collector/Treasurer, who remits to the District its share of
collections. Taxes levied in one year become due and payable in two equal installments: the first due on
June 1 and the second due on September 1. Property taxes are normally collected by the District within 60
days of the respective installment dates.

The 2015 property tax levy is recognized as a receivable in fiscal 2016, net of estimated uncollectible
amounts approximating 1% and less amounts already received. The District considers that the first
installment of the 2015 levy is to be used to finance operations in fiscal 2016. The District has determined
that the second installment of the 2015 levy is to be used to finance operations in fiscal 2017 and has
included the corresponding receivable as a deferred inflow of resources.

Personal Property Replacement Taxes

Personal property replacement taxes are first allocated to the Municipal Retirement / Social Security Fund,
and the balance is allocated to the remaining funds at the discretion of the District.

Prepaid ltems

Certain payments to vendors that reflect costs applicable to future accounting periods are recorded as
prepaid items in both the government-wide and fund financial statements. The cost of prepaid items is
recorded as expenditures/expenses when consumed rather than when purchased.

Fixed Assets

Fixed assets used in governmental fund types of the District are recorded in the general fixed assets account
group at cost or estimated historical cost if purchased or constructed. Donated fixed assets are recorded at
their estimated fair value at the date of donation. Interest incurred during construction is not capitalized on
general fixed assets.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

Depreciation of general fixed assets is provided over the estimated useful lives using the straight-line method
and is reflected within the general fixed assets account group for informational purposes only. Depreciation
of general fixed assets is not charged to the operations of the District. The estimated useful lives of the
buildings and improvements, and equipment of the District are 15 to 50 years, and 5 to 10 years,
respectively.

Compensated Absences

Non-certified employees earn vacation days which vest after the completion of one year of service,
Employees accrue vacation days at varying levels depending on job title and years of service. Only benefits
considered to be vested are disclosed in these statements.

All vested vacation is accrued when incurred in the government-wide financial statements. A liability for
these amounts is reported in governmental funds only if they have matured, for example, as a result of
employee resignations and retirements, or are payable with expendable available resources.

Payments for vacation will be made at rates in effect when the benefits are used. Accumulated vacation and
sick leave liabilities at June 30, 2016 are determined on the basis of current salary rates and include salary
related payments.

Long-Term Obligations

The District reports long-term debt of governmental funds at face value in the general long-term debt
account group. Certain other long-term obligations that do not show evidence of indebtedness are not
included in the general long-term debt account group.

For governmental fund types, bond premiums and discounts are recognized during the current period.
Bond proceeds are reported as an “other financing source” net of the applicable premium or discount.

General Fixed Assets and General Long-Term Debt Account Groups

Account groups are used to establish accounting control and accountability for the District's general fixed
assets and general long-term debt. The accounting and financial reporting treatment applied to the fixed
assets and long-term liabilities associated with a fund are determined by its measurement focus.

Iixed Assets - General fixed assets have been acquired for general governmental purposes. At the time of
purchase, assets are recorded as expenditures paid in the Governmental Funds and capitalized at cost in the
General Fixed Assets Account Group. Donated general fixed assets are listed at estimated fair market value
as of the date of acquisition. Depreciation accounting is not applicable, except to determine the per capita
tuition charge. Interest costs incurred during construction are not capitalized as part of fixed assets.

Long-Term Debt - Long-term debt expected to be financed from governmental funds are accounted for in the
General Long-Term Debt Account Group, not in the governmental funds. The debt recorded in the
District's General Long-Term Debt Account Group consists of serial bond issues, long-term debt
retirements payable, and any other evidences of indebtedness.

The two account groups are not "funds." They are concerned only with the measurement of financial
position. They are not involved with measurement of results of operations.
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NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Data

Except for the exclusion of on-behalf payments from other governments, discussed below, the budgeted
amounts for the Governmental Funds are adopted on the modified accrual basis, which is consistent with
accounting principles generally accepted in the United States of America.

The Board of Education follows these procedures in establishing the budgetary data reflected in the general
purpose financial statements:

1. The Administration submits to the Board of Education a proposed operating budget for the fiscal
year commencing July 1. The operating budget includes proposed expenditures and the means of

financing them.

2. Public hearings are conducted and the proposed budget is available for inspection to obtain taxpayer
comments.

3. Prior to September 30, the budget is legally adopted through passage of a resolution. By the last
Tuesday in December, a tax levy resolution is filed with the county clerk to obtain tax revenues.

4. Management is authorized to transfer budget amounts, provided funds are transferred between the
same function and object codes. The Board of Education is authorized to transfer up to a legal level
of 10% of the total budget between functions within any fund; however, any revisions that alter the
total expenditures of any fund must be approved by the Board of Education, after following the
public hearing process mandated by law.

5. Formal budgetary integration is employed as a management control device during the year for all
governmental funds.

6. All budget appropriations lapse at the end of the fiscal year.

The budget amounts shown in the financial statements are as originally adopted because there were no
amendments during the past fiscal year.

