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INDEPENDENT AUDITOR’S REPORT 
 
 
Put-in-Bay Local School District 
Ottawa County 
P.O. Box 659 
Put-in-Bay, Ohio 43456-0659 
 
To the Board of Education: 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Put-in-Bay Local School District, Ottawa 
County, Ohio (the District), as of and for the years ended June 30, 2016 and 2015, and the related notes 
to the financial statements.   
 
Management's Responsibility for the Financial Statements 
 
Management is responsible for preparing and fairly presenting these financial statements in accordance 
with the accounting principles generally accepted in the United States of America.  This responsibility 
includes the designing, implementing and maintaining internal control relevant to preparing and fairly 
presenting financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor's Responsibility 
 
Our responsibility is to opine on these financial statements based on our audit.  We audited in accordance 
with auditing standards generally accepted in the United States of America and the financial audit 
standards in the Comptroller General of the United States’ Government Auditing Standards.  Those 
standards require us to plan and perform the audit to reasonably assure the financial statements are free 
from material misstatement.  
 
An audit requires obtaining evidence about financial statement amounts and disclosures.  The procedures 
selected depend on our judgment, including assessing the risks of material financial statement 
misstatement, whether due to fraud or error.  In assessing those risks, we consider internal control 
relevant to the District's preparation and fair presentation of the financial statements in order to design 
audit procedures that are appropriate in the circumstances, but not to the extent needed to opine on the 
effectiveness of the District's internal control.  Accordingly, we express no opinion.  An audit also includes 
evaluating the appropriateness of management’s accounting policies and the reasonableness of their 
significant accounting estimates, as well as our evaluation of the overall financial statement presentation. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our adverse audit opinion.  
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Basis for Adverse Opinion  
 
As described in Note 1 of the financial statements, the District prepared these financial statements using 
the accounting basis Ohio Revised Code Section 117.38 and Ohio Administrative Code Section 117-2-
03(D) permit.  However, Ohio Administrative Code Section 117-2-03(B) requires these statements to 
follow accounting principles generally accepted in the United States of America.  The effects on the 
financial statements of the variances between the regulatory basis of accounting described in Note 1 and 
accounting principles generally accepted in the United States of America, although not reasonably 
determinable, are presumably material. 
 
Adverse Opinion  
 
In our opinion, because of the matter described in the Basis for Adverse Opinion paragraph, the financial 
statements do not present fairly the financial position and results of operations of Put-in-Bay Local School 
District, Ottawa County, Ohio, as of and for the years ended June 30, 2016 and 2015 in accordance with 
accounting principles generally accepted in the United States of America. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated November 22, 
2016, on our consideration of the District’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other 
matters.  That report describes the scope of our internal control testing over financial reporting and 
compliance, and the results of that testing, and does not opine 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 the District’s internal control over financial reporting and compliance.  
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
 
Columbus, Ohio 
 
 
November 22, 2016 
 
 

jrhelle
Yost Signature



Totals
Special Capital (Memorandum

General Revenue Projects Only)
Cash Receipts
Local Sources:
    Taxes                                    2,279,942$   38,842$ 113,014$    2,431,798$     
    Tuition                                  156,501       156,501         
    Earnings on Investments 4,464           10         442            4,916             
    Extracurricular                   2,760    2,760             
    Classroom Materials and Fees            1,080           1,080             
    Other Local 2,224           4,531    1,000         7,755             
Intergovernmental - State 254,334       12,901  10,100       277,335         
Intergovernmental - Federal 53,494  53,494           
Total Cash Receipts 2,698,545    112,538 124,556     2,935,639      

Cash Disbursements
Current:
  Instruction:
    Regular 1,471,680    24,711  1,496,391      
    Special 115,468       13,450  128,918         
  Support Services:
    Pupil                       121,207       121,207         
    Instructional Staff              23,240         2,166    25,406           
    Board of Education           15,119         15,119           
    Administration 220,105       220,105         
    Fiscal                           192,070       819       2,273         195,162         
    Operations and Maintenance 282,837       282,837         
    Pupil Transportation 25,080         25,080           
    Central 3,600    3,600             
Operation of Non-Instructional 48,025  48,025           
Extracurricular Activities 42,653         2,985    45,638           
Facilities Acquisition and Construction 1,609           100       572,856     574,565         
Total Cash Disbursements 2,511,068    95,856  575,129     3,182,053      

Excess of Receipts Over/(Under) Disbursements 187,477       16,682  (450,573)    (246,414)        

Other Financing Receipts
  Reduction of Prior Year Expenditure 1,293           1,293             

Net Change in Fund Cash Balances 188,770       16,682  (450,573)    (245,121)        

Fund Cash Balances, July 1 3,086,485    9,066    480,286     3,575,837      

Fund Cash Balances, June 30
  Restricted 25,748  25,748           
  Committed 85,762         29,713       115,475         
  Unassigned 3,189,493    3,189,493      
Fund Cash Balances, June 30 3,275,255$   25,748$ 29,713$      3,330,716$     

PUT-IN-BAY LOCAL SCHOOL DISTRICT

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.

OTTAWA COUNTY

COMBINED STATEMENT OF RECEIPTS, DISBURSEMENTS, AND
CHANGES IN FUND BALANCES (CASH BASIS)

ALL GOVERNMENTAL FUND TYPES
FOR THE FISCAL YEAR ENDED JUNE 30, 2016
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Totals
Private Purpose (Memorandum

Trust Agency Only)

Operating Cash Receipts
  Extracurricular Activities 38,767$             38,767$                 

Operating Cash Disbursements  
  Other Objects 12,569$             14,401               26,970                   

Operating Income (Loss) (12,569)              24,366               11,797                   
 

Non-Operating Receipts  
  Earnings on Investment 206                    206                        
  Miscellaneous 24,469               24,469                   

Total Non-Operating Cash Receipts 24,675               24,675                   

Net Change in Fund Cash Balances 12,106               24,366               36,472                   

Fund Cash Balances, July 1 167,421             18,601               186,022                 

Fund Cash Balances, June 30 179,527$           42,967$             222,494$               

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.

PUT-IN-BAY LOCAL SCHOOL DISTRICT
OTTAWA COUNTY

COMBINED STATEMENT OF RECEIPTS, DISBURSEMENTS, AND
CHANGES IN FUND BALANCES (CASH BASIS)

ALL FIDUCIARY FUND TYPES
FOR THE FISCAL YEAR ENDED JUNE 30, 2016

4
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

A. Description of the Entity  
 

Put-in-Bay Local School District, Ottawa County, Ohio (the “District”) is a body politic and 
corporate established for the purpose of exercising the rights and privileges conveyed to it by 
the constitution and laws of the State of Ohio.  The District is a local school district as defined 
by Section 3311.03 of the Ohio Revised Code.  The District operates under an elected Board of 
Education (5 members) and is responsible for the provision of public education to residents of 
the District.   
 
The District operates one instructional facility and provides educational services to students 
from kindergarten through grade 12 as authorized by State and/or Federal guidelines. 

 
B. Jointly Governed Organization 

 
Northern Ohio Educational Computer Association 
 
Northern Ohio Educational Computer Association (NOECA) is a jointly governed organization 
among several school districts.  The jointly governed organization was formed for the purpose 
of applying modern technology with the aid of computers and other electronic equipment to the 
administrative and instructional functions among member districts.  Each of the governments 
of these schools supports NOECA based upon a per pupil charge dependent upon the 
software package utilized.  The NOECA assembly consists of a superintendent from each 
participating school district and a representative from the fiscal agent.  NOECA is governed by 
a Board of Directors chosen from the general membership of the NOECA Assembly.  The 
Board of Directors consists of a representative from the fiscal agent, the chairman of each of 
the operating committees, and two Assembly members from each county in which participating 
school districts are limited to its representation on the Board.  The amount paid in fiscal year 
2016 was $18,471.  Financial information can be obtained by contacting Matt Bauer, who 
serves as controller, at 1210 East Bogart Road, Sandusky, Ohio 44870. 

 
C. Public Entity Risk Pools 
 

Ohio School Boards Association Workers’ Compensation Group Rating Plan 
 
The District participates in a group rating plan for workers’ compensation as established under 
Section 4123.29 of the Ohio Revised Code.  The Ohio School Boards Association Workers’ 
Compensation Group Rating Plan (the “Plan”) was established through the Ohio School Boards 
Association (OSBA) as a group purchasing pool. 

 
The Plan’s business and affairs are conducted by a three member Board of Directors consisting 
of the President, the President-Elect, and the Immediate Past President of the OSBA.  The 
Executive Director of the OSBA, or his designee, serves as coordinator of the Plan.  Each year, 
the participating school districts pay an enrollment fee to the Plan to cover the costs of 
administering the program. 
 
San-Ott Insurance Consortium 
 
The District participates in a shared risk pool, with participants from Sandusky and Ottawa 
counties.  The Consortium is governed by an assembly which consists of one representative 
from each participant (usually the superintendent or designee).  The assembly exercises control  
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
over the operation of the consortium.  All consortium revenues are generated from charges for 
services.  Financial information can be obtained by writing to San-Ott Insurance Consortium, 
Paul Lockwood, Treasurer of Gibsonburg Local School District, at 301 Sunset Ave., 
Gibsonburg, Ohio 43431. 

 
D. Basis of Accounting 

 
Although required by Ohio Administrative Code § 117-2-03(B) to prepare its annual financial 
report in accordance with accounting principles generally accepted in the United States of 
America, the District chooses to prepare its financial statements and notes in accordance with 
standards established by the Auditor of State for governmental entities that are not required to 
prepare annual financial reports in accordance with generally accepted accounting principles.  
This basis of accounting is similar to the cash receipts and disbursements basis of accounting.  
Receipts are recognized when received in cash rather than when earned, and disbursements 
are recognized when paid rather than when a liability is incurred.  Budgetary presentations 
report budgetary expenditures when a commitment is made (i.e. when an encumbrance is 
approved).  

 
As a result of the use of this basis of accounting, certain assets and their related revenues 
(such accounts receivable), certain liabilities and their related expenses (such as accounts 
payable and expenses for goods and services received but not yet paid, and accrued expenses  
and liabilities), and certain note disclosures are not recorded in these financial statements. 

 
E. Fund Accounting 

 
The District uses fund accounting to segregate cash that is restricted as to use.  The District 
classifies its funds into the following types: 
 
1. General Fund 

 
The General Fund is the operating fund of the District and is used to account for all 
financial resources except those required to be accounted for in another fund.  The 
General Fund balance is available to the District for any purpose provided it is expended 
or transferred according to the general laws of Ohio. 

 
2. Special Revenue Funds 

 
These funds are used to account for proceeds from specific sources (other than capital 
projects) that are restricted to expenditure for specific purposes.  The District had the 
following significant Special Revenue Funds: 
 

Other Grants Fund – This fund receives property tax monies to support recreational 
activities.  
 
