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INDEPENDENT AUDITOR’S REPORT

To the Board of Control
St. Mary Parish Library
Franklin, Louisiana

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and the major fund
of the St. Mary Parish Library (“Library”), a component unit of the Parish of St. Mary, as of and for the year
ended December 31, 2019, and related notes to the financial statements which collectively comprise the Library’s
basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

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

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

Member of:
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Member of:
SOCIETY OF LOUISIANA
CERTIFIED PUBLIC ACCOUNTANTS



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and the major fund of the Library, as of December 31,
2019, and the respective changes in financial position for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that certain information
be presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
formation in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the budgetary comparison information on page 30, schedule of employer’s share of net
pension hability/asset on page 31, schedule of employer contributions on page 32, or notes to required
supplementary information on pages 33-34 because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Management has omitted management’s discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial statements.
Such missing information, although not a part of the basic financial statements, 1s required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic or historical context. Our opinion on the basic
financial statements is not affected by this missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 1, 2010 on
our consideration of the Library's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is solely to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the Library’s internal control over
financial reporting or on compliance. That report is an integral part of an audit performed n accordance with
Governmeni Auditing Standards in considering the Library’s intemal control over financial reporting and
compliance.

Kolder, Slaven & Company, LLC
Certified Public Accountants

Morgan City, Louisiana
June 1, 2020
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ST. MARY PARISH LIBRARY

Statement of Net Position
December 31, 2019

ASSETS

Current assets:
Cash
Receivables:

Ad valorem taxes, net of allowance
Due from other governmental units
Prepaid expenses

Total current assets

Capital assets:
Land
Construction 1n progress
Other, net of accumulated depreciation
Total capital assets, net

Total assets

DEFERRED OUTFLOWS OF RESOURCES

Deferred outflows related to net pension liability
LIABILITIES

Current liabilities:
Accounts payable and accrued expenses

Noncurrent liabilities:
Net pension hability
Total liabilities

DEFERRED INFLOWS OF RESOURCES

Deferred inflows related to net pension liability

NET POSITION
Net investment in capital assets
Unrestricted

Total net position

The accompanying notes are an integral part of this statement.

4

Governmental
Activities

$ 4,748,164

2,372,703
38,166
16,459

7,175,492

320,891
13,500
5,437,913
5,772,304

12,947,796

687,541

123,358

764,982
388,340

47,545

5,772,304
6,927,148

S 12.699.452



ST. MARY PARISH LIBRARY

Statement of Activities
Year Ended December 31, 2019

Net (Expense) Revenue
And Changes in

Program Revenues Net Position
Charges Operating
for Grants and Governmental
Activities Expenses Services Contributions Activities

Governmental activities:
Culture and recreation $ 2825272 § 12,312 $ 13,171

General revenues:
Ad valorem taxes
State revenue sharing
Interest and investment income
Miscellaneous
Total general revenues

Change in net position
Net position, beginning

Net position, ending

The accompanying notes are an integral part of this statement.

$ (2.799,789)

2,747,176
57,248
35,867
56,953

2,897,244

97,455
12,601,997

$ 12699452
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ST. MARY PARISH LIBRARY

Balance Sheet
Governmental Funds
December 31, 2019

ASSETS

Cash
Recetvables:

Ad valorem taxes, net of allowance
Due from other governmental units
Prepaid expenditures

Total assets

LIABILITIES, DEFERRED INFLOWS OF RESOURCES,
AND FUND BALANCE

Liabilities:
Accounts payable and accrued expenses

Deferred inflows of resources:
Unavailable revenues

Fund balance:
Nonspendable
Committed
Unassigned

Total fund balance

Total liabilities, deferred mflows of resources, and fund balance

General

$ 4,748,164

2,372,703
38,166
16,459

§ 7.175.49

$ 123358

317,753

16,459
3,000,000

3,717,922
6,734,381

$ 7,175,492

(continued)



ST. MARY PARISH LIBRARY

Balance Sheet (continued)
Governmental Funds
December 31, 2019

Reconcihation of the Governmental Funds' Balance Sheet to the Statement of Net Position

Total fund balances for governmental funds at December 31, 2019

Total net position reported for governmental activities in the statement of net
position is different because:

Cost of capital assets, net of accumulated depreciation
Deferred outflows of resources related to net pension liability
Deferred revenues not considered current financial resources

Net pension liability
Deferred inflows of resources related to net pension liability

Net position at December 31, 2019

The accompanying notes are an integral part of the financial statements.