NOTE 3 - DEPOSITS AND INVESTMENTS

At year end, the District's cash and investments was comprised of the following:

Government-
wide Fiduciary Total
Cash 3 10,744.028 $ 64020 $ 10,808,048
Total 3 10,744.028 3 64,020 § 10,808,048




QUEEN BEE SCHOOL DISTRICT 16
NOTES TO BASIC FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2016

NOTE 3 - DEPOSITS AND INVESTMENTS - (CONTINUED)

For disclosure purposes, this amount 1s segregated into the following components: 1) cash on hand 2)
deposits with financial institutions, which include amounts held in demand accounts, savings accounts and
non-negotiable certificates of deposit; and 3) other investments, which consist of all investments other than
certificates of deposit, as follows:

Cash and
investments
Cash on hand $ 1,700
Deposits with financial institutions 10,754,771
Other investments - ISDLAF + 51,577
Total $ 10,808.048

Credit Risk. Credit risk 1s the risk that an 1ssuer or other counterparty to an investment will not fulfill its
obligations. State Statutes limit the investments in commercial paper and corporate bonds to the top three
ratings of two nationally recognized statistical rating organizations (NRSRQO's). The District's investment
policy authorizes investments in any type of security as permitted by Sections 2 through 6 of the Hlinois
Public Funds Investment Act.

The Illinois School District Liquid Asset Fund Plus (ISDLAF+) is a not-for-profit investment trust formed
pursuant to the Illinois Municipal Code and managed by a Board of Trustees elected from participating
members. It is registered with the SEC as an investment company. Investments are rated AAAm and are
valued at share price, which is the price for which the investment could be sold.

Custodial Credir Risk - Deposits. With respect to deposits, custodial credit risk refers to the risk that, in the
event of a bank failure, the District’s deposits may not be returned to it. The District’s investment policy
limits the exposure to deposit custodial credit risk by requiring all deposits in excess of FDIC insurable
limits to be secured by collateral in the event of default or failure of the financial institution holding the
funds. As of June 30, 2016, the bank balance of the District’s deposit with financial institutions totaled
$11,416,706; of which the entire amount was collateralized and insured.

Custodial Credit Risk - Investments. With respect to investments, custodial credit risk is the risk that, in the
even of the failure of the counterparty, the government will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside party. The District’s investment
policy limits the exposure to investment custodial credit risk by requiring all investments be secured by
private insurance or collateral.

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

-10 -
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NOTE 4 - INTERFUND TRANSFERS

During the year, the Board transferred $1,500,000 from the Transportation Fund to Operations and
Maintenance Fund and $1,500,000 from the Transportation Fund to the General Fund (Educational
Accounts). These transfers were made to support operations as the funds have met their levy rate ceilings.
In addition, the Board transferred $112,753 from the General Fund (Educational Accounts) to the Debt
Service Fund to meet debt service requirements on the District's debt certificates.

State law allows for the above transfers.

NOTE 5 - LONG TERM LIABILITIES

Changes in General Long-term Liabilities. The following is the long-term liability activity for the District for the

year ended June 30, 2016:

Beginning Ending Due Within
Balance Additions Deletions Balance One Year

General obligation bonds  $ 18,714,089 $ 149,412 % 870,012 % 17,993,489 636,514
Unamortized premium 588,365 - 75.420 512,945 -
Total bonds payable 19,302 454 149,412 945432 18,506,434 636.514
Debt certificates 1,060,000 - 70,000 990,000 75,000
Net pension liability - TRS 2,085,831 306,310 348,554 2,043,587 -
Net pension liability -
IMRF 2,060,707 1,283,149 385,876 2,957,980 -
Net OPEB Obligation 203,431 201,883 150,120 255,194 -
Compensated absences 328761 247,997 237,893 338.865 237.893
Total long-term liabilities -
governmental activites 3 25041,184 3 2,188,751 3 2,137875 § 25,092.060 $ 949 407

-11 -
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NOTE 5 - LONG TERM LIABILITIES - (CONTINUED)

Additions to general obligation bonds includes accretion on capital appreciation bonds. The obligations for
the compensated absences, net OPEB obligation, and net pension/liability - TRS will be repaid from the
General Fund, and the obligation for the net pension liability - IMRF will be repaid from the Municipal
Retirement/Social Security Fund.

General Obligation Bonds. (General obligation bonds are direct obligations and pledge the full faith and credit
of the District. General obligation bonds currently outstanding are as follows:

Original Face Carrying
Purpose Interest Rates  Indebtedness Amount Amount

Series 2001A Capital Appreciation

Refunding Bonds dated November 15,

2001 are due in annual instaliments

through November 1, 2021 4.75%t0 5.00% $ 4,105,000 § 3,145,000 $ 2,713,489
Series 2006 School Building Bonds dated

May 1, 2006 are due in annual

installments through November 1, 2025 3.70% to 4.30% 7,950,000 1,420,000 1,420,000
Series 2013A Taxable General Obligation

Refunding School Bonds dated March

4, 2013 are due in annual instaliments

through June 30, 2024 3.50% to 3.63% 1,000,000 1,000,000 1,000,000
Series 2013B Taxable General Obligation

Limited Tax School Bonds dated March

4, 2013 are due in annual installments

through June 30, 2033 3.25% to 3.75% 7,565,000 7,565,000 7,565,000
Series 2015 General Obligation

Refunding School Bonds dated May 6,

2015 are due in annual installments

through May 1, 2026 2.00% to 2.25% 5,375.000 5,295,000 5,285.000
Total $ 25995000 $ 18425000 $  17.993.489

In prior years, the District defeased certain general obligation by placing the proceeds of new bonds in an
irrevocable trust to provide for all future debt service payments on the old bonds. Accordingly, the trust
account assets and the liability for the defeased bonds are not included in the District's financial statements.
At June 30, 2016, $5,210,000 of bonds outstanding are considered defeased.