IDEA, Part B Fund – This fund receives Federal monies which assist in the 
identification of handicapped children, and provision of full educational 
opportunities to handicapped children at the preschool, elementary, and secondary 
levels. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Miscellaneous Federal Grants Fund – This fund receives Federal monies that are 
used to carry out activities authorized under other specified Federal programs 

 
3. Capital Projects Funds  

 
These funds are used to account for receipts that are committed for the acquisition or 
construction of major capital projects.  The District had the following significant Capital 
Projects Fund: 
 

Permanent Improvement Fund – This fund receives property tax monies and is 
used to account for all transactions related to the acquiring, constructing, or 
improving of such permanent improvements as are authorized by chapter 5705, 
Ohio Rev. Code. 

 
4. Fiduciary Funds 

 
Fiduciary funds include private purpose trust funds and agency funds.  Trust funds 
account for assets held under a trust agreement for individuals, private organizations, or 
other governments which are not available to support the District’s own programs.   

 
The District’s private purpose trust fund is used to account for money which has been set 
aside as an investment for scholarship programs for students.  The investment income 
from the fund may be expended, but the principal must remain intact.   
 
Agency funds are purely custodial in nature and are used to hold resources for 
individuals, organizations or other governments.  The District disburses these funds as 
directed by the individual, organization or other government.  The District ‘s agency fund 
is used to account for student activity programs which have student participation in the 
activity and have students involved in the management of the program.   

 
F. Budgetary Process 
 

All funds, except agency funds, are legally required to be budgeted and appropriated.  The 
major documents prepared are the certificate of estimated resources and the appropriations 
resolution, both of which are prepared on the budgetary basis of accounting.  The certificate of 
estimated resources establishes a limit on the amount the Board of Education may 
appropriate.  The appropriations resolution is the Board’s authorization to spend resources and 
sets annual limits on cash disbursements plus encumbrances at the level of control selected 
by the Board.  The legal level of control has been established by the Board at the fund level for 
all funds.  Budgetary allocations at the fund level are made by the Treasurer.   

 
The certificate of estimated resources may be amended during the fiscal year if projected 
increases or decreases in receipts are identified by the Treasurer.  

 
The appropriation resolution is subject to amendment throughout the year with the restriction 
that appropriations cannot exceed estimated resources.     
 
A summary of 2016 budgetary activity appears in Note 3. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
G.  Fund Balance 

 
Fund balance is divided into five classifications based primarily on the extent to which the 
District is bound to observe constraints imposed upon the use of the resources in the 
governmental funds.  The classifications are as follows: 

 
Nonspendable - The nonspendable fund balance classification includes amounts that 
cannot be spent because they are not in spendable form or are legally required to be 
maintained intact.  The “not in spendable form” criterion includes items that are not 
expected to be converted to cash.  It also includes the long-term amount of loans 
receivable. 

 
Restricted - Fund balance is reported as restricted when constraints are placed on the 
use of resources that are either externally imposed by creditors (such as through debt 
covenants), grantors, contributors, or laws or regulations of other governments, or 
imposed by law through constitutional provisions or enabling legislation.   
 
Committed - The committed fund balance classification includes amounts that can be 
used only for the specific purposes imposed by a formal action (resolution) of the District 
Board of Education (the highest level of decision making authority).  Those committed 
amounts cannot be used for any other purpose unless the District Board of Education 
removes or changes the specified use by taking the same type of action (resolution) it 
employed to previously commit those amounts.  Committed fund balance also 
incorporates contractual obligations to the extent that existing resources in the fund have 
been specifically committed for use in satisfying those contractual requirements.   

 
Assigned - Amounts in the assigned fund balance classification are intended to be used 
by the District for specific purposes but do not meet the criteria to be classified as 
restricted nor committed.  In governmental funds other than the general fund, assigned 
fund balance represents the remaining amount that is not restricted or committed.  In the 
general fund, assigned amounts represent intended uses established by policies of the 
District Board of Education, which includes giving the Treasurer the authority to constrain 
monies for intended purposes. 

 
Unassigned - Unassigned fund balance is the residual classification for the general fund 
and includes all spendable amounts not contained in the other classifications.  In other 
governmental funds, the unassigned classification is only used to report a deficit fund 
balance resulting from overspending for specific purposes for which amounts had been 
restricted, committed, or assigned. 

 
The District applies restricted resources first when expenditures are incurred for purposes for 
which restricted and unrestricted (committed, assigned, and unassigned) fund balance is 
available. Similarly, within unrestricted fund balance, committed amounts are reduced first 
followed by assigned, and then unassigned amounts when expenditures are incurred for 
purposes for which amounts in any of the unrestricted fund balance classifications could be 
used. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
H. Inventory and Prepaid Items 

 
The District reports disbursements for inventory and prepaid items when paid.  These items 
are not reflected as assets. 

 
I.  Capital Assets 

 
Acquisitions of property, plant and equipment are recorded as disbursements when paid.  
These items are not reflected as assets. 
 

J.  Accumulated Leave 
 
In certain circumstances, such as upon leaving employment or retirement, employees are 
entitled to cash payments for unused leave.   Unpaid leave is not reflected as a liability under 
the District’s cash basis of accounting.  

 
K.  Pensions 

 
For purposes of measuring the net pension liability, information about the fiduciary net position 
of the pension plans and additions to/deductions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension systems.  For this purpose, 
benefit payments (including refunds of employee contributions) are recognized when due and 
payable in accordance with the benefit terms.  The pension systems report investments at fair 
value. 

 
L.  Long-Term Obligations 

 
The District’s cash basis does not report liabilities for long-term obligations.  Proceeds of debt 
are reported when cash is received and principal and interest payments are reported when 
paid.  Since recording a capital asset when entering into a capital lease is not the result of a 
cash transaction, neither another financing source nor capital outlay expenditure is reported at 
inception.  Lease payments are reported when paid.   

 
M.  Total Columns on Financial Statements 

 
Total columns on the financial statements are captioned “Total- (Memorandum Only)” to 
indicate that they are presented only to facilitate financial analysis.  This data is not 
comparable to a consolidation.     

 
2. EQUITY IN POOLED DEPOSITS 
 

The Ohio Revised Code prescribes allowable deposits and investments.  The carrying amount of 
deposits at June 30, 2016 was as follows: 
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2. EQUITY IN POOLED DEPOSITS (Continued) 
 

2016
Demand Deposits $285,275
Certificates of Deposits 36,055
Savings Accounts 3,231,880
Total deposits $3,553,210

 
 Deposits are insured by the Federal Depository Insurance Corporation, collateralized by securities 

specifically pledged by the financial institution to the District, or collateralized by the financial 
institution’s public entity deposit pool.   

    
3. BUDGETARY ACTIVITY 
 

Budgetary activity for the year ended June 30, 2016 follows:  
 

Budgeted Actual
Fund Type Receipts Receipts Variance
General 2,685,810$       2,699,838$       14,028$             
Special Revenue 106,710 112,538 5,828
Capital Projects 122,900 124,556 1,656
Private Purpose Trust 19,662 24,675 5,013

Total 2,935,082$       2,961,607$       26,525$             

2016 Budgeted vs. Actual Receipts

 

Appropriation Budgetary
Fund Type Authority Expenditures Variance
General 2,747,034$        2,569,774$        177,260$           
Special Revenue 121,763 97,983 23,780
Capital Projects 576,600 575,229 1,371
Private Purpose Trust 19,162 12,569 6,593

Total 3,464,559$       3,255,555$       209,004$           

2016 Budgeted vs. Actual Budgetary Basis Expenditures

 
4. PROPERTY TAX 
 

Real property taxes become a lien on January 1 preceding the October 1 date for which the 
Trustees adopted tax rates.  The State Board of Tax Equalization adjusts these rates for inflation.  
Property taxes are also reduced for applicable homestead and rollback deductions.  The financial 
statements include homestead and rollback amounts the State pays as Intergovernmental 
Receipts.  Payments are due to the County by December 31.  If the property owner elects to pay 
semiannually, the first half is due December 31.  The second half payment is due the following 
June 20. 
 
Public utilities are also taxed on personal and real property located within the District.  
 
Tangible personal property tax is assessed by the property owners, who must file a list of such 
property to the County by each April 30. 
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4. PROPERTY TAX (Continued) 
 
The County is responsible for assessing property, and for billing, collecting, and distributing all 
property taxes on behalf of the District. 
 

5. DEFINED BENEFIT PENSION PLANS 
 

Net Pension Liability 
 
Pensions are a component of exchange transactions, between an employer and its employees, of 
salaries and benefits for employee services.  Pensions are provided to an employee on a deferred 
payment basis as part of the total compensation package offered by an employer for employee 
services each financial period.   
 
The net pension liability represents the District’s proportionate share of each pension plan’s 
collective actuarial present value of projected benefit payments attributable to past periods of 
service, net of each pension plan’s fiduciary net position.  The net pension liability calculation is 
dependent on critical long-term variables including estimated average life expectancies, earnings 
on investments, cost of living adjustments, and others.  While these estimates use the best 
information available, unknowable future events require adjusting this estimate annually.   
 
The Ohio Revised Code limits the District’s obligation for this liability to annually required payments.  
The District cannot control benefit terms or the manner in which pensions are financed; however, 
the District does receive the benefit of employees’ services in exchange for compensation, 
including pension.   
 
GASB Statement No. 68 assumes the liability is solely the obligation of the employer because (1) 
they benefit from employee services, and (2) State statute requires all funding to come from the 
employers.  All contributions to date have come solely from the employer (which also includes costs 
paid in the form of withholdings from employees).  State statute requires the pension plans to 
amortize unfunded liabilities within thirty years.  If the amortization period exceeds thirty years, each 
pension plan’s board must propose corrective action to the State legislature.  Any resulting 
legislative change to benefits or funding could significantly affect the net pension liability.  Resulting 
adjustments to the net pension liability would be effective when the changes are legally 
enforceable. 
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description - District classified employees participate in SERS, a cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability 
and survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.  Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 
3309.  SERS issues a publicly available stand-alone financial report that includes financial 
statements, required supplementary information, and detailed information about SERS’ fiduciary net 
position.  The report can be obtained by visiting the SERS website at www.ohsers.org under 
employers/audit resources.  
 
Age and service requirements for retirement are as follows: 
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5. DEFINED BENEFIT PENSION PLANS (Continued) 
 

Eligible to Eligible to
retire on or before retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit; or Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*  Members with 25 years of service credit as of August 1, 2017, will be included in this plan.

Annual retirement benefits are calculated based on the final average salary multiplied by a 
percentage that varies based on years of service; 2.2 percent for the first thirty years of service and 
2.5 percent for years of service credit over thirty years.  Final average salary is the average of the 
highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a 3 percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the 
anniversary date of the benefit. 
  