$ 6,734,381

5,772,304

687,541

317,753

(764,982)

(47,545)

$ 12,699,452



ST. MARY PARISH LIBRARY

Statement of Revenues, Expenditures, and Changes in Fund Balance

Governmental Funds
Year Ended December 31, 2019

General
Revenues
Ad valorem taxes $ 2,656,656
Intergovernmental:
State revenue sharing 58,152
Miscellaneous:
Interest and investment earnings 35,867
Other sources 69,265
Total revenues 2,819,940
Expenditures
Culture and recreation -
Current:
Ad valorem tax deductions 88,060
Insurance 86,832
Library materials - non capital 93,634
Materials and supplies 97,049
Miscellaneous 12,474
Professional services 39,922
Repairs and maintenance 167,739
Salaries and benefits 1,522,483
Telephone and utilities 174,464
Travel and other charges 14,333
Capital outlay:
Books 166,783
Furniture and equipment 30,713
Total expenditures 2,494,492
Net change in fund balance 325,448
Fund balance, beginning 6,408,933
Fund balance, ending $ 6,734,381
(continued)



ST. MARY PARISH LIBRARY
Statement of Revenues, Expenditures, and Changes in Fund Balance (continued)

Governmental Funds
Year Ended December 31, 2019

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balance of
Governmental Funds to the Statement of Activities

Total net changes in fund balance for the year ended December 31, 2019 per

Statement of Revenues, Expenditures and Changes in Fund Balances § 325448
Capittal outlay 197,496
Depreciation expense (362,272)

Changes in unavailable revenues as increases or decreases in current ad
valorem taxes and state revenue sharing revenues 89,616

Effects of recording net pension liability and deferred inflows and
outflows of resources related to net pension liability:

Increase in pension expense (166,004)
Nonemployer pension contribution revenue 13,171 (152,833)
Change in net position of governmental activities $ 97,455

The accompanying notes are an integral part of this statement.

10



ST. MARY PARISH LIBRARY

Notes to Fmancial Statements

(1) Summary of Significant Accounting Policies

The St. Mary Parish Library (“Library”), which 1s a component unit of the Parish of St. Mary, was
created under Louisiana Revised Statue 25:211. The Library operates under a Board of Control. The purpose
of the Library is to provide library facilities to residents within its boundaries.

The accounting and reporting policies of the Library conform to generally accepted accounting
principles as applicable to governments. Such accounting and reporting procedures also conform to the
mdustry audit guide, dudits of State and Local Governmental Units.

The financial statements of the Library have been prepared in conformity with generally accepted
accounting principles (GAAP). The Governmental Accounting Standards Board (GASB) is responsible for
establishing GAAP for state and local governments through its pronouncements (Statements and
Interpretations). The following is a summary of certain significant accounting policies:

A. Financial Reporting Entitv

This report includes all funds which are controlled by or dependent on the Library’s executive
and legislative branches (the Board of Control). Control by or dependence on the Library was determined
on the basis of budget adoption, taxing authority, authority to issue debt, election or appointment of
governing body, and other general oversight responsibilifies.

The Library i1s a component unit of the Parish of St. Mary.

B. Government-Wide and Fund Financial Statements

Government-wide financial statements —

The government-wide financial statements include the statement of net position and the statement
of activities of the Library. These statements include the financial activities of the overall government.
Governmental activities are generally financed through taxes, intergovernmental revenues, and other
nonexchange transactions.

In the government-wide statement of net position, the governmental activities are reported on a
full accrual, economic resource basis, which recognizes all long-term assets and receivables as well as
long-term debt and obligations. The Library’s net position is reported in two parts — net investment in
capital assets and unrestricted.

The government-wide statement of activities reports both the gross and net cost of each of the
Library’s functions. The functions are also supported by general government revenues (property taxes,
certain intergovernmental revenues, ete.). The statement of activities reduces gross expenses (including
depreciation) by related program revenues, operating and capital grants. Program revenues must be
directly associated with the function. Operating grants include operating-specific and discretionary
(etther operating or capital) grants while the capital grants column reflects capital-specific grants.

11



ST. MARY PARISH LIBRARY
Notes to Financial Statements (continued)

The net cost (by function) i1s normally covered by general revenues (property taxes,
mtergovernmental revenues, interest income, etc.).

The government-wide focus is more on the sustainability of the Library as an entity and the
change in the Library’s net position resulting from the current year’s activities.

Fund financial statements —

The fund financial statements provide information about the Library’s funds. The emphasis of
fund financial statements is on major governmental funds.

