COUNTY BOARDS OF EDUCATION
SUGGESTED NOTES TO THE FINANCIAL STATEMENTS

CHANGES FOR FY 10

B.
District-wide and fund financial statements:

The funds maintained by the Board are:  (Delete funds not maintained by the board)
Special Revenue Fund – American Reinvestment and Recovery Act (ARRA): A separate special revenue fund to account for all revenues and expenditures attributable to ARRA funds that are legally restricted to expenditure for specific purposes. 

Note 3 - Change in Accounting Policy:  (NOTE: Use only if FY 2010 is the first year of GASB 45 implementation.)
The Board changed its method of accounting for the following items in order to comply with accounting principles generally accepted in the United States of America:

GASB 16 - For the fiscal year ended June 30, 2008, the Board included in compensated absences an estimate amount for accrued personal leave using the guidance provided in GASB Statement 16.  However, subsequent to the end of the year, the State Auditor has determined that accrued personal leave should not be considered a termination benefit, therefore the liability associated with accrued personal leave is not included as compensated absences for the fiscal year ended June 30, 2010.  The liability associated with accrued personal leave is now included as a part of other post employment benefits under the reporting requirements of GASB 45.   

GASB 45 – The Board implemented GASB Statement 45 reporting requirements Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions for the year ended June 30, 2010.  In addition to pensions, many state and local governmental employers provide other postemployment benefits (OPEB) as part of the total compensation offered to attract and retain the services of qualified employees. OPEB includes postemployment healthcare, as well as other forms of postemployment benefits when provided separately from a pension plan.  This statement establishes standards for the measurement, recognition, and display of OPEB expenditures and related liabilities, note disclosures, and, if applicable, required supplementary information (RSI) in the financial reports of state and local governmental employers.

As a cost-sharing employer, the Board is required to recognize OPEB expenditures for the contractually required contributions to the plan on the modified accrual basis.  Therefore, the unpaid OPEB at June 30 will be reported on the Balance Sheet as “Other postemployment benefit payable – state aid eligible employees” and “Other postemployment benefit payable – all other employees”. 

In the prior year, an estimate of the accrued sick leave liability was recording using guidance from GASB 16.  An adjustment was made to beginning net assets to remove that balance from the entity-wide Statement of Net Assets.

Also in the two prior years, the Board was billed for other postemployment benefits that were not paid.  This current liability was not reported in the prior year because GASB 45 implementation was not required for the Board until fiscal year ending June 30, 2010. An adjustment was made to beginning fund balance and beginning net assets to add that balance to the figures previously reported.

Restatement of Net Assets:


Net Assets – July 1, 2009, as previously reported

__________________


Add:  Long-term obligations – sick leave payable 

__________________


Less: Current liability – other postemployment benefits 


         payable attributable to fiscal years 2008 and 2009

__________________


Net Assets – July 1, 2009, adjusted due to adoption of 

         accounting policy





__________________

Restatement of Fund Balance:

Fund Balance – July 1, 2009, as previously reported

__________________


Less: Current liability – other postemployment benefits 


         payable attributable to fiscal years 2008 and 2009

__________________


Fund Balance – July 1, 2009, adjusted due to adoption of 

         accounting policy





__________________
Note 10 - Employee Retirement System:
Teachers' Defined Benefit Retirement System:
Plan Description:  The Teachers’ Defined Benefit Retirement System is a cost-sharing, multiple-employer public employee defined benefit retirement system which was established on July 1, 1941 and was closed for new members on July 1, 1991.  Beginning July 1, 2005, all new employees become members of this plan.  To qualify for full benefits, a member must be age 60 with at least five years of credited service, or be age 55 with at least 30 years of credited service or any age with at least 35 years of credited service.  A member may receive a disability benefit after completing ten years of service, if the member is disabled for six months, unable to perform his or her regular occupation, and the Retirement Board expects the disability to be permanent.

Upon retirement members select one of five benefit payment options. If a member terminates employment with at least five years of credited service, he may freeze his membership until he qualifies for retirement or he may withdraw his contributions from the plan.  The employers’ contributions remain with the plan.  Retirement benefits are based on two percent of the average member's five highest fiscal years of total earnings from covered employment during the member's last 15 years of service.


The normal form of benefit is a single life annuity paid monthly, in an amount equal to 2% of the final average salary times years of credited service. Other forms of benefits may be elected subject to actuarial reduction: Cash Refund Annuity, 50% or 100% Contingent Joint and Survivor Annuities, and ten year Certain and Life Annuities. Pre-retirement death benefits are paid to the spouse of a deceased member who had attained the age 50 and completed 25 years of credited service. The annuity payment is computed as if the member had retired on the date of death with a 100% Joint and Survivor pension. If the member's age and service are less than that required, the sum of the accumulated member's and employer contributions with interest is paid to the member's beneficiary or estate.

Funding Status: According to the 2009 Actuarial Valuation Report of the Teachers’ Retirement System, the plan’s actuarial unfunded liability was $  5.1 billion as of July 1, 2009.
Contribution Requirements and Payments Made:  This is a fully qualified plan by the Internal Revenue Service. Therefore, all employee contributions are tax deferred. Participants contribute 6% of their gross compensation and the board of education contributes 15% of covered members’ gross compensation to the retirement plan, for a total of 21% annually for those who became members prior to July 1, 1991. Participants who became members after July 1, 2005 contribute 6% of their gross compensation and the board of education contributes 7.5% of covered members’ gross compensation to the retirement plan, for a total of 13.5% annually.

The employers’ contributions are derived from state appropriations and county funds.  Federally funded grant programs provide the funding for the employer contributions for salaries paid from federal grants.   

The required contributions for the year ended June 30, 2010, and the two previous years were:


Year ended June 30,
2008
2009
2010               

Required contributions
$ 345,412,000        
$ 404,547,000             $ 487,886,000   

Percent of current

year covered payroll
23.30 %
25.89 %
             29.57 %
Teachers' Defined Contribution Retirement System:
Employees are eligible to participate from the date of employment.  Employee contributions are fully vested, and employer contributions and earnings vest with the member as follows:  one-third after 6 years, two-thirds after 9 years, and 100% after 12 years. The member is fully vested at death or disability. As of June 30, 2009, this plan had approximately $ 222 million in net assets for pension benefits.  Retirement or disability benefits are based solely on the accumulation of dollars in the member's individual account at the time of retirement.  The accounting administration of the Plan is the responsibility of Great West, an independent third party administrator.

Note 11. Post Employment Benefits Other Than Pension:

Based on the latest actuarial evaluation of the RHBT, the annual required contribution (ARC) for the State and the boards of education for fiscal year ended June 30, 2010 was determined to be:







   


   
  Amount/







     

     Total
Policy Holder


Total Annual Required Contribution
$ 791,943,000  
   $ 10,810.62
Pay as you go – Retiree Subsidy 
(122,799,496)
 (1,676.31)


Remaining ARC
$669,143,504
$ 9,134.31
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