-12 -
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NOTE 5 - LONG TERM LIABILITIES - (CONTINUED)

Annual debt service requirements to maturity for general obligation bonds are as follows for governmental
type activities:

Principal Interest Total

2017 $ 905,000 $ 527,094 $ 1,432,094
2018 1,005,000 487,394 1,492,394
2019 1,095,000 454,144 1,649,144
2020 1,180,000 429,569 1,609,569
2021 1,280,000 401,969 1,681,969
2022 - 2026 6,945,000 1,556,941 8,501,941
2027 - 2031 4,165,000 800,825 4,965,825
2032 -2033 1,850,000 103,500 1,953,500

Total $ 18425000 % 4761436 $ 23,186,436

The District 1s subject to the Illinois School Code, which limits the amount of certain indebtedness to 6.9%
of the most recent available equalized assessed valuation of the District. As of June 30, 2016, the statutory
debt limit for the District was $20,491,188, providing a debt margin of §2,885,851.

Debt Certificates During the year ended June 30, 2010, the District issued Series 2009 Debt Certificates in the
amount of $1,265,000 for the partial refunding of lease certificates and for roof repair at Queen Bee School.
The Debt Certificates require annual repayments which begin January 1, 2013 and extend through January
1, 2027. The obligations for the Debt Certificates will be repaid from the Debt Service Fund via transfers
from the General Fund.

Annual debt service requirements to maturity for debt certificates are as follows:

Principal Interest Total

2017 $ 75,000 $ 40,477 $ 115,477
2018 75,000 37,853 112,853
2019 80,000 35,040 115,040
2020 80,000 32,040 112,040
2021 85,000 28,840 113,840
2022 - 2026 485,000 88,640 573,640
2027 110,000 4840 114,840

Total 3 990.000 $ 267,730 $ 1,257,730

-13-
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NOTE 6 - RISK MANAGEMENT

The District is exposed to various risks of loss related to employee health benefits; workers' compensation
claims; theft of, damage to, and destruction of assets; and natural disasters. To protect from such risks, the
District participates in the following public entity risk pools: Educational Benefit Cooperative (EBC) for
some or all of the employees' benefits and Collective Liability Insurance Cooperative to administer workers'
compensation claims, casualty, property, and liability protection, and all insurance other than health, life
and accident coverages procured the member districts. The District pays annual premiums to the pools for
msurance coverage. The arrangements with the pools provide that each will be self-sustaining through
member premiums and will reinsure through commercial companies for claims in excess of certain levels
established by the pools. There have been no significant reductions in insurance coverage from coverage in
any of the past three fiscal years. Settled claims resulting from these risks have not exceeded commercial
insurance coverage in any of the past three fiscal years.

NOTE 7 -~ JOINT AGREEMENTS

The District is a member of the Cooperative Association for Special Education (CASE), a joint agreement
that provides certain special education programs and services to residents of many school districts. The
District believes that because it does not control the selection of the governing authority, and because of the
control over employment of management personnel, operations, scope of public service, and special
financing relationships exercised by the joint agreement governing boards, these are not included as
component units of the District.

Complete financial statements for CASE can be obtained from the administrative office at 22W600
Butterfield Road, Glen Ellyn, Illinois 60137.

NOTE 8 - OTHER POST-EMPLOYMENT BENEFITS

Teachers' Health Insurance Security

The District participates in the Teacher Health Insurance Security (THIS) Fund, a cost-sharing, multiple-
employer defined benefit post-employment healthcare plan that was established by the [llinois 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.

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 [llinois 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.

-4 -
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NOTE 8 - OTHER POST-EMPLOYMENT BENEFITS - (CONTINUED)

On Behalf Contributions to THIS Fund. The State of Illinois makes employer retiree health insurance
contributions on behalf of the District. State contributions are intended to match contributions to THIS
Fund from active members which were 1.07 percent of pay during the year ended June 30, 2016. State of
Ilinois contributions were $116,835, and the District recognized revenues and expenditures of this amount
during the year.

State contributions intended to match active member contributions during the years ended June 30, 2015
and June 30, 2014 were 1.02 and .97 percent of pay, respectively. For these years, state contributions on
behalf of District employees were $111,773 and $106,100, respectively.

Employer Contributions to THIS Fund. The District also makes contributions to THIS Fund. The District's
THIS Fund contribution was 0.80 percent during the year ended June 30, 2016 and 0.76 and 0.72 percent
during the years ended June 30, 2015 and 2014, respectively. For the years ended June 30, 2016, 2015 and
2014 the District paid $87,353, $83,282 and $78,754 to the THIS Fund, respectively, which was 100 percent
of the required contribution for those years.

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."

Medical Insurance Retirement Program

The District administers a single-employer defined benefit healthcare plan ("the Medical Insurance
Retirement Program™). The plan provides for eligible retirees and their spouses and covers both active and
retired members. Benefit provisions are established through personnel policy guidelines and state that
eligible retirees and their spouses at established contribution rates. The Medical Insurance Retirement
Program does not issue a publicly available financial report.