The Library has the following fund type:

Governmental Funds —

The focus of the governmental fund’s measurement (in the fund statement) is upon determination
of financial position and changes in financial position (sources, uses, and balances of financial resources)
rather than upon net income. The following is a description of the governmental fund of the Library:
General Fund —

The General Fund is the general operating fund of the Library. It 1s used to account for all

financial resources except those required to be accounted for in another fund.

. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred, regardless of when the related cash flows take
place. Nonexchange transactions, in which the Library gives (or receives) value without directly
receiving (or giving) equal value in exchange, include property taxes, grants and donations. On an
accrual basis, revenue from property taxes is recognized in the fiscal year for which the taxes are levied.
Revenue from grants, entitlement, and donations is recognized in the fiscal year in which all eligibility
requirements have been satisfied.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. “Measurable” means the amount of the transaction can be
determined and “available” means collectible within the current period or soon enough thereafter to be
used to pay liabilities of the current period. The Library considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period.

Ad valorem taxes and interest associated with the current fiscal period are all considered to be
susceptible to accrual and so have been recognized as revenues of the current fiscal period. Ad valorem
taxes are recognized as revenues in the year in which such taxes are levied and billed to the taxpayers.
Other major revenues that are considered susceptible to accrual include earned grant revenues and other
intergovernmental revenues, and interest on investments. All other revenues are recognized when
received. Expenditures generally are recorded when a liability is incurred, as under accrual accounting.

12



ST. MARY PARISH LIBRARY

Notes to Financial Statements (continued)

D. Capital Assets

All capital assets purchased or acquired with an original cost of $1,500 or more are reported at
historical cost or estimated historical cost. Contributed assets are reported at fair market value as of the
date recerved. Additions, improvements, and other capital outlays that significantly extend the useful life
of an asset are capitalized. Other costs incurred for repairs and maintenance are expensed as incurred.

Depreciation on all assets is provided on the straight-line basis over the following estimated
useful lives:

Books 7 years
Buildings and improvements 20-40 years
Furniture and equipment 5-7 years

E. Deferred outflows of resources and deferred inflows of resources

In addition to assets, the statement of net position and or balance sheet will sometimes report a
separate section for deferred outflows of resources. This separate financial statement element, deferred
outflows of resources, represents a consumption of net position that applies to a future period(s) and so will
not be recognized as an outflow of resources (expense/expenditure) until then.

In addition to liabilities, the statement of net position and or balance sheet will sometimes report a
separate section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net position that applies to a future period(s) and so will
not be recognized as an inflow of resources (revenue) until that time.

F. Pensions

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

G. Equity Classifications

In the government-wide statements, equity is classified as net position and displayed in three
components:

1. Netinvestment in capital assets - consists of capital assets including restricted capital assets,
net of accumulated depreciation and reduced by the outstanding balances of any bonds,
mortgages, notes, or other borrowings that are attributable to the acquisition, construction, or
improvement of those assets.

2. Restricted - consists of net assets with constraints placed on their use either by (1) external

groups such as creditors, grantors, contributors, or laws or regulations of other governments:
or (2) law through constitutional provisions or enabling legislation.

13



ST. MARY PARISH LIBRARY

Notes to Financial Statements (continued)

3. Unrestricted - all other net assets that do not meet the definition of “restricted” or “net
mvestment in capital assets.”

Fund balance for the Library’s governmental fund (General Fund) are displayed in the following
classifications depicting the relative strength of the spending constraints placed on the purposes for which
resources can be used:

1. Nonspendable - amounts that cannot be spent either because they are in nonspendable form
or because they are legally or contractually required to be maintained mntact.

2. Restricted - amounts that can be spent only for specific purposes because of constitutional
provisions or enabling legislation or because of constraints that are externally imposed by
creditors, grantors, contributors, or the laws or regulations of other governments.

3. Committed - amounts that can be used only for specific purposes determined by a formal
action of the government’s highest level of decision-making authority. The Board of Control
1s the highest level of decision-making authority for the Library. Commitments may be
established, modified, or rescinded only through formal actions approved by the Board.

4. Assigned — amounts that do not meet the criteria to be classified as restricted or committed
but that are intended to be used for specific purposes. Under the Library’s adopted policy,
only the Board of Control may assign amounts for specific purposes.

5. Unassigned — all other spendable amounts.

When an expenditure is incurred for purposes for which both restricted and unrestricted fund
balance 1s available, the Library considers restricted funds to have been spent first. When an expenditure
1s incurred for which commutted, assigned, or unassigned fund balances are available, the Library
considers amounts to have been spent first out of committed funds, then assigned funds, and finally
unassigned funds, as needed, unless the Board of Control have provided otherwise in its commitment or
assignment actions.

H. Interest Bearing Deposits

Interest-bearing deposits are stated at cost, which approximates market.