Funding Policy - Plan members are required to contribute 10 percent of their annual covered salary 
and the District is required to contribute 14 percent of annual covered payroll.  The contribution 
requirements of plan members and employers are established and may be amended by the SERS 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 
percent for employers.  The Retirement Board, acting with the advice of the actuary, allocates the 
employer contribution rate among four of the System’s funds (Pension Trust Fund,  
 
Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the fiscal year ended June 30, 
2016, the allocation to pension, death benefits, and Medicare B was 14 percent.  No allocation was 
made to the Health Care Fund. 
 
The District’s contractually required contribution to SERS was $24,173 for fiscal year 2016. 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description - District licensed teachers and other certified faculty members participate in STRS 
Ohio, a cost-sharing multiple-employer public employee retirement system administered by STRS.  
STRS provides retirement and disability benefits to members and death and survivor benefits to 
beneficiaries.  STRS issues a publicly available stand-alone financial report that includes financial 
statements, required supplementary information, and detailed information about STRS’ fiduciary net 
position.  The report can be obtained by writing to STRS, 275 East Broad Street, Columbus, Ohio 
43215-3771, by calling (888) 227-7877, or by visiting the STRS website at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit Plan (DBP), a Defined 
Contribution Plan (DCP) and a Combined Plan (CP).  Benefits are established by Ohio Revised 
Code Chapter 3307.  The DBP plan offers an annual retirement allowance based on final average 
salary multiplied by a percentage that varies based on years of service.  Effective August 1, 2015, 
the calculation is 2.2 percent of final average salary for the five highest years of earnings multiplied 
by all years of service.  With certain exceptions, the basic benefit is increased each year by 2 
percent of the original base benefit.  For members retiring August 1, 2013, or later, the first 2  
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5. DEFINED BENEFIT PENSION PLANS (Continued) 
 
percent is paid on the fifth anniversary of the retirement benefit.  Members are eligible to retire at 
age sixty with five years of qualifying service credit, at age fifty-five with twenty-five years of service 
credit, or thirty years of service credit regardless of age.  Age and service requirements for 
retirement increased effective August 1, 2015, and will continue to increase periodically until they 
reach age sixty with thirty-five years of service or age sixty-five with five years of service on August 
1, 2026. 
 
The DCP allows members to place all of their member contributions and 9.5 percent of the 14 
percent employer contribution into an investment account.  Investment allocation decisions are 
determined by the member.  The remaining 4.5 percent of the 14 percent employer contribution rate 
is allocated to the defined benefit unfunded liability.  A member is eligible to receive a retirement 
benefit at age fifty and termination of employment.  The member may elect to receive a lifetime 
monthly annuity or a lump sum withdrawal.   
 
The CP offers features of both the DBP and the DCP.  In the CP, 11 percent of the 12 percent 
member rate goes to the DCP and 1 percent goes to the DBP.   Member contributions to the DCP 
are allocated among investment choices by the member and contributions to the DBP from the 
employer and the member are used to fund the defined benefit payment at a reduced level from the 
regular DBP.  The defined benefit portion of the CP payment is payable to a member on or after 
age sixty with five years of service.  The defined contribution portion of the account may be taken 
as a lump sum payment or converted to a lifetime monthly annuity at age fifty. 
 
New members who choose the DCP or CP will have another opportunity to reselect a permanent 
plan during their fifth year of membership.  Members may remain in the same plan or transfer to 
another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s CP account to a lifetime benefit results in STRS bearing 
the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options as one defined benefit plan for GASB Statement No. 68 reporting purposes.   
 
A DBP or CP member with five or more years of credited service who is determined to be disabled 
may qualify for a disability benefit.  Eligible survivors of members who die before service retirement 
may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten 
years of qualifying service credit that apply for disability benefits.  Members in the DCP who 
become disabled are entitled only to their account balance.  If a member of the DCP dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy - Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year 
ended June 30, 2016, plan members were required to contribute 13 percent of their annual covered 
salary.  Effective July 1, 2016, the statutory maximum employee contribution rate was increased 1 
percent to 14 percent.  The District was required to contribute 14 percent; the entire 14 percent was 
the portion used to fund pension obligations.  The fiscal year 2016 contribution rates were equal to 
the statutory maximum rates. 
 
The District’s contractually required contribution to STRS was $171,194 for fiscal year 2016.  
  
Net Pension Liability  
 
The net pension liability was measured as of June 30, 2015, and the total pension liability used to  
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5. DEFINED BENEFIT PENSION PLANS (Continued) 
 
calculate the net pension liability was determined by an actuarial valuation as of that date.  The 
District’s proportion of the net pension liability was based on the District’s share of contributions to 
the pension plan relative to the projected contributions of all participating entities.  Following is 
information related to the proportionate share: 
 

SERS STRS Total
Proportion of Net Pension
   Liability 
   Prior Measurement Date 0.004979% 0.0118034%
Proportion of Net Pension
   Liability 
   Current Measurement Date 0.0051918% 0.01165412%
Change in Proportionate Share -0.000213% 0.00014927%
Proportionate Share of the 
   Net Pension Liability 296,249$           3,220,857$         3,517,106$       

 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement 
No. 67 as part of the annual actuarial valuation for each defined benefit retirement plan.  Actuarial 
valuations of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, 
credited service) and assumptions about the probability of occurrence of events far into the future 
(e.g., mortality, disabilities, retirements, employment termination).  Actuarially determined amounts 
are subject to continual review and potential modification as actual results are compared with past 
expectations and new estimates are made about the future. 
  
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan 
as understood by the employers and plan members) and include the types of benefits provided at 
the time of each valuation and the historical pattern of sharing benefit costs between the employers 
and plan members to that point.  The projection of benefits for financial reporting purposes does not 
explicitly incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial 
calculations will take into account the employee’s entire career with the employer and also take into 
consideration the benefits, if any, paid to the employee after termination of employment until the 
death of the employee and any applicable contingent annuitant.  In many cases actuarial 
calculations reflect several decades of service with the employer and the payment of benefits after 
termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation prepared as of June 30, 2015, are presented below: 
 
Wage Inflation 3.25 percent
Future Salary Increases, including inflation 4.00 percent to 22 percent
COLA  or Ad Hoc COLA 3 percent
Investment Rate of Return 7.75 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal
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5. DEFINED BENEFIT PENSION PLANS (Continued) 

 
For postretirement mortality, the table used in evaluating allowances to be paid is the 1994 Group 
Annuity Mortality Table set back one year for both men and women.  Special mortality tables are 
used for the period after disability retirement. 
 
The most recent experience study was completed on June 30, 2010.   
 
The long-term return expectation for the pension plan investments has been determined using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment 
Policy.  A forecasted rate of inflation serves as the baseline for the return expectation.  Various real 
return premiums over the baseline inflation rate have been established for each asset class.  The 
long-term expected nominal rate of return has been determined by calculating an arithmetic 
weighted average of the expected real return premiums for each asset class, adding the projected 
inflation rate, and adding the expected return from rebalanced uncorrelated asset classes.  The 
target allocation and best estimates of long-term expected real rate of return for each major asset 
class are summarized in the following table: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.00 %
US Stocks 22.50 5.00
Non-US Stocks 22.50 5.50
Fixed Income 19.00 1.50
Private Equity 10.00 10.00
Real Assets 10.00 5.00
Multi-Asset Strategies 15.00 7.50

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
Discount Rate - The total pension liability was calculated using the discount rate of 7.75 percent.  
The projection of cash flows used to determine the discount rate assumed the contributions from 
employers and from the members would be computed based on contribution requirements as 
stipulated by State statute.  Projected inflows from investment earnings were calculated using the 
long-term assumed investment rate of return (7.75 percent).  Based on those assumptions, the 
plan’s fiduciary net position was projected to be available to make all future benefit payments of 
current plan members.  Therefore, the long-term expected rate of return on pension plan 
investments was applied to all periods of projected benefits to determine the total pension liability. 
 
Sensitivity of the District’s Proportionate Share of the Net Pension Liability to Changes in the 
Discount Rate - Net pension liability is sensitive to changes in the discount rate and to illustrate the 
potential impact, the following table presents the net pension liability calculated using the discount 
rate of 7.75 percent as well as what each plan’s net pension liability would be if it were calculated 
using a discount rate that is one percentage point lower (6.75 percent) or one percentage point 
higher (8.75 percent) than the current rate:    
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5. DEFINED BENEFIT PENSION PLANS (Continued) 
 

Current
1% Decrease Discount Rate 1% Increase

(6.75%) (7.75%) (8.75%)
District's proportionate share
  of the net pension liability $410,790 $296,249 $199,795

 
Actuarial Assumptions - STRS 
 
The total pension liability in the June 30, 2015, actuarial valuation was determined using the 
following actuarial assumptions applied to all periods included in the measurement: 
  
Inflation 2.75 percent
Projected salary increases 2.75 percent at age 70 to 12.25 percent at age 20
Investment Rate of Return 7.75 percent, net of investment expenses
Cost-of-Living Adjustments 2 percent simple applied as follows:  for members retiring before
  (COLA) August 1, 2013, 2 percent per year; for members retiring August 1, 2013,

 or later, 2 percent COLA paid on fifth anniversary of retirement date.
 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022-Scale AA) 
for males and females.  Males ages are set back two years through age eighty-nine and no set 
back for age ninety and above.  Females younger than age eighty are set back four years, one year 
set back from age eighty through eighty-nine, and no set back from age ninety and above.   
 
Actuarial assumptions used in the June 30, 2015, valuation are based on the results of an actuarial 
experience study effective July 1, 2012. 
 
STRS’ investment consultant develops best estimates for the investment return assumption based 
on the target allocation adopted by the Retirement Board.  The target allocation and long-term 
expected rate of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation

Domestic Equity 31.00 % 8.00 %
International Equity 26.00 7.85
Alternatives 14.00 8.00
Fixed Income 18.00 3.75
Real Estate 10.00 6.75
Liquidity Reserves 1.00 3.00

Total %

Long-Term Expected
Real Rate of Return

100.00

 
Discount Rate - The discount rate used to measure the total pension liability was 7.75 percent as 
of June 30, 2015.  The projection of cash flows used to determine the discount rate assumes 
member and employer contributions will be made at the statutory contribution rates in accordance 
with rate increases described above. For this purpose, only employer contributions that are 
intended to fund benefits of current plan members and their beneficiaries are included.  Projected 
employer contributions that are intended to fund the service costs of future plan members and their  
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5. DEFINED BENEFIT PENSION PLANS (Continued) 
 
beneficiaries, as well as projected contributions from future plan members, are not included.  Based 
on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2015.  Therefore, the 
long-term expected rate of return on pension plan investments of 7.75 percent was applied to all 
periods of projected benefit payment to determine the total pension liability as of June 30, 2015. 
 