Contribution requirements are established through personnel policy guidelines and may be amended by the
action of the governing body. IMRF employees may choose to continue on the District's medical plan until
age 65. The District will continue to pay the amount of the single HMO medical premium in the year that
the employee retires. The retiree is responsible for any rate increases and dependent coverage is not
subsidized. If an IMRF employee chooses not to continue on the District's medical plan upon retirement,
they may elect a one-time payment based on years of service at retirement. Years of service groups are 12-15
years, 16-19 years, 20-24 years, and 25+ years with cash payments of §3,000, $3,800, $4,500, and $5,000,
respectively. TRS retirees are not eligible to continue on the District's medical coverage upon retirement.
Instead, the District offers an annual stipend for three years which is determined based on years of service at
retirement. Years of service groups are 10-14 years, 15-19 years, and 20+ years with annual stipends of
$1,500, $2,000, and $2,500, respectively. The District will cover 100% of medical expenses for eligible
retired administrators and their spouses until the earliest of age 65 or the completion of ten years.

-15-
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NOTE 8 - OTHER POST-EMPLOYMENT BENEFITS - (CONTINUED)

The District's annual other postemployment benefit (OPEB) cost (expense) is calculated based on the
annual required contribution of the employer (ARC) The ARC represents a level of funding that, if paid on
an ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial liabilities
(or funding excess) over a period not to exceed thirty years. The following table shows the components of
the District's annual OPEB cost for the year, the amount actually contributed to the Medical Insurance
Retirement Program, and changes in the District's net OPEB obligation to the Medical Insurance
Retirement Program:

Annual required contribution $ 200,527
Interest on net OPEB obligation 8,137
Adjustment to annual required contribution (6.781)
Annual OPEB cost 201,883
Contributions made (150.120)
Increase in net OPEB obligation (asset) 51,783
Net OPEB Obligation (Asset) - Beginning of Year 203,431
Net OPEB Obligation (Asset) - End of Year 3 255 194

The District's annual OPEB cost, the percentage of annual OPEB cost contributed to the Medical Insurance
Retirement Program, and the net OPEB obligation for June 30, 2016 is as follows:

Percentage of
Annual OPEB Net OPEB

Annual OPEB Cost Obligation
Fiscal Year Ended Cost Contributed (Asset)
June 30, 2016 $ 201,883 7436 % 3 255,194
June 30, 2015 192,242 62.31 % 203,431
June 30, 2014 192,242 62.31 % 130,968

The funded status of the Medical Insurance Retirement Program as of June 30, 2016, the most recent
actuarial valuation date, is as follows:

Actuarial accrued liability (AAL) 3 2,209,628
Actuarial value of plan assets -
Unfunded Actuarial Accrued Liability (UAAL) $ 2,209,628
Funded ratio (actuarial value of plan assets/AAL) -%
Covered payroll (active plan members) $ 13,874,627
UAAL as a percentage of covered payroll 15.93%
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QUEEN BEE SCHOOL DISTRICT 16
NOTES TO BASIC FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2016

NOTE 8 - OTHER POST-EMPLOYMENT BENEFITS ~ (CONTINUED)

Actuarial valuations of an ongoing plan involve estimates for the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include assumptions
about future employment, mortality, and the healthcare cost trend. Amounts determined regarding the
funded status of the plan and annual required contributions of the employer are subject to continual revision
as actual results are compared with past expectations and new estimates are made about the future. The
schedule of funding progress, presented as required supplementary information following the notes to the
financial statements, presents multiyear trend information that shows whether the actuarial value of plan
assets is increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan is
understood by the employer and plan members) and include the type of benefits provided at the time of
each valuation and the historical pattern of sharing benefit costs between the employer and plan members to
that point. The methods and assumptions used include techniques that are designed to reduce short-term
volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term
perspective of the calculations.

In the June 30, 2016 actuarial valuation, the entry age actuarial cost method was used. The actuarial
assumptions include a 4 percent investment rate of return and an annual healthcare cost trend rate of 2
percent initially, increased by increments to an ultimate rate of 6 percent after 8 years. The actuarial value
of the Medical Insurance Retirement Program assets was determined using techniques that spread the
effects of short-term volatility in the market value of investments over a three-year period. The Medical
Insurance Retirement Program's unfunded actuarial accrued liability is being amortized as a level of
percentage of projected payroll on an open basis. The remaining amortization period at June 30, 2016 1s 30
years.

NOTE 9 - RETIREMENT SYSTEMS

The retirement plans of the District include the Teachers’ Retirement System of the State of Illinois (TRS)
and the Illinois Municipal Retirement Fund (IMRF). Most funding for TRS is provided through payroll
withholdings of certified employees and contributions made by the State of Illinois on-behalf of the District.
IMREF is funded through property taxes and a perpetual lien of the District’s corporate personal property
replacement tax. Each retirement system is discussed below.

Teachers' Retirement System

Plan Description. 'The District participates in the Teachers’ Retirement System of the State of Illinois (TRS).
TRS is a cost-sharing multiple-employer defined benefit pension plan that was created by the Illinois
legislature for the benefit of Illinois public school teachers employed outside the city of Chicago. TRS
members include all active nonannuitants 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) 877-0890,

option 2.
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QUEEN BEE SCHOOL DISTRICT 16
NOTES TO BASIC FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2016

NOTE 9 - RETIREMENT SYSTEMS - (CONTINUED)

Benefits Provided. TRS provides retirement, disability, and death benefits. Tier I members have TRS or
reciprocal system service prior to January 1, 2011. T7er 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 IT are identical to those of T7er I. Death benefits are payable under a
formula that is different from Tier I.

Essentially all T7er 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. T7er IT 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, 2016 was 9.4 percent of creditable earnings. The member contribution,
which may be paid on behalf of employees by the District, is submitted to TRS by the District.