I. Compensated Absences

Emplovees earn annual vacation and sick leave at varying rates depending upon length of service.
Vacation time must be used within the fiscal year and cannot be carried over to subsequent periods.
Upon termination, an employee is compensated for the accumulated time, provided they were employed
for one year. Sick leave is earned at one day per month, or 12 sick days per year. Sick leave may be
accumulated up to 36 days. Emplovees are not compensated for accrued sick leave upon termination. No
liability has been accrued for compensated absences on the Library’s financial statements due to
immateriality.

14
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ST. MARY PARISH LIBRARY

Notes to Financial Statements (continued)

J.  Use of Estimates

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

Cash and Interest- Bearing Deposits

Under state law, the Library may deposit funds within a fiscal agent bank organized under the laws of
the State of Louisiana, the laws of any other state in the Union, or the laws of the United States. The Library
may invest in certificates and time deposits of state banks organized under Louisiana law and national banks
having principal offices in Louisiana. At December 31, 2019, the Library has cash (book balances) totaling
$4,748,164, as follows:

Demand deposits $ 1,714,584
Time Deposits 3,033,580
Total 4,748,164

These deposits are stated at cost, which approximates market. Under state law, these deposits, (or the
resulting bank balances) must be secured by federal deposit insurance or the pledge of securities owned by the
fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance must at all
times equal the amount on deposit with the fiscal agent bank. These securities are held in the name of the
pledging fiscal agent bank in a holding or custodial bank that 1s mutually acceptable to both parties. Deposit
balances (bank balances) at December 31, 2019 totaling $4,802,535, are secured as follows:

Federal deposit insurance $ 750,000
Uninsured and collateralized by pledged securities 4,052,535
Total federal insurance and pledged securities $ 4,802,535

Custodial credit risk for deposits is the risk that in the event of the failure of a depository financial
mstitution, the Library’s deposits may not be recovered, or the Library will not be able to recover collateral
securities that are in the possession of an outside party. The Library does not have a policy to monitor or
attempt to reduce exposure to custodial credit risk. As of December 31, 2019, deposits in the amount of
$4,052,535 were exposed to custodial credit risk since the deposits are uninsured and collateralized with securities
held by the pledging mstitution’s trust department or agent but not in the Library’s name.

15



ST. MARY PARISH LIBRARY
Notes to Financial Statements (continued)

(3) Ad Valorem Taxes

Ad valorem taxes attach as an enforceable lien on property as of January 1 of each year. Taxes are
levied in September and are billed to the taxpayers by the Sheriff in October or November. Billed taxes are
due by December 31, becoming delinquent on January 1 of the following year. Taxes are budgeted and the
revenue recognized in the year they are billed.

The taxes are based on assessed values determined by the Tax Assessor of St. Mary Parish and are
collected by the St. Mary Parish Sheriff. The taxes are remitted to the Library net of deductions for pension
fund contributions.

For the year ended December 31, 2019, taxes ot 5.72 mills were levied on property with net assessed
valuations totaling $475,228 488 and were dedicated to paying the administrative, operative and maintenance
expenditures for the Library.

Total taxes levied during 2019 were $2,689,871. Taxes receivable at December 31, 2019 consists of
$2.,424 956 of which 2 percent of taxes levied or $52,253 is considered uncollectible.

{(4) Due from Other Governmental Units

The following is a summary of amounts due from other governmental units at December 31, 2019:

Governmental
Activities
Due from -
St. Mary Parish Tax Collector $ 38,166

16



ST. MARY PARISH LIBRARY

Notes to Financial Statements (continued)

(5) Capital Assets

Capital asset activity for the year ended December 31, 2019 was as follows:

Assets not being depreciated:
Land
Construction in progress

Total capital assets not being depreciated

Capital assets being depreciated
Books
Buildings and improvements
Furniture and equipment

Total capital assets being depreciated

Less accumulated depreciation
Books
Buildings and improvements
Furniture and equipment

Total accumulated depreciation

Capital assets being depreciated, net

Capital assets, net

Balances,
Beginning Balances,
of Year Additions Deletions End of Year
$ 320,891 - - $ 320,891
13,500 - - 13,500
334,391 - - 334,391
1,223,352 166,783 (228,493) 1,161,642
6,479,962 - - 6,479,962
911,159 30,713 - 941,872
8,614,473 197,496 (228,493) 8,583,476
(377,199) (162,630) 228,493 (311,336)
(1,849,003) (170,125) - (2,019,128)
(785,582) (29,517) - (815,099)
(3,011,784) (362,272) 228,493  (3,145,563)
5,602,689 (164,776) - 5,437,913
$5937,080 § (164,776) $ - $5,772,304

Depreciation expense in the amount of $362,272 was charged to culture and recreation.