Sensitivity of the District’s Proportionate Share of the Net Pension Liability to Changes in 
the Discount Rate - The following table presents the District’s proportionate share of the net 
pension liability calculated using the current period discount rate assumption of 7.75 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 one percentage point lower (6.75 percent) or one percentage point 
higher (8.75 percent) than the current rate:  
 

Current
1% Decrease Discount Rate 1% Increase

(6.75%) (7.75%) (8.75%)
District's proportionate share
  of the net pension liability $4,474,013 $3,220,857 $2,161,126

 
6. POST-EMPLOYMENT BENEFITS 
 

School Employees Retirement System (SERS) 
 
Health Care Plan Description - The District contributes to the SERS Health Care Fund administered 
by SERS for classified retirees and their beneficiaries.  For GASB Statement No. 45 purposes, this 
plan is considered a cost-sharing multiple-employer defined benefit other postemployment benefit 
(OPEB) plan.   The Health Care Plan includes hospitalization and physicians’ fees through several 
types of plans including HMO’s, PPO’s, Medicare Advantage, and traditional indemnity plans as 
well as a prescription drug program.  The financial report of the Plan is included in the SERS 
Comprehensive Annual Financial Report which can be obtained by visiting the SERS website at 
www.ohsers.org under employers/audit resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of 
the Ohio Revised Code.  The Health Care Fund was established and is administered in accordance 
with Internal Revenue Code Section 105(e).  The SERS Retirement Board reserves the right to 
change or discontinue any health plan or program.  Health care is financed through a combination 
of employer contributions and retiree premiums, copays and deductibles on covered health care 
expenses, investment returns, and any funds received as a result of SERS’ participation in 
Medicare programs.  Active employee members do not contribute to the Health Care Plan.  
Retirees and their beneficiaries are required to pay a health care premium that varies depending on 
the plan selected, the  number of qualified years of service, Medicare eligibility, and retirement 
status. 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement 
Board allocates the remainder of the employer contribution of 14 percent of covered payroll to the 
Health Care Fund.  For fiscal year 2016, no allocation of covered payroll was allocated to health 
care.  In addition, employers pay a surcharge for employees earning less than an actuarially 
determined minimum compensation amount, prorated according to service credit earned.  For fiscal  
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6. POST-EMPLOYMENT BENEFITS (Continued) 
 
year 2016, this amount was $23,000.  State statute provides that no employer shall pay a health 
care surcharge greater than 2 percent of that employer’s SERS covered payroll; nor may SERS 
collect in aggregate more than 1.5 percent of the total statewide SERS covered payroll for the 
health care surcharge.  For fiscal year 2016, the District’s surcharge obligation was $2,323.  
 
State Teachers Retirement System (STRS) 
 
Plan Description - The District participates in a cost-sharing multiple-employer defined benefit 
health care plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible 
retirees who participated in the defined benefit or combined pension plans offered by STRS.  Ohio 
law authorizes STRS to offer the plan.  Benefits include hospitalization, physicians’ fees, 
prescription drugs, and reimbursement of monthly Medicare Part B premiums.  The Plan is included 
in the STRS financial report which can be obtained by visiting the STRS website at www.strsoh.org 
or by calling (888) 227-7877. 
 
Funding Policy - Ohio Revised Code Chapter 3307 authorizes STRS to offer the health care plan 
and gives the Retirement Board authority over how much, if any, of the health care costs will be 
absorbed by STRS.  Active employee members do not contribute to the health care plan.  Nearly all 
health care plan enrollees, for the most recent year, pay a portion of the health care costs in the 
form of a monthly premium.  Under Ohio law, funding for postemployment health care may be 
deducted from employer contributions.  For fiscal year ended June 30, 2016 STRS did not allocate 
any employer contributions to postemployment health care.        

 
7. RISK MANAGEMENT 

 
A.  Property and Liability 

 
The District is exposed to various risks of loss related to torts; theft or damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters.  The 
District maintains comprehensive insurance coverage with private carriers for real property, 
building contents, general and education liability, and vehicles.  Vehicle policies include liability 
coverage for bodily injury and property damage.  Real property and contents are fully insured.  
Settled claims have not exceeded the commercial coverage each of the past three years.  
There have been no significant reductions in insurance coverage from last year. 

 
B. Employee Group Health Insurance 

 
The District participates in the San-Ott Insurance Consortium (the Consortium) shared risk pool.  
The Consortium includes eight member districts and is governed by an assembly which 
consists of one representative from each participant (usually the superintendent or designee). 
The Consortium was formed to provide for employee benefits and includes life insurance, 
accidental death and dismemberment insurance, health insurance, prescription drug insurance, 
dental insurance and vision insurance. 
 
Effective August 1, 2015, the Consortium participates in the Jefferson Health Plan (the “Health 
Plan”), a claims servicing pool organized under Ohio Revised Code Chapter 167, for the 
purpose of establishing and carrying out a cooperative program to administer insurance 
benefits for employees of the participating entities and their eligible dependents.  The Health 
Plan contracts with third-party administrators to process and pay claims incurred by its 
members. 
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7. RISK MANAGEMENT (Continued) 

 
The Health Plan also purchases stop-loss coverage for claims in excess of a set amount for 
individual claims and in the pool’s aggregate.  Each member of the Health Plan is obligated to 
pay a fee based on an estimate of the member’s share of the Health Plan costs for the fiscal 
year. Included in this estimate are claims by eligible employees, which are payable by each 
member, the member’s share of the various insurance premiums, and their proportionate share 
of the administrative costs of the Health Plan.  The actual balance of each member’s account is 
determined on a monthly basis.  Each member is required to meet or exceed the claims that 
have been incurred but not reported and to maintain adequate reserves or current funding to 
meet or exceed their claims fluctuation reserve requirements.  If a member is in a deficit 
position, the participating member has two fiscal years to make up a negative reserve amount 
or an insufficient incurred but not reported and three fiscal years to make up insufficient claims 
fluctuation reserves. 
  
Members may withdraw from the Health Plan with as much notice as is possible for the 
termination, allowing the Health Plan time to determine any withdrawal balance owed to or by 
the departing employer.  Any outstanding reserve balances are held by the Health Plan for a 
maximum period of six months to satisfy the payment of claims incurred before termination.  
The terminating member has the option to pay all of the claims incurred prior to the termination 
for membership, so that any reserves could be released sooner.  Employers found to be in a 
deficit position wishing to leave the Health Plan will be required to repay the deficit in full within 
ninety days of the effective withdrawal date.  Additionally, such terminating member will be 
required to pay any claims incurred prior to termination notification.   

 
C. Worker’s Compensation Plan 

 
The District participates in the Ohio School Boards Association Workers’ Compensation Group 
Rating Plan (the “Plan”), an insurance purchasing pool (Note 1.C.).  The intent of the Plan is to 
achieve the benefit of a reduced premium for the District by virtue of its grouping and 
representation with other participants in the Plan.  Participants in the Plan are placed on tiers 
according to their loss history.  Participants with low loss histories are rewarded with greater 
savings than participants with higher loss histories.  Each participant pays its workers’ 
compensation premium to the state based on the rate for the Plan rather than its individual rate.  
Participation in the Plan is limited to school districts that can meet the Plan’s selection criteria.  
The firm of CompManagement, Inc. provides administrative, cost control, assistance with safety 
programs, and actuarial services to the Plan General Liability. 

 
8. SET-ASIDES 
 

The District is required by State statute to annually set aside, in the General Fund, an amount 
based on a statutory formula for the acquisition and construction of capital improvements.  Amounts 
not spent by the end of the fiscal year or offset by similarly restricted resources received during the 
fiscal year must be held in cash at fiscal year-end. These amounts must be carried forward and 
used for the same purposes in future years.   
    
During the fiscal year ended June 30, 2016, the reserve activity was as follows: 
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8. SET-ASIDES (Continued) 
 

 

Although the District had qualifying disbursements and offsets during the fiscal years that reduced 
the set-aside amount to below zero for the capital improvements set-aside, this amount may not be 
used to reduce the set-aside requirement for future fiscal years.  The negative balance is therefore 
not presented as being carried forward to future fiscal years. 
 

9. CONTINGENT LIABILITIES 
 

A. Grants 
 
Amounts grantor agencies pay to the District are subject to audit and adjustment by the grantor, 
principally the federal government.  The grantor may require refunding any disallowed costs.  
Management cannot presently determine amounts grantors may disallow.  However, based on 
prior experience, management believes any refunds would be immaterial. 

 
B. School District Foundation 

 
School District Foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student. Effective for the 2014-2015 school year, traditional school districts 
must comply with minimum hours of instruction, instead of a minimum number of school days 
each year. The funding formula the Ohio Department of Education (ODE) is legislatively 
required to follow will continue to adjust as enrollment information is updated by the school 
district, which can extend past the fiscal year end. As of the date of this report, ODE has not 
finalized the impact of enrollment adjustments to the June 30, 2016 Foundation funding for the 
school district; therefore, the financial statement impact is not determinable at this time. ODE 
and management believe this will result in either a receivable to or liability of the District. 

Capital
Improvements

Set-aside balance June 30, 2015

Current year set-aside requirement 10,760$        

Current year qualifying expenditures (36,900)         

Current year offsets (123,114)       

Total (149,254)$     

Balance carried forward to fiscal year 2017

Set-aside balance June 30, 2016



Totals
Special Capital (Memorandum

General Revenue Projects Only)
Cash Receipts
From Local Sources:
    Taxes                                    2,522,370$ 42,244$     123,892$   2,688,506$     
    Tuition                                  116,548    116,548          
    Earnings on Investments 3,390        21             343            3,754              
    Extracurricular                   2,025        2,025              
    Classroom Materials and Fees                   810           810                 
    Other Local 38             2,738        2,776              
Intergovernmental - State 220,328    6,828        9,831         236,987          
Intergovernmental - Federal 10,426      10,426            
Total Cash Receipts 2,863,484 64,282      134,066    3,061,832       

Cash Disbursements
Current:
  Instruction:
    Regular 1,494,533 7,683        1,502,216       
    Special 101,047    14,172      115,219          
  Support Services:
    Pupil                       98,673      98,673            
    Instructional Staff              25,447      2,189        27,636            
    Board of Education           11,229      11,229            
    Administration 221,996    221,996          
    Fiscal                           175,314    1,884        2,987         180,185          
    Operations and Maintenance 252,546    252,546          
    Pupil Transportation 7,109        7,109              
    Central 3,600        3,600              
Operation of Non-Instructional 48,478      48,478            
Extracurricular Activities 36,671      2,025        38,696            
Facilities Acquisition and Construction 36,533       36,533            
Total Cash Disbursements 2,424,565 80,031      39,520       2,544,116       

Excess of Receipts Over/(Under) Disbursements 438,919    (15,749)     94,546       517,716          

Other Financing Receipts (Disbursements)
  Sale of Assets 1,918        1,918              
  Transfers In 504           1,093         1,597              
  Transfers Out (1,597)       (1,597)             
  Reduction of Prior Year Expenditure 2,196        2,196              
Total Other Financing Receipts (Disbursements) 2,517        504           1,093         4,114              