On Behalf Contributions to TRS. The State of Illinois makes employer pension contributions on behalf of the
District. For the year ended June 30, 2016, State of Illinois contributions recognized by the District were
based on the state’s proportionate share of the collective net pension liability associated with the District,
and the District recognized revenue and expenditures of $5,814,890 in pension contributions from the State
of Minois.

2.2 Formula Contributions. Employers contribute 0.58 percent of total creditable earnings for the 2.2 formula
change. The contribution rate is specified by statute. Contributions for the year ended June 30, 2016, were
$63,368, and are deferred because they were paid after the June 30, 2015 measurement date.

Federal and Trust Fund Contributions. When TRS members are paid from federal and special trust funds
administered by the District, there is a statutory requirement for the District to pay an employer pension
contribution from those funds. Under a policy adopted by the TRS Board of Trustees that has been in effect
since the fiscal year ended June 30, 2006, employer contributions for employees paid from federal and
special trust funds will be the same as the state contribution rate to TRS. Public Act 98-0674 now requires
the two rates to be the same.
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NOTE 9 - RETIREMENT SYSTEMS - (CONTINUED)

For the year ended June 30, 2016, the District pension contribution was 36.06 percent of salaries paid from
federal and special trust funds. Contributions for the year ended June 30, 2016, were $13,478, which was
equal to the District's required contribution. These contributions are deferred because they were paid after
the June 30, 2015 measurement date.

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

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

District's proportionate share of the collective net pension liability 3 2,043,587
State's proportionate share of the collective net pension liability associated with the District 70,975,239
Total 3 73.018,826

The net pension liability was measured as of June 30, 2015, and the total pension liability used to calculate
the net pension liability was determined by an actuarial valuation as of June 30, 2014, and rolled forward to
June 30, 2015. The District’s proportion of the net pension liability was based on the District’s share of
contributions to TRS for the measurement year ended June 30, 2013, relative to the projected contributions
of all participating TRS employers and the state during that period. At June 30, 2015, the District’s
proportion was 0.00311950 percent, which was a decrease of 0.00342736 from its proportion measured as of
June 30, 2014.

Summary of Significant Accounting Policies. For purposes of measuring the collective net pension liability,
deferred outflows of resources and deferred inflows of resources related to pensions, and pension expense,
information about the fiduciary net position of TRS and additions to/deductions from TRS fiduciary net
position have been determined on the same basis as they are reported by TRS. For this purpose, benefit
payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.

Actuarial Assumptions. The assumptions used to measure the total pension liability in the June 30, 2015
actuarial valuation included (a) 7.50% investment rate of return net of pension plan investment expense,
including inflation, (b) projected salary increases varies by amount of service credit, and (c) inflation of
3.00%.

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

Mortality. Mortality rates were based on the RP-2014 White Collar Table with adjustments as appropriate
for TRS experience. The rates are used on a fully-generational basis using projection table MP-2014.
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NOTE 9 - RETIREMENT SYSTEMS - (CONTINUED)

Long-Term Expected Real Rate of Return. The long-term expected rate of return on pension plan investments
was determined using a building-block method in which best-estimate ranges of expected future real rates of
return (expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return by weighting
the expected future real rates of return by the target asset allocation percentage and by adding expected
inflation. The target allocation and best estimates of arithmetic real rates of return for each major asset class
that were used by the actuary are summarized in the following table:

Long-Term

Target Expected Real
Asset Class Allocation Rate of Return
U.S. large cap 18.00 % 7.53 %
Global equity excluding U.S. 18.00 % 7.88 %
Aggregate bonds 16.00 % 1.57 %
U.S. TIPS 2.00 % 2.82 %
NCREIF 11.00 % 511 %
Opportunistic real estate 4.00 % 9.09 %
ARS 8.00 % 2.57 %
Risk parity 8.00 % 4.87 %
Diversified inflation strategy 1.00 % 3.26 %
Private equity 14.00 % 12.33 %

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

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

At June 30, 2014, the discount rate used to measure the total pension liability was 7.50 percent. The
discount rate was the same as the actuarially-assumed rate of return on investments that year because TRS’s
fiduciary net position and the subsidy provided by Tier 1T were sufficient to cover all projected benefit
payments.
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NOTE 9 - RETIREMENT SYSTEMS - (CONTINUED)

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

Current
1% Decrease Discount Rate 1% Increase

District's proportionate share of the collective net pension
liability $ 2525373 % 2,043,587 § 1,648,510

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to Pensions. For the
year ended June 30, 2016, the District recognized pension expense of $148,180 and on-behalf revenue of
$5,814,890 for support provided by the state. At June 30, 2016, the District's deferred outflows of resources
and deferred inflows of resources related to pensions were from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual experience $ 759 % 2,240
Net difference between projected and actual earnings on pension plan
investments 40,472 71,560
Assumption changes 28,261 -
Changes in proportion and differences between District contributions and
proportionate share of contributions - 351,537
District contributions subsequent to the measurement date 76,846 -
Total 3 146,338 § 425,337

The amount reported as deferred outflows resulting from contributions subsequent to the measurement date
in the above table will be recognized as a reduction in the net pension liability for the year ending June 30,
2017. The remaining amounts reported as deferred outflows and inflows of resources related to pensions
(5(355,845)) will be recognized in pension expense as follows:

Year Ending June 30, Amount
2017 3 (109,186)
2018 (109,186)
2019 (109,186)
2020 (28.287)
Total 3 (355,845)

lllinois Municipal Retirement Fund

Plan Description. 'T'he 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 affiliated with the Illinois Municipal Retirement Fund (IMRF), an agent multiple-employer
plan. 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 financial report that includes financial statements and
required supplementary information. The report may be obtained on-line at www.imif.org.
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NOTE 9 - RETIREMENT SYSTEMS - (CONTINUED)

All employees hired in positions that meet or exceed the prescribed annual hourly standard must be enrolled
i IMRF as participating members. Public Act 96-0889 created a second tier for IMRF’s Regular Plan.
IMRF assigns a benefit tier to a member when he or she is enrolled in IMRF. The tier is determined by the
member’s first IMRF participation date. If the member first participated in IMRF before January 1, 2011,
they participate in Regular Tier 1. If the member first participated in IMRF on or after January 1, 2011, they
participate in Regular Tier 2.

For Regular Tier I, pension benefits vest after eight years of service. Participating members who retire at or
after age 60 with 8 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 1s the highest total eamings during any consecutive 48 months within the last 10 years of service,
divided by 48. Under Regular Tier 1, the pension is increased by 3% of the original amount on January |
every year after retirement. For Regular Tier 2, pension benefits vest after ten years of service. Participating
members who retire at or after age 67 with 10 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 Regular Tier 2, the pension is increased on January 1 every year after retirement, upon reaching age 67, by
the fesser of 3% of the original pension amount, or 1/2 of the increase in the Consumer Price Index of the original
pension amount. IMRF also provides death and disability benefits. These benefit provisions and all other
requirements are established by state statute.

Plan Membership. At December 31, 2015, the measurement date, membership of the plan was as follows:

Retirees and beneficiaries 76
Inactive, non-retired members 91
Active members 82
249

Total

Contributions. As set by statute, District employees participating in IMRF are required to contribute 4.50
percent of their annual covered salary. The statute requires the District to contribute the amount necessary,
in addition to member contributions, to finance the retirement coverage of its own employees. The
District's actuarially determined contribution rate for calendar year 2015 was 12.24 percent of annual
covered payroll. 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 the IMRF Board of Trustees, while the supplemental retirement benefits rate is set by
statute.

Net Pension Liability/(Asset). The net pension liability/(asset) was measured as of December 31, 2015, and
the total pension liability used to calculate the net pension liability/(asset) was determined by an annual
actuarial valuation as of that date.
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NOTE 9 - RETIREMENT SYSTEMS - (CONTINUED)

Surmmary of Significant Accounting Policies, For purposes of measuring the net pension liability/(asset),
deferred outflows of resources and deferred inflows of resources related to pensions, and pension expense,
information about the fiduciary net position of IMRF and additions to/deductions from IMRF fiduciary net
position have been determined on the same basis as they are reported by IMRFE. For this purpose, benefit
payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.

Actuarial Assumptions. The assumptions used to measure the total pension liability in the December 31, 2015
annual actuarial valuation included (a) 7.47% investment rate of return, (b) projected salary increases from
3.75% to 14.50%, including inflation, and (c) price inflation of 2.75%. The retirement age is based on
experience-based table of rates that are specific to the type of eligibility condition. The tables were last
updated for the 2014 valuation pursuant to an experience study of the period 2011-2013.

Mortality. For non-disabled retirees, an IMRE specific mortality table was used with fully generational
projection scale MP-2014 (base year 2014). The IMRF specific rates were developed from the RP-2014 Blue
Collar Health Annuitant Mortality Table with adjustments to match current IMRF experience. For
disabled retirees, an IMRF specific mortality table was used with fully generational projection scale MP-
2014 (base year 2014). The IMREF specific rates were developed from the RP-2014 Disabled Retirees
Mortality Table applying the same adjustment that were applied for non-disabled lives. For active
members, an IMRF specific mortality table was used with fully generational projection scale MP-2014 (base
year 2014). The IMRF specitic rates were developed from the RP-2014 Employee Mortality Table with
adjustments to match current IMRF experience.

Long-Term Expected Real Rate of Return. 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 arithmetic and geometric real rates of return for each major asset class
are summarized in the following table:

Projected Returns/Risk

Target One Year Ten Year
Asset Class Allocation Arithmetic Geometric
Equities 38.00 % 8.85 % 7.39 %
International equities 17.00 % 9.55 % 7.59 %
Fixed income 27.00 % 3.05% 3.00 %
Real estate 8.00 % 7.20% 6.00 %
Alternatives 9.00 %
Private equity 13.15 % 8.15 %
Hedge funds 555 % 525 %
Commodities 4.40 % 275 %
Cash equivalents 1.00 % 2.25 % 2.25 %
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NOTE 9 - RETIREMENT SYSTEMS - (CONTINUED)

Discount Rate. The discount rate used to measure the total pension liability for IMRT was 7.47%. The
discount rate calculated using the December 31, 2014 measurement date was 7.48%. The projection of cash
flows used to determine the discount rate assumed that member contributions will be made at the current
contribution rate and that District contributions will be made at rates equal to the difference between
actuarially determined contribution rates and the member rate. Based on those assumptions, the fiduciary
net position was projected not to be available to make all projected future benefit payments of current plan
members. Therefore, the long-term expected rate of return on investments of 7.50% was blended with the
index rate of 3.57% for tax exempt 20-year general obligation municipal bonds with an average AA credit
rating at December 31, 2015 to arrive at a discount rate of 7.47 used to determine the total pension lLability.
The year ending December 31, 2085 is the last year in the 2016 to 2115 projection period for which
projected benefit payments are fully funded.