17



ST. MARY PARISH LIBRARY

Notes to Financial Statements (continued)

(6) Retirement Commitments

The employer pension schedules for the Parochial Employees” Retirement System of Louisiana are
prepared using the accrual basis of accounting. Members’ earnable compensation, for which the employer
allocations are based, is recognized in the period in which the employee is compensated for services
performed.

Substantially all of the Library’s employees are covered under the Parochial Employees’ Retirement
System of Louisiana. Details concerning the plan are:

Plan Description: The Parochial Employees’ Retirement System of Louisiana (the System) is a cost-
sharing multiple-employer defined benefit pension plan established by Act 205 of the 1952 regular session of
the Legislature of the State of Louisiana to provide retirement benefits to all employees of any parish in the
state of Louisiana or any governing body or a parish which employs and pays persons serving the parish.

Act 765 of the year 1979, established by the Legislature of the State of Louisiana, revised the System
to create Plan A and Plan B to replace the “regular plan™ and the “supplemental plan”. Plan A was designated
for employers out of Social Security. Plan B was designated for those employers that remained in Social
Security on the revision date. Employees of the Library are members of Plan A.

The System 1s governed by Louisiana Revised Statutes, Title 11, Sections 1901 through 2025,
specifically, and other general laws of the State of Louisiana.

The Parochial Employees’ Retirement System of Louisiana issues a stand-alone report on their
financial statements. Access to the report can be found on the system’s website, www.persla.org, or on the
Louisiana Legislative Auditor’s website, www.lla la.gov.

The following is a deseription of the plan and its benefits and is provided for general information
purposes only. Participants should refer to these appropriate statutes for more complete information.

Eligibility Requirements: All permanent parish government employees (except those employed by
Orleans, Lafourche and East Baton Rouge Parishes) who work at least 28 hours a week shall become
members on the date of employment. New employees meeting the age and Social Security criteria have up to
90 days from the date of hure to elect to participate.

As of January 1997, elected officials, except coroners, justices of the peace, and parish presidents
may no longer join the System.

Retirement Benefits: Any member of Plan A can retire providing he/she meets one of the following
criteria:

For employees hired prior to January 1, 2007:

Any age with thirty (30) or more years of creditable service.
Age 55 with twenty-five (25) years of creditable service.

Age 60 with a minimum of ten (10) years of creditable service.
Age 65 with a minimum of seven (7) years of creditable service.

B
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ST. MARY PARISH LIBRARY

Notes to Financial Statements (continued)

For employees hired after January 1, 2007:

Age 55 with 30 years of service.
Age 62 with 10 years of service.
Age 67 with 7 years of service.

L BN e

Generally, the monthly amount of the retirement allowance of any member of Plan A shall consist of
an amount equal to three percent of the member’s final average compensation multiplied by his/her years of
creditable service. However, under certain conditions, as outlined in the statutes, the benefits are limited to
specified amounts.

Survivor Benefits: Upon the death of any member of Plan A with five (5) or more years of creditable
service who 1s not eligible for retirement, the plan provides for benefits for the surviving spouse and minor
children, as outlined mn the statutes.

Any member of Plan A, who 1s eligible for normal retirement at time of death, the surviving spouse
shall receive an automatic Option 2 benefit, as outlined in the statutes.

A surviving spouse who 1s not eligible for Social Security survivorship or retirement benefits, and
married not less than twelve (12) months immediately preceding death of the member, shall be paid an Option
2 benefit beginning at age 50.

Deferred Retirement Option Plan: Act 338 of 1990 established the Deferred Retirement Option Plan
(DROP) for the Retirement System. DROP 1s an option for that member who 1s eligible for normal
retirement.

In lieu of terminating employment and accepting a service retirement, any member of Plan A or B
who is eligible to retire may elect to participate in the Deferred Retirement Option Plan (DROP) in which
they are enrolled for three years and defer the receipt of benefits. During participation in the plan, employer
contributions are payable but employee contributions cease. The monthly retirement benefits that would be
payable, had the person elected to cease employment and receive a service retirement allowance, are paid into
the DROP Fund.

Upon termination of employment prior to or at the end of the specified period of participation, a
participant in the DROP may receive, at his option, a lump sum from the account equal to the payments into
the account, a true annuity based upon his account balance in that fund, or roll over the fund to an Individual
Retirement Account.

Interest is accrued on the DROP benefits for the period between the end of DROP participation and
the member’s retirement date.
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