Net Change in Fund Cash Balances 441,436    (15,245)     95,639       521,830          

Fund Cash Balances, July 1 2,645,049 24,311      384,647    3,054,007       

Fund Cash Balances, June 30
  Restricted 22,234      22,234            
  Committed 55,691      480,286    535,977          
  Assigned 16,207      16,207            
  Unassigned 3,014,587 (13,168)     3,001,419       
Fund Cash Balances, June 30 3,086,485$ 9,066$       480,286$   3,575,837$     

PUT-IN-BAY LOCAL SCHOOL DISTRICT
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Totals
Private Purpose (Memorandum

Trust Agency Only)

Operating Cash Receipts
  Extracurricular Activities 42,397$             42,397$                 

Operating Cash Disbursements  
  Other Objects 11,750$             45,563               57,313                   

Operating Loss (11,750)              (3,166)                (14,916)                  
 

Non-Operating Cash Receipts  
  Earnings on Investment 166                    166                        
  Miscellaneous 16,019               16,019                   

Total Non-Operating Cash Receipts 16,185               16,185                   

Net Change in Fund Cash Balances 4,435                 (3,166)                1,269                     

Fund Cash Balances, July 1 162,986             21,767               184,753                 

Fund Cash Balances, June 30 167,421$           18,601$             186,022$               

PUT-IN-BAY LOCAL SCHOOL DISTRICT
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

A. Description of the Entity  
 

Put-in-Bay Local School District, Ottawa County, Ohio (the “District”) is a body politic and 
corporate established for the purpose of exercising the rights and privileges conveyed to it by 
the constitution and laws of the State of Ohio.  The District is a local school district as defined 
by Section 3311.03 of the Ohio Revised Code.  The District operates under an elected Board of 
Education (5 members) and is responsible for the provision of public education to residents of 
the District.   
 
The District operates one instructional facility and provides educational services to students 
from kindergarten through grade 12 as authorized by State and/or Federal guidelines. 

 
B. Jointly Governed Organization 

 
Northern Ohio Educational Computer Association 
 
Northern Ohio Educational Computer Association (NOECA) is a jointly governed organization 
among several school districts.  The jointly governed organization was formed for the purpose 
of applying modern technology with the aid of computers and other electronic equipment to the 
administrative and instructional functions among member districts.  Each of the governments 
of these schools supports NOECA based upon a per pupil charge dependent upon the 
software package utilized.  The NOECA assembly consists of a superintendent from each 
participating school district and a representative from the fiscal agent.  NOECA is governed by 
a Board of Directors chosen from the general membership of the NOECA Assembly.  The 
Board of Directors consists of a representative from the fiscal agent, the chairman of each of 
the operating committees, and two Assembly members from each county in which participating 
school districts are limited to its representation on the Board.  The amount paid in fiscal year 
2015 was $18,252.  Financial information can be obtained by contacting Matt Bauer, who 
serves as controller, at 1210 East Bogart Road, Sandusky, Ohio 44870. 

 
C. Public Entity Risk Pools 
 

Ohio School Boards Association Workers’ Compensation Group Rating Plan 
 
The District participates in a group rating plan for workers’ compensation as established under 
Section 4123.29 of the Ohio Revised Code.  The Ohio School Boards Association Workers’ 
Compensation Group Rating Plan (the “Plan”) was established through the Ohio School Boards 
Association (OSBA) as a group purchasing pool. 

 
The Plan’s business and affairs are conducted by a three member Board of Directors consisting 
of the President, the President-Elect, and the Immediate Past President of the OSBA.  The 
Executive Director of the OSBA, or his designee, serves as coordinator of the Plan.  Each year, 
the participating school districts pay an enrollment fee to the Plan to cover the costs of 
administering the program. 
 
San-Ott Insurance Consortium 
 
The District participates in a shared risk pool, with participants from Sandusky and Ottawa 
counties.  The Consortium is governed by an assembly which consists of one representative 
from each participant (usually the superintendent or designee).  The assembly exercises control  
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 
over the operation of the consortium.  All consortium revenues are generated from charges for 
services.  Financial information can be obtained by writing to San-Ott Insurance Consortium, 
Paul Lockwood, Treasurer of Gibsonburg Local School District, at 301 Sunset Ave., 
Gibsonburg, Ohio 43431. 

 
D. Basis of Accounting 

 
Although required by Ohio Administrative Code § 117-2-03(B) to prepare its annual financial 
report in accordance with accounting principles generally accepted in the United States of 
America, the District chooses to prepare its financial statements and notes in accordance with 
standards established by the Auditor of State for governmental entities that are not required to 
prepare annual financial reports in accordance with generally accepted accounting principles.  
This basis of accounting is similar to the cash receipts and disbursements basis of accounting.  
Receipts are recognized when received in cash rather than when earned, and disbursements 
are recognized when paid rather than when a liability is incurred.  Budgetary presentations 
report budgetary expenditures when a commitment is made (i.e. when an encumbrance is 
approved).  

 
As a result of the use of this basis of accounting, certain assets and their related revenues 
(such accounts receivable), certain liabilities and their related expenses (such as accounts 
payable and expenses for goods and services received but not yet paid, and accrued expenses 
and liabilities), and certain note disclosures are not recorded in these financial statements. 

 
E. Fund Accounting 

 
The District uses fund accounting to segregate cash that is restricted as to use.  The District 
classifies its funds into the following types: 
 
1. General Fund 

 
The General Fund is the operating fund of the District and is used to account for all 
financial resources except those required to be accounted for in another fund.  The 
General Fund balance is available to the District for any purpose provided it is expended 
or transferred according to the general laws of Ohio. 

 
2. Special Revenue Funds 

 
These funds are used to account for proceeds from specific sources (other than capital 
projects) that are restricted to expenditure for specific purposes.  The District had the 
following significant Special Revenue Fund: 
 
Other Grants Fund – This fund receives property tax monies to support recreational 
activities.   

 
3. Capital Projects Funds  

 
These funds are used to account for receipts that are committed for the acquisition or 
construction of major capital projects.  The District had the following significant Capital 
Projects Fund: 
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Permanent Improvement Fund – This fund receives property tax monies and is used to 
account for all transactions related to the acquiring, constructing, or improving of such 
permanent improvements as are authorized by chapter 5705, Ohio Rev. Code.   

 
4. Fiduciary Funds 

 
Fiduciary funds include private purpose trust funds and agency funds.  Trust funds 
account for assets held under a trust agreement for individuals, private organizations, or 
other governments which are not available to support the District’s own programs.   
 
The District’s private purpose trust fund is used to account for money which has been set 
aside as an investment for scholarship programs for students.  The investment income 
from the fund may be expended, but the principal must remain intact.   
 
Agency funds are purely custodial in nature and are used to hold resources for 
individuals, organizations or other governments.  The District disburses these funds as 
directed by the individual, organization or other government.  The District ‘s agency fund 
is used to account for student activity programs which have student participation in the 
activity and have students involved in the management of the program.   

 
F. Budgetary Process 
 

All funds, except agency funds, are legally required to be budgeted and appropriated.  The 
major documents prepared are the certificate of estimated resources and the appropriations 
resolution, both of which are prepared on the budgetary basis of accounting.  The certificate of 
estimated resources establishes a limit on the amount the Board of Education may 
appropriate.  The appropriations resolution is the Board’s authorization to spend resources and 
sets annual limits on cash disbursements plus encumbrances at the level of control selected 
by the Board.  The legal level of control has been established by the Board at the fund level for 
all funds.  Budgetary allocations at the fund level are made by the Treasurer.   

 
The certificate of estimated resources may be amended during the fiscal year if projected 
increases or decreases in receipts are identified by the Treasurer.  

 
The appropriation resolution is subject to amendment throughout the year with the restriction 
that appropriations cannot exceed estimated resources.     
 
A summary of 2015 budgetary activity appears in Note 4. 

 
G.  Fund Balance 

 
Fund balance is divided into five classifications based primarily on the extent to which the 
District is bound to observe constraints imposed upon the use of the resources in the 
governmental funds.  The classifications are as follows: 

 
Nonspendable - The nonspendable fund balance classification includes amounts that 
cannot be spent because they are not in spendable form or are legally required to be 
maintained intact.  The “not in spendable form” criterion includes items that are not 
expected to be converted to cash.  It also includes the long-term amount of loans 
receivable. 
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Restricted - Fund balance is reported as restricted when constraints are placed on the 
use of resources that are either externally imposed by creditors (such as through debt 
covenants), grantors, contributors, or laws or regulations of other governments, or 
imposed by law through constitutional provisions or enabling legislation.   
 
Committed - The committed fund balance classification includes amounts that can be 
used only for the specific purposes imposed by a formal action (resolution) of the District 
Board of Education (the highest level of decision making authority).  Those committed 
amounts cannot be used for any other purpose unless the District Board of Education 
removes or changes the specified use by taking the same type of action (resolution) it 
employed to previously commit those amounts.  Committed fund balance also 
incorporates contractual obligations to the extent that existing resources in the fund have 
been specifically committed for use in satisfying those contractual requirements.   

 
Assigned - Amounts in the assigned fund balance classification are intended to be used 
by the District for specific purposes but do not meet the criteria to be classified as 
restricted nor committed.  In governmental funds other than the general fund, assigned 
fund balance represents the remaining amount that is not restricted or committed.  In the 
general fund, assigned amounts represent intended uses established by policies of the 
District Board of Education, which includes giving the Treasurer the authority to constrain 
monies for intended purposes. 

 
Unassigned - Unassigned fund balance is the residual classification for the general fund 
and includes all spendable amounts not contained in the other classifications.  In other 
governmental funds, the unassigned classification is only used to report a deficit fund 
balance resulting from overspending for specific purposes for which amounts had been 
restricted, committed, or assigned. 

 
The District applies restricted resources first when expenditures are incurred for purposes for 
which restricted and unrestricted (committed, assigned, and unassigned) fund balance is 
available. Similarly, within unrestricted fund balance, committed amounts are reduced first 
followed by assigned, and then unassigned amounts when expenditures are incurred for 
purposes for which amounts in any of the unrestricted fund balance classifications could be 
used. 

 
H. Inventory and Prepaid Items 

 
The District reports disbursements for inventory and prepaid items when paid.  These items 
are not reflected as assets. 

 
I.  Capital Assets 

 
Acquisitions of property, plant and equipment are recorded as disbursements when paid.  
These items are not reflected as assets. 
 

J.  Accumulated Leave 
 
In certain circumstances, such as upon leaving employment or retirement, employees are 
entitled to cash payments for unused leave.   Unpaid leave is not reflected as a liability under 
the District’s cash basis of accounting.  
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K.  Pensions 

 
For purposes of measuring the net pension liability, information about the fiduciary net position 
of the pension plans and additions to/deductions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension systems.  For this purpose, 
benefit payments (including refunds of employee contributions) are recognized when due and 
payable in accordance with the benefit terms.  The pension systems report investments at fair 
value. 