Discount Rate Sensitivity. The following is a sensitivity analysis of the net pension liability /(asset) to changes
in the discount rate. The table below presents the pension liability of the District calculated using the
discount rate of 7.47% as well as what the net pension liability/(asset) would be if it were to be calculated
using a discount rate that is 1 percentage point lower (6.47%) or 1 percentage point higher (8.47%) than the
current rate:

Current
1% Decrease Discount Rate 1% Increase

Total pension liability $ 16,771,332 $ 14,783,575 $ 13,148,586
Plan fiduciary net position 11.825 695 11,825,595 11.825.595
Net pension liability/(asset) $ 4945737 $§ 2957980 S 1,322,991

Changes in Net Pension Liability/(Asset). The District's changes in net pension liability/(asset) for the calendar
year ended December 31, 2015 was as follows:

Increase (Decrease)
Total Pension Plan Fiduciary Net Pension

Liability Net Position Liability/(Asset)
(a) (b) (@ -(b)

Balances at December 31, 2014 $ 13,870,794 $ 11,810,087 § 2,060,707
Service cost 337,385 - 337,385
Interest on total pension liability 1,029,114 - 1,029,114
Differences between expected and actual experience of
the total pension liability 90,563 - 90,563
Change of assumptions 18,279 - 18,279
Benefit payments, including refunds of employee
contributions (562,560) (562,560) -
Contributions - employer - 385,876 (385,876)
Contributions - employee - 141,866 (141,866)
Net investment income - 58,963 (58,963)
Other (Net Transfer) - (8.637) 8637

Balances at December 31, 2015 $ 14783575 $ 11825595 § 2,957,980
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NOTE 9 - RETIREMENT SYSTEMS - (CONTINUED)

FPension Expense and Deferred Qutflows of Resources and Deferred Inflows of Resources Related to Pensions. For the
year ended June 30, 2016, the District recognized pension expense of $757,555. The District's deferred
outflows and inflows of resources related to pension were from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual experience $ 105,323 $ -
Assumption changes 249,406 -
Net difference between projected and actual earnings on pension plan
investments 752,603 -
Contributions subsequent to the measurement date 201,675 -
Total 3 1,309,007 $ -

The amount reported as deferred outflows resulting from contributions subsequent to the measurement date
in the above table will be recognized as a reduction in the net pension liability/(asset) for the year ending
June 30, 2017. The remaining amounts reported as deferred outflows and inflows of resources related to
pensions ($1,107,332) will be recognized in pension expense as follows:

Year Ending December 31, Amount
2016 $ 408,412
2017 322,879
2018 211,009
2019 165,032
Total 3 1,107,332

NOTE 10 - STATE AND FEDERAL AID CONTINGENCIES

The District has received federal and state grants for specific purposes that are subject to review and audit by
the grantor agencies. Such audits could lead to requests for reimbursements to the grantor agency for
expenditures disallowed under terms of the grants. Management believes such disallowance, if any, would
be immaterial.

NOTE 11 - STATE OF ILLINOIS FUNDING

The District receives approximately 22% of its annual revenue from the State of Illinois (“the state™).
Published reports have indicated that the state is experiencing financial difficulties which have led to delays
1n the state’s funding of certain grant programs to Illinois school districts. Included in District receivables at
June 30, 2016 is $327,125 of amounts the state has acknowledged as due the District in past due grant
funds. Of'this amount, $67,370 was received by August, 2016. The remaining uncollected amount has not
been recognized as current year revenue in the fund financial statements since it does not meet the District’s
criteria of availability used for revenue recognition.

It 1s believed that the state will continue to delay payment of certain grants during subsequent fiscal years.
At June 30, 2016, the District feels it has adequate fund balance reserves to sustain the revenue shortfall,
however, continued delays into subsequent years, or a change in the method of state funding, could have an
adverse effect on future District financial results.
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AUDITOR'S QUESTIONNAIRE

INSTRUCTIONS: if your review and testing of State, Local, and Federal Programs revealed any of the following statements to be true, then check

the

box on the left, and attach the appropriate findings/comments.