 
L.  Long-Term Obligations 

 
The District’s cash basis does not report liabilities for long-term obligations.  Proceeds of debt 
are reported when cash is received and principal and interest payments are reported when 
paid.  Since recording a capital asset when entering into a capital lease is not the result of a 
cash transaction, neither another financing source nor capital outlay expenditure is reported at 
inception.  Lease payments are reported when paid.   

 
M.  Total Columns on Financial Statements 

 
Total columns on the financial statements are captioned “Total- (Memorandum Only)” to 
indicate that they are presented only to facilitate financial analysis.  This data is not 
comparable to a consolidation.     

 
2. CHANGES IN ACCOUNTING PRINCIPLES 
 

For fiscal year 2015, the District has implemented GASB Statement No. 68, “Accounting and 
Financial Reporting for Pensions - an Amendment of GASB Statement No. 27”, GASB Statement 
No. 69 “Government Combinations and Disposals of Government Operations”, and GASB 
Statement No. 71, “Pension Transition for Contributions Made Subsequent to the Measurement 
Date – an Amendment of GASB Statement No. 68”. 

 
GASB Statement No. 68 improves the accounting and financial reporting by state and local 
governments for pensions. It also improves information provided by state and local governmental 
employers about financial support for pensions that is provided by other entities. The 
implementation of GASB Statement No. 68 affected the District’s pension plan disclosures as 
presented in the notes to the financial statements. 

 
GASB Statement No. 69 establishes accounting and financial reporting standards related to 
government combinations and disposals of government operations.  The Statement improves the 
decision usefulness of financial reporting by requiring that disclosures be made by governments 
about combination arrangements in which they engage and for disposals of government 
operations.  The implementation of GASB Statement No. 69 did not have an effect on the financial 
statements of the District. 

 
GASB Statement No. 71 improves the accounting and financial reporting by addressing an issue in 
GASB Statement No. 68, concerning transition provisions related to certain pension contributions 
made to defined benefit pension plans prior to implementation of that Statement by employers and 
nonemployer contributing entities.  The implementation of GASB Statement No. 71 did not have an 
effect on the financial statements of the District. 
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3. EQUITY IN POOLED DEPOSITS 
 

The Ohio Revised Code prescribes allowable deposits and investments.  The carrying amount of 
deposits at June 30, 2015 was as follows: 
 

2015
Demand Deposits $208,254
Certificates of Deposits 33,603
Savings Accounts 3,520,002
Total deposits $3,761,859

 
 Deposits are insured by the Federal Depository Insurance Corporation, collateralized by securities 

specifically pledged by the financial institution to the District, or collateralized by the financial 
institution’s public entity deposit pool.   
 

4. BUDGETARY ACTIVITY 
 

Budgetary activity for the year ended June 30, 2015 follows: 
  

Budgeted Actual
Fund Type Receipts Receipts Variance
General 2,950,206$       2,867,598 (82,608)
Special Revenue 64,786 64,786
Capital Projects 135,158 135,159 1
Private Purpose Trust 16,185 16,185

Total 3,166,335$       3,083,728$       (82,607)$            
 

 

Appropriation Budgetary
Fund Type Authority Expenditures Variance
General 2,805,894$         2,442,369$         363,525$           
Special Revenue 97,977 89,656 8,321
Capital Projects 41,150 47,420 (6,270)
Private Purpose Trust 18,750 11,750 7,000

Total 2,963,771$         2,591,195$         372,576$           

2015 Budgeted vs. Actual Budgetary Basis Expenditures

 
5. PROPERTY TAX 
 

Real property taxes become a lien on January 1 preceding the October 1 date for which the 
Trustees adopted tax rates.  The State Board of Tax Equalization adjusts these rates for inflation.  
Property taxes are also reduced for applicable homestead and rollback deductions.  The financial 
statements include homestead and rollback amounts the State pays as Intergovernmental 
Receipts.  Payments are due to the County by December 31.  If the property owner elects to pay 
semiannually, the first half is due December 31.  The second half payment is due the following 
June 20. 
 
Public utilities are also taxed on personal and real property located within the District. 
 
Tangible personal property tax is assessed by the property owners, who must file a list of such 
property to the County by each April 30. 
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5. PROPERTY TAX (Continued) 

 
The County is responsible for assessing property, and for billing, collecting, and distributing all 
property taxes on behalf of the District. 

 
6. DEFINED BENEFIT PENSION PLANS 
 

Net Pension Liability 
 
For fiscal year 2015, Governmental Accounting Standards Board (GASB) Statement No. 68, 
“Accounting and Financial Reporting for Pensions” and GASB Statement No. 71, “Pension 
Transition for Contributions Made Subsequent to the Measurement Date—an amendment of GASB 
Statement No. 68” were effective.  These GASB pronouncements had no effect on beginning net 
position as reported June 30, 2014, as the net pension liability is not reported in the accompanying 
financial statements.  The net pension liability has been disclosed below. 
 
Pensions are a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for 
employee services each financial period.   
 
The net pension liability represents the District’s proportionate share of each pension plan’s 
collective actuarial present value of projected benefit payments attributable to past periods of 
service, net of each pension plan’s fiduciary net position.  The net pension liability calculation is 
dependent on critical long-term variables, including estimated average life expectancies, earnings 
on investments, cost of living adjustments and others.  While these estimates use the best 
information available, unknowable future events require adjusting this estimate annually.   
 
The Ohio Revised Code limits the District’s obligation for this liability to annually required payments.   
The District cannot control benefit terms or the manner in which pensions are financed; however, 
the District does receive the benefit of employees’ services in exchange for compensation including 
pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit 
from employee services; and (2) State statute requires all funding to come from these employers.  
All contributions to date have come solely from these employers (which also includes costs paid in 
the form of withholdings from employees).  State statute requires the pension plans to amortize 
unfunded liabilities within 30 years.  If the amortization period exceeds 30 years, each pension 
plan’s board must propose corrective action to the State legislature.  Any resulting legislative 
change to benefits or funding could significantly affect the net pension liability.   Resulting 
adjustments to the net pension liability would be effective when the changes are legally 
enforceable. 
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – District non-teaching employees participate in SERS, a cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability 
and survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.  Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 
3309.  SERS issues a publicly available, stand-alone financial report that includes financial 
statements, required supplementary information and detailed information about SERS’ fiduciary net 
position.  That report can be obtained by visiting the SERS website at www.ohsers.org under  
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employers/audit resources.  
 
Age and service requirements for retirement are as follows: 

 
Eligible to Eligible to

Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*  Members with 25 years of service credit as of August 1, 2017, will be included in this plan.

Annual retirement benefits are calculated based on final average salary multiplied by a percentage 
that varies based on year of service; 2.2 percent for the first thirty years of service and 2.5 percent 
for years of service credit over 30.  Final average salary is the average of the highest three years of 
salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-
living adjustment (COLA).  This same COLA is added each year to the base benefit amount on the 
anniversary date of the benefit. 
  
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary 
and the District is required to contribute 14 percent of annual covered payroll.  The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 
percent for employers.  The Retirement Board, acting with the advice of the actuary, allocates the 
employer contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit 
Fund, Medicare B Fund, and Health Care Fund).  For the fiscal year ended June 30, 2015, the 
allocation to pension, death benefits, and Medicare B was 13.18 percent.  The remaining 0.82 
percent of the 14 percent employer contribution rate was allocated to the Health Care Fund. 

 
The District’s contractually required contribution to SERS was $21,882 for fiscal year 2015.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – District licensed teachers and other faculty members participate in STRS Ohio, a 
cost-sharing multiple-employer public employee retirement system administered by STRS.  STRS 
provides retirement and disability benefits to members and death and survivor benefits to 
beneficiaries.  STRS issues a stand-alone financial report that includes financial statements, 
required supplementary information and detailed information about STRS’ fiduciary net position.  
That report can be obtained by writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by 
calling (888) 227-7877, or by visiting the STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code 
Chapter 3307.  The DB plan offers an annual retirement allowance based on final average salary  
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multiplied by a percentage that varies based on years of service.  Effective August 1, 2015, the 
calculation will be 2.2 percent of final average salary for the five highest years of earnings multiplied 
by all years of service. With certain exceptions, the basic benefit is increased each year by two 
percent of the original base benefit.  For members retiring August 1, 2013, or later, the first two 
percent is paid on the fifth anniversary of the retirement benefit.  Members are eligible to retire at 
age 60 with five years of qualifying service credit, or age 55 with 25 years of service, or 30 years of 
service regardless of age.  Age and service requirements for retirement will increase effective 
August 1, 2015, and will continue to increase periodically until they reach age 60 with 35 years of 
service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 
percent employer contributions into an investment account.  Investment allocation decisions are 
determined by the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated 
to the defined benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 
50 and termination of employment.  The member may elect to receive a lifetime monthly annuity or 
a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 
member contributions are allocated among investment choices by the member, and employer 
contributions are used to fund the defined benefit payment at a reduced level from the regular DB 
Plan.  The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of services.  The defined contribution portion of the account may be 
taken as a lump sum payment or converted to a lifetime monthly annuity at age 50. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect 
a permanent plan during their fifth year of membership.  Members may remain in the same plan or 
transfer to another STRS plan.  The optional annuitization of a member’s defined contribution 
account or the  defined contribution portion of a member’s Combined Plan account to a lifetime 
benefit results in STRS bearing the risk of investment gain or loss on the account.  STRS has 
therefore included all three plan options as one defined benefit plan for GASB 68 reporting 
purposes.   
 
A DB or Combined Plan member with five or more years of credited service who is determined to 
be disabled may qualify for a disability benefit.  Eligible survivors of members who die before 
service retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must 
have at least ten years of qualifying service credit that apply for disability benefits.  Members in the 
DC Plan who become disabled are entitled only to their account balance.  If a member of the DC 
Plan dies before retirement benefits begin, the member’s designated beneficiary is entitled to 
receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  The statutory maximum 
employee contribution rate was increased one percent July 1, 2014, and will be increased one 
percent each year until it reaches 14 percent on July 1, 2016.  For the fiscal year ended June 30, 
2015, plan members were required to contribute 12 percent of their annual covered salary. The 
District was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations.  The fiscal year 2015 contribution rates were equal to the statutory maximum 
rates. 
 