PART A - FINDINGS

1. One or more school board members, administrators, certified school business officials, or other qualifying district employees failed to file economic
interest statements pursuant to the Minois Government Ethics Act. [5 ILCS 420/4A-101]
2. One or more custodians of funds failed to comply with the bonding requirements pursuant to Sections 8-2, 10-20.19 or 19-6 of the Schocl Code.
[105 ILCS 5/8-2; 10-20.19; 19-6]
3. One or more contracts were executed or purchases made contrary to the provisions of Section 10-20.21 of the School Code. [105 ILCS 5/10-20.21]
4. One or more violations of the Public Funds Deposit Act or the Public Funds Investment Act were noted. [30 ILCS 225/1 et seq. and 30 ILCS 235/1 et. seq.]
5. Restricted funds were commingled in the accounting records or used for other than the purpose for which they were restricted.
6. One or more short-term loans or short-term debt instruments were executed in non-conformity with the applicable authorizing statute or without statutory Authority.
7. One or more long-term loans or long-term debt instruments were executed in non-conformity with the applicable authorizing statute or without statutory Authority.
8. Corporate Personal Property Replacement Tax monies were deposited and/or used without first satisfying the lien imposed pursuant to the State
Revenue Sharing Act. [30ILCS 115/12]
9. One or more interfund loans were made in non-conformity with the applicable authorizing statute or without statutory authorization.
10. One or more interfund loans were outstanding beyend the term provided by statute.
11. One or more permanent transfers were made in non-conformity with the applicable authorizing statute/regulation or without statutory/regulatory authorization.
12. Subslantial, or systematic misclassification of budgetary items such as, but not limited to, revenues, receipts, expenditures, disbursements or expenses
were observed.
13. The Chart of Accounts used to define and control budget and accounting records does not conform to the minimum requirements imposed by
ISBE rules pursuant to Sections 2-3.27 and 2-3.28 of the School Code. [105 ILCS 5/2-3.27, 2-3.28]
14. At least one of the following forms was filed with ISBE late: The FY15 AFR (ISBE FORM 50-35), FY15 Annual Statement of Affairs (ISBE Form 50-37)
and FY16 Budget (ISBE FORM 50-36). Explain in the comments box below.
ISBE rules pursuant to Sections 3-15.1, 10-17, and 17-1 of the School Code [105 ILCS 5/3-15,1; §/10-17; 6/17-1]
PART B - FINANCIAL DIFFICULTIES/CERTIFICATION Criteria pursuant to Section 1A-8 of the School Code [105 ILCS 5/1A-8]
15. The district has issued tax anticipation warrants or tax anticipation notes in anticipation of a second year's taxes when warrants or notes in
anticipation of current year taxes are still outstanding, as authorized by Sections 17-16 or 34-23 thru 34-27 of the School Code.
[105 ILCS 5/17-16 or 34-23 thru 34-27]
16. The district has issued short-term debt against two future revenue sources, such as, but not limited to, tax anticipation warrants and General State Aid
certificates or tax anticipation warrants and revenue anticipation notes.
17. The district has issued school or teacher orders for wages as permitted in Sections 8-16, 32-7.2 and 34-76 of the Schoof Code or issued funding
bonds for this purpose pursuant to Section 19-8 of the School Code. [105 ILCS 5/8-6, 32-7.2, 34-76, and 19-8]
18. The district has for two consecutive years shown an excess of expenditures/other uses over revenues/other sources and beginning fund balances
on its annual financial report for the aggregate totals of the Educational, Operations & Maintenance, Transportation, and Working Cash Funds.
PART C - OTHER ISSUES
19. Student Activity Funds, Imprest Funds, or other funds maintained by the district were excluded from the audit.
20. Findings, other than those listed in Part A (above), were reported (e.g. student activity fund findings).
21. Federal Stimulus Funds were not maintained and expended in accordance with the American Recovery and Reinvestment Act (ARRA) of 2009. If checked,
an explanation must be provided.
X 22, Check this box if the district is subject to the Property Tax Extension Limitation Law. Effective Date:  10/1/1991  (Ex: 00/00/0000)
23. If the type of Auditor Report designated on the cover page is other than an unqualified opinion and is due to reason(s) other than solely Cash Basis Accounting,

please check and explain the reason(s) in the box below.

Printed: 12/14/2016 afr-16-form.xlsm
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This page is provided for detailed itemizations as requested within the body of the report.

Type Below.

1. Page 11, Row 107 Other Local Revenues

2. Page 12, Row 171 Other Restricted Revenue from State Sources
3. DS Fund - Page 18, Row 165 Debt Services - Other

4. Page 25, Schedule of Long-Term Debt - Differences

Queen Bee School District 16
19-022-0160-02

Reimbursements from employees, E-rate revenues.

Hold Harmless Funds
Bond paying agent fees, bond issuance costs,
Accretion on capital appreciation bonds.
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Do not enter negative numbers. Reports with negative numbers will be retumed for correction.

GASE Statement No. 24; Accounting and Financial Reporting for Certain Grants and Other Financial Assistance. The "On Behalf of* Payments should only be reflected
on this page.

Equals Line 8 minus Line 17

May require notification to the county clerk to abate an equal amount from taxes next exlended. Refer to Section 17-2.11 for the applicable provisions and other "limited" transfer
authority to O&M through June 30, 2013

Requires notification to the county clerk to abate an equal amount from taxes next extended. See Section 10-22.14

Use of proceeds from the sale of school sites buildings, or other real estate is limited. See Sections 5-22 and 10-22.8 of the School Code.

Include revenue accounts 1110 through 1115, 1117, 1118 & 1120. Include taxes for bonds sold that are in addition to those identified separately.

Educational Fund (10} - Computer Technology only.

Gorporate personal property replacement tax revenue must be first applied to the Municipal Retirement/Social Security Fund to replace tax revenue lost due to the
abolition of the corporate personal property tax (30 ILCS 115/12). This provision does not apply to taxes levied for Medicare-Only purposes.

Include only tuition payments made to private facilities. See Function 4200 or 4400 for public facility disbursements/expenditures.

Payment towards the retirement of lease/purchase agreements or bonded/other indebtedness (principal only) otherwise reported within the fund—e.qg. alternate revenue
bonds( Describe & ltemize).

Only abolishment of Working Cash Fund must transfer its funds directly to the Educational Fund upon adoption of a resolution and at the close of the

current school Year (see 105 ILCS 5/20-8 for further explanation)

Only abatement of working cash fund can transfer its funds to any fund in most need of money (see 105 ILCS 5/20-10 for further explanation)
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