The District’s contractually required contribution to STRS was $170,228 for fiscal year 2015. 
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Net Pension Liability  
 
The net pension liability was measured as of June 30, 2014, and the total pension liability used to 
calculate the net pension liability was determined by an actuarial valuation as of that date. The 
District's proportion of the net pension liability was based on the District's share of contributions to 
the pension plan relative to the projected contributions of all participating entities.  Following is 
information related to the proportionate share: 
 

SERS STRS Total
Proportionate Share of the Net 
  Pension Liability $252,007 $2,870,993 $3,123,000
Proportion of the Net Pension
  Liability 0.004979% 0.01180339%

 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement 
No. 67, as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial 
valuations of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, 
credited service) and assumptions about the probability of occurrence of events far into the future 
(e.g., mortality, disabilities, retirements, employment termination).  Actuarially determined amounts 
are subject to continual review and potential modifications, as actual results are compared with past 
expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan 
as understood by the employers and plan members) and include the types of benefits provided at 
the time of each valuation and the historical pattern of sharing benefit costs between the employers  
and plan members to that point.  The projection of benefits for financial reporting purposes does not 
explicitly incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial 
calculations will take into account the employee’s entire career with the employer and also take into 
consideration the benefits, if any, paid to the employee after termination of employment until the 
death of the employee and any applicable contingent annuitant.  In many cases actuarial 
calculations reflect several decades of service with the employer and the payment of benefits after 
termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2014, are presented below: 
 
Wage Inflation 3.25 percent
Future Salary Increases, including inflation 4.00 percent to 22 percent
COLA  or Ad Hoc COLA 3 percent
Investment Rate of Return 7.75 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal

 
 
 



PUT-IN-BAY LOCAL SCHOOL DISTRICT 
OTTAWA COUNTY 

 
NOTES TO THE FINANCIAL STATEMENTS 

JUNE 30, 2015 
(Continued) 

33 

 
6.      DEFINED BENEFIT PENSION PLANS (Continued) 

 
For post-retirement mortality, the table used in evaluating allowances to be paid is the 1994 Group 
Annuity Mortality Table set back one year for both men and women.  Special mortality tables are 
used for the period after disability retirement. 
 
The most recent experience study was completed June 30, 2010.   
 
The long-term return expectation for the Pension Plan Investments has been determined using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment 
Policy.  A forecasted rate of inflation serves as the baseline for the return expectation.  Various real 
return premiums over the baseline inflation rate have been established for each asset class.  The 
long-term expected nominal rate of return has been determined by calculating a weighted averaged 
of the expected real return premiums for each asset class, adding the projected inflation rate, and 
adding the expected return from rebalancing uncorrelated asset classes. The target allocation and 
best estimates of arithmetic real rates of return for each major assets class are summarized in the 
following table: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.00 %
US Stocks 22.50 5.00
Non-US Stocks 22.50 5.50
Fixed Income 19.00 1.50
Private Equity 10.00 10.00
Real Assets 10.00 5.00
Multi-Asset Strategies 15.00 7.50

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
Discount Rate The total pension liability was calculated using the discount rate of 7.75 percent.  
The projection of cash flows used to determine the discount rate assumed the contributions from 
employers and from the members would be computed based on contribution requirements as 
stipulated by State statute.  Projected inflows from investment earning were calculated using the 
long-term assumed investment rate of return (7.75 percent).  Based on those assumptions, the 
plan’s fiduciary net position was projected to be available to make all future benefit payments of 
current plan members.  Therefore, the long-term expected rate of return on pension plan 
investments was applied to all periods of projected benefits to determine the total pension liability.   
 
Sensitivity of the District's Proportionate Share of the Net Pension Liability to Changes in 
the Discount Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate 
the potential impact the following table presents the net pension liability calculated using the 
discount rate of 7.75 percent, as well as what each plan’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.75 percent), or one 
percentage point higher (8.75 percent) than the current rate.    
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Current

1% Decrease Discount Rate 1% Increase
(6.75%) (7.75%) (8.75%)

District's proportionate share
  of the net pension liability $359,539 $252,007 $161,563

 
Actuarial Assumptions - STRS 
 
The total pension liability in the June 30, 2014, actuarial valuation was determined using the 
following actuarial assumptions, applied to all periods included in the measurement:  

 
Inflation 2.75 percent
Projected salary increases 2.75 percent at age 70 to 12.25 percent at age 20
Investment Rate of Return 7.75 percent, net of investment expenses
Cost-of-Living Adjustments 2 percent simple applied as follows:  for members retiring before
  (COLA) August 1, 2013, 2 percent per year; for members retiring August 1, 2013

 or later, 2 percent COLA paid on fifth anniversary of retirement date.
 

Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) 
for Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for 
age 90 and above.  Females younger than age 80 are set back four years, one year set back from 
age 80 through 89 and not set back from age 90 and above.   
 
Actuarial assumptions used in the June 30, 2014, valuation are based on the results of an actuarial 
experience study, effective July 1, 2012. 
 
The 10 year expected real rate of return on pension plan investments was determined by STRS’ 
investment consultant by developing best estimates of expected future real rates of return for each 
major asset class.  The target allocation and best estimates of geometric real rates of return for 
each major asset class are summarized as follows:  
 

Target
Asset Class Allocation

Domestic Equity 31.00 % 8.00 %
International Equity 26.00 7.85
Alternatives 14.00 8.00
Fixed Income 18.00 3.75
Real Estate 10.00 6.75
Liquidity Reserves 1.00 3.00

Total %

Long-Term Expected
Real Rate of Return

100.00

 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of 
June 30, 2014. The projection of cash flows used to determine the discount rate assumes member 
and employer contributions will be made at the statutory contribution rates in accordance with rate  
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increases described above. For this purpose, only employer contributions that are intended to fund 
benefits of current plan members and their beneficiaries are included.  Projected employer 
contributions that are intended to fund the service costs of future plan members and their 
beneficiaries, as well as projected contributions from future plan members, are not included.  Based 
on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2014.  Therefore, the 
long-term expected rate of return on pension plan investments of 7.75 percent was applied to all 
periods of projected benefit payment to determine the total pension liability as of June 30, 2014. 
 
Sensitivity of the District's Proportionate Share of the Net Pension Liability to Changes in 
the Discount Rate The following table presents the District's proportionate share of the net 
pension liability calculated using the current period discount rate assumption of 7.75 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 one-percentage-point lower (6.75 percent) or one-
percentage-point higher (8.75 percent) than the current rate:  
 

Current
1% Decrease Discount Rate 1% Increase

(6.75%) (7.75%) (8.75%)
District's proportionate share
  of the net pension liability $4,110,140 $2,870,993 $1,823,092

 
7. POST-EMPLOYMENT BENEFITS 
 

School Employees Retirement System (SERS) 
 
Health Care Plan Description - The District contributes to the SERS Health Care Fund administered 
by SERS for classified retirees and their beneficiaries.  For GASB Statement No. 45 purposes, this 
plan is considered a cost-sharing multiple-employer defined benefit other postemployment benefit 
(OPEB) plan. The Health Care Plan includes hospitalization and physicians’ fees through several 
types of plans including HMO’s, PPO’s, Medicare Advantage, and traditional indemnity plans as 
well as a prescription drug program.  The financial report of the Plan is included in the SERS 
Comprehensive Annual Financial Report which can be obtained by visiting the SERS website at 
www.ohsers.org under employers/audit resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of 
the Ohio Revised Code.  The Health Care Fund was established and is administered in accordance 
with Internal Revenue Code Section 105(e).  The SERS Retirement Board reserves the right to 
change or discontinue any health plan or program.  Health care is financed through a combination 
of employer contributions and retiree premiums, copays and deductibles on covered health care 
expenses, investment returns, and any funds received as a result of SERS’ participation in 
Medicare programs.  Active employee members do not contribute to the Health Care Plan.  
Retirees and their beneficiaries are required to pay a health care premium that varies depending on 
the plan selected, the  number of qualified years of service, Medicare eligibility, and retirement 
status. 
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7. POST-EMPLOYMENT BENEFITS (Continued) 

 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement 
Board allocates the remainder of the employer contribution of 14 percent of covered payroll to the 
Health Care Fund.  For fiscal year 2015, 0.82 percent of covered payroll was allocated to health 
care.  In addition, employers pay a surcharge for employees earning less than an actuarially 
determined minimum compensation amount, prorated according to service credit earned.  For fiscal 
year 2015, this amount was $20,450.  State statute provides that no employer shall pay a health 
care surcharge greater than 2 percent of that employer’s SERS covered payroll; nor may SERS 
collect in aggregate more than 1.5 percent of the total statewide SERS covered payroll for the 
health care surcharge.  For fiscal year 2015, the District’s surcharge obligation was $789.  
 
The District’s contribution for health care for the fiscal year ended June 30, 2015 $1,862.  The full 
amount has been contributed for the fiscal year.   
 
State Teachers Retirement System (STRS) 
 
Plan Description - The District participates in a cost-sharing multiple-employer defined benefit 
health care plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible 
retirees who participated in the defined benefit or combined pension plans offered by STRS.  Ohio 
law authorizes STRS to offer the plan.  Benefits include hospitalization, physicians’ fees, 
prescription drugs, and reimbursement of monthly Medicare Part B premiums.  The Plan is included 
in the STRS financial report which can be obtained by visiting the STRS website at www.strsoh.org 
or by calling (888) 227-7877. 
 

 Funding Policy - Ohio Revised Code Chapter 3307 authorizes STRS to offer the health care plan 
and gives the Retirement Board authority over how much, if any, of the health care costs will be 
absorbed by STRS.  Active employee members do not contribute to the health care plan.  Nearly all 
health care plan enrollees, for the most recent year, pay a portion of the health care costs in the 
form of a monthly premium.  Under Ohio law, funding for postemployment health care may be 
deducted from employer contributions.  For fiscal year ended June 30, 2015, STRS did not allocate 
any employer contributions to postemployment health care.     

 
8. RISK MANAGEMENT 
 

A.  Property and Liability 
 

The District is exposed to various risks of loss related to torts; theft or damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters.  The 
District maintains comprehensive insurance coverage with private carriers for real property, 
building contents, general and education liability, and vehicles.  Vehicle policies include liability 
coverage for bodily injury and property damage.  Real property and contents are fully insured.  
Settled claims have not exceeded the commercial coverage each of the past three years.  
There have been no significant reductions in insurance coverage from last year. 
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8. RISK MANAGEMENT (Continued) 
 

B. Employee Group Health Insurance 
 

The District participates in the San-Ott Insurance Consortium (the Consortium) shared risk pool.  
The Consortium includes eight member districts and is governed by an assembly which 
consists of one representative from each participant (usually the superintendent or designee). 
The Consortium was formed to provide for employee benefits and includes life insurance, 
accidental death and dismemberment insurance, health insurance, prescription drug insurance, 
dental insurance and vision insurance. 
 
Effective August 1, 2015, the Consortium participates in the Jefferson Health Plan (the “Health 
Plan”), a claims servicing pool organized under Ohio Revised Code Chapter 167, for the 
purpose of establishing and carrying out a cooperative program to administer insurance 
benefits for employees of the participating entities and their eligible dependents.  The Health 
Plan contracts with third-party administrators to process and pay claims incurred by its 
members. 

 
The Health Plan also purchases stop-loss coverage for claims in excess of a set amount for 
individual claims and in the pool’s aggregate.  Each member of the Health Plan is obligated to 
pay a fee based on an estimate of the member’s share of the Health Plan costs for the fiscal 
year. Included in this estimate are claims by eligible employees, which are payable by each 
member, the member’s share of the various insurance premiums, and their proportionate share 
of the administrative costs of the Health Plan.  The actual balance of each member’s account is 
determined on a monthly basis.  Each member is required to meet or exceed the claims that 
have been incurred but not reported and to maintain adequate reserves or current funding to 
meet or exceed their claims fluctuation reserve requirements.  If a member is in a deficit 
position, the participating member has two fiscal years to make up a negative reserve amount 
or an insufficient incurred but not reported and three fiscal years to make up insufficient claims 
fluctuation reserves. 
  
Members may withdraw from the Health Plan with as much notice as is possible for the 
termination, allowing the Health Plan time to determine any withdrawal balance owed to or by 
the departing employer.  Any outstanding reserve balances are held by the Health Plan for a 
maximum period of six months to satisfy the payment of claims incurred before termination.   
 
The terminating member has the option to pay all of the claims incurred prior to the termination 
for membership, so that any reserves could be released sooner.  Employers found to be in a 
deficit position wishing to leave the Health Plan will be required to repay the deficit in full within 
ninety days of the effective withdrawal date.  Additionally, such terminating member will be 
required to pay any claims incurred prior to termination notification.   

 
C. Worker’s Compensation Plan 

 
 The District participates in the Ohio School Boards Association Workers’ Compensation Group 
Rating Plan (the “Plan”), an insurance purchasing pool (Note 1.C.).  The intent of the Plan is to 
achieve the benefit of a reduced premium for the District by virtue of its grouping and 
representation with other participants in the Plan.  Participants in the Plan are placed on tiers 
according to their loss history.  Participants with low loss histories are rewarded with greater 
savings than participants with higher loss histories.  Each participant pays its workers’ 
compensation premium to the state based on the rate for the Plan rather than its individual rate.  
Participation in the Plan is limited to school districts that can meet the Plan’s selection criteria.   
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8. RISK MANAGEMENT (Continued) 
 
The firm of CompManagement, Inc. provides administrative, cost control, assistance with safety 
programs, and actuarial services to the Plan General Liability. 
 

9. SET-ASIDES 
 

The District is required by State statute to annually set aside, in the General Fund, an amount 
based on a statutory formula for the acquisition and construction of capital improvements.  Amounts 
not spent by the end of the fiscal year or offset by similarly restricted resources received during the 
fiscal year must be held in cash at fiscal year-end. These amounts must be carried forward and 
used for the same purposes in future years.   
    
During the fiscal year ended June 30, 2015, the reserve activity was as follows: 

 
Capital

Improvements

Set-aside balance June 30, 2014

Current year set-aside requirement 11,203$         

Current year qualifying expenditures (54,689)         

Current year offsets (133,723)       

Total (177,209)$    

Balance carried forward to fiscal year 2016

Set-aside balance June 30, 2015

 
Although the District had qualifying disbursements and offsets during the fiscal years that reduced 
the set-aside amount to below zero for the capital improvements set-aside, this amount may not be 
used to reduce the set-aside requirement for future fiscal years.  The negative balance is therefore 
not presented as being carried forward to future fiscal years. 

 
10. CONTINGENT LIABILITIES  
 
 A. Grants 
 

Amounts grantor agencies pay to the District are subject to audit and adjustment by the grantor, 
principally the federal government.  The grantor may require refunding any disallowed costs.  
Management cannot presently determine amounts grantors may disallow.  However, based on 
prior experience, management believes any refunds would be immaterial. 
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10. CONTINGENT LIABILITIES (Continued)  
  
 B. School District Foundation 
 

School District Foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  Effective for the 2014-2015 school year, traditional school districts 
must comply with minimum hours of instruction, instead of a minimum number of school days 
each year. The funding formula the Ohio Department of Education (ODE) is legislatively 
required to follow will continue to adjust as enrollment information is updated by the school 
district, which can extend past the fiscal year end.  As of the date of this report, ODE has not 
finalized the impact of enrollment adjustments to the June 30, 2015 Foundation funding for the 
school district; therefore, the financial statement impact is not determinable at this time.  ODE 
and management believe this will result in either a receivable to or liability of the District. 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 
REQUIRED BY GOVERNMENT AUDITING STANDARDS 

 
 
Put-in-Bay Local School District 
Ottawa County 
P.O. Box 659 
Put-in-Bay, Ohio 43456-0659 
 
To the Board of Education: 
 
We have audited, in accordance with auditing standards generally accepted in the United States and the 
Comptroller General of the United States’ Government Auditing Standards, the financial statements of 
Put-in-Bay Local School District, Ottawa County, Ohio (the District) as of and for the years ended June 
30, 2016 and 2015, wherein we issued an adverse opinion on the District’s financial statements because 
the District prepared its financial statements using accounting practices the Auditor of State prescribes or 
permits for governmental entities not required to report in accordance with GAAP rather than accounting 
principles generally accepted in the United States of America. 
 
Internal Control Over Financial Reporting 
 
As part of our financial statement audit, we considered the District’s internal control over financial 
reporting (internal control) to determine the audit procedures appropriate in the circumstances to the 
extent necessary to support our opinion on the financial statements, but not to the extent necessary to 
opine on the effectiveness of the District’s internal control.  Accordingly, we have not opined on it.   
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, when performing their assigned functions, to prevent, or detect and timely 
correct misstatements.  A material weakness is a deficiency, or combination of internal control 
deficiencies resulting in a reasonable possibility that internal control will not prevent or detect and timely 
correct a material misstatement of the District’s financial statements.  A significant deficiency is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a material 
weakness, yet important enough to merit attention by those charged with governance.   
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all internal control deficiencies that might be material 
weaknesses or significant deficiencies.  Therefore, unidentified material weaknesses or significant 
deficiencies may exist.  We did identify certain deficiencies in internal control, described in the 
accompanying schedule of findings that we consider material weaknesses.  We consider findings 2016-
001 and 2016-002 to be material weaknesses. 
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Compliance and Other Matters 
 

As part of reasonably assuring whether the District’s financial statements are free of material 
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could directly and materially affect the determination of financial 
statement amounts.  However, opining on compliance with those provisions was not an objective of our 
audit and accordingly, we do not express an opinion.  The results of our tests disclosed an instance of 
noncompliance or other matters we must report under Government Auditing Standards, which is 
described in the accompanying schedule of findings as item 2016-001. 
 
District’s Response to Findings 

 
The District’s responses to the findings identified in our audit are described in the accompanying schedule 
of findings.  We did not audit the District’s responses and, accordingly, we express no opinion on them.  
 
Purpose of this Report 

 
This report only describes the scope of our internal control and compliance testing and our testing results, 
and does not opine on the effectiveness of the District’s internal control or on compliance.  This report is 
an integral part of an audit performed under Government Auditing Standards in considering the District’s 
internal control and compliance.  Accordingly, this communication is not suitable for any other purpose. 
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
 
Columbus, Ohio 
 
 
November 22, 2016 
 

jrhelle
Yost Signature
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FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

 
FINDING NUMBER 2016-001 

 
Noncompliance Citation / Material Weakness 

 
Ohio Rev. Code § 117.38 provides that each public office shall file a financial report for each fiscal year. 
The Auditor of State may prescribe forms by rule or may issue guidelines, or both, for such reports. If the 
Auditor of State has not prescribed a rule regarding the form for the report, the public office shall submit 
its report on the form utilized by the public office. 
 
Ohio Admin. Code § 117-2-03(B), which further clarifies the requirements of Ohio Rev. Code §117.38, 
requires the District to file annual financial reports prepared using generally accepted accounting 
principles (GAAP). 
 
For fiscal years 2016 and 2015, as a cost savings measure, the District prepared its financial statements 
in accordance with the regulatory basis of accounting prescribed or permitted by the Auditor of State for 
governments not required to report in accordance with GAAP.  This presentation differs from accounting 
principles generally accepted in the United States of America.  The accompanying financial statements 
and notes omit assets, liabilities, fund equities, and disclosures that, while material, cannot be determined 
at this time.  The District can be fined and various other administrative remedies may be taken against the 
District. 
 
We recommend the District take the necessary steps to ensure the financial report is prepared in 
accordance with accounting principles generally accepted in the United States of America. 
 
 
Officials’ Response: 
 
The District understands this requirement, but feels that there are not financial and/or cost benefits to 
converting to generally accepted accounting principles. 
 
 

FINDING NUMBER 2016-002 
 
Material Weakness – Financial Reporting 

 
We identified the following errors requiring adjustments to the financial statements or notes to the 
financial statements for the fiscal year ended June 30, 2016: 
 

 Capital Projects Fund Intergovernmental receipts in the amount of $4,906 were incorrectly 
classified as Taxes receipts; and 
 

 Special Revenue and Capital Projects Fund Type Appropriations were increased in the amounts 
of $11,453 and $8,487, respectively, in order to bring the accounting system and amounts 
reported in the notes to the financial statements in line with authorized budget amounts.  

 
We also identified the following errors requiring adjustment to the notes to the financial statements for the 
fiscal year ended June 30, 2015: 
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FINDING NUMBER 2016-002 
(Continued) 

 
General Fund, Special Revenue, Capital Projects, and Private Purpose Trust Fund Type Budgeted 
Receipts were increased in the amount $300,936, decreased in the amount of $23,187, increased in the 
amount of $12,205, and increased in the amount of $8,305, respectively, in order to bring the accounting 
system and amounts reported in the notes to the financial statements in line with authorized budget 
amounts. 
 
These errors were not identified and corrected prior to the audit due to deficiencies in the District’s 
internal controls over financial statement monitoring.  Sound financial reporting is the responsibility of the 
Treasurer and the Board of Education and is essential to ensure the information provided to the readers 
of the financial statements and accompanying notes is complete and accurate. 
 
To help ensure the District’s financial statements and notes to the statements are complete and accurate, 
the District should adopt policies and procedures, including a final review of the statements and notes by 
the Treasurer, to identify and correct errors and omissions, as well as recording correct budgetary 
information.  The Treasurer can refer to the Uniform School Accounting System Manual available from the 
following web address for guidance on the posting of transactions:  
http://www.ohioauditor.gov/publications/uniform_school_accounting_system_user_manual.pdf  
 
 
Officials’ Response: 
 
Treasurer will review transactions to ensure amounts are properly classified in the School's accounting 
records. 
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

 JUNE 30, 2016 AND 2015 
 
 

Finding 
Number  

Finding 
Summary  Status 

 
Additional Information 

2014-001 Ohio Admin. Code § 117-
2-03(B) for reporting on a 
basis other than generally 
accepted accounting 
principles. 

Not 
corrected 
and 
reissued as 
Finding 
2016-001 in 
this report. 

The District understands this 
requirement, but feels that there are 
not financial and/or cost benefits to 
converting to generally accepted 
accounting principles. 
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