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Rockefeller Building
614 W Superior Ave Ste 1242
Cleveland OH 44113-1306

Charles E. Harris & Associates, Inc. Office phone - (216) 575-1630
Certified Public Accountants Fax - (216) 436-2411

INDEPENDENT AUDITORS’ REPORT

Toledo Metropolitan Area Council of Governments
Lucas County

300 Martin Luther King Jr. Drive, Suite 300
Toledo, Ohio 43604

To the Board of Trustees:
Report on the Financial Statements

We have audited the accompanying financial statements of the enterprise fund, and the aggregate
remaining fund information of the Toledo Metropolitan Area Council of Governments, Lucas County, Ohio
(TMACOG) as of and for the year ended June 30, 2018, and the related notes to the financial statements,
which collectively comprise TMACOG'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 TMACOG'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
TMACOG’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.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the enterprise fund and the aggregate remaining fund information of the
Toledo Metropolitan Area Council of Governments, Lucas County, Ohio, as of June 30, 2018, and the
respective change in financial position, and, where applicable, cash flows thereof for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 15 to the financial statements, during the year ended June 30, 2018, TMACOG
adopted new accounting guidance in Governmental Accounting Standards Board (GASB) Statement No.
75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions. We did not
modify our opinion regarding this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, and schedules of net pension liabilities, other postemployment liabilities, and
pension and other postemployment contributions listed in the table of contents, be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise TMACOG’s basic financial statements. The Schedules of Fringe Benefit Cost Rate, Indirect
Cost Rate, and Revenue and Expenses for U.S. Department of Transportation Funds, are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The
Schedule of Expenditures of Federal Awards is presented for purposes of additional analysis as required
by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards, and is also not a required part of the basic
financial statements.

The schedules are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, these schedules are fairly stated in all
material respects in relation to the basic financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 7,
2018, on our consideration of TMACOG'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 TMACOG’s 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
TMACOG'’s internal control over financial reporting and compliance.

Choalang Hontad Aaarésolon

Charles E. Harris & Associates, Inc.
December 7, 2018



TOLEDO METROPOLITAN AREA COUNCIL OF GOVERNMENTS
LUCAS COUNTY

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2018

The discussion and analysis of the Toledo Metropolitan Area Council of Governments’ (TMACOG) financial
performance provides an overall review of TMACOG’s financial activities for the year ended June 30, 2018.
This information should be read in conjunction with the basic financial statements included in this report.

FINANCIAL HIGHLIGHTS

e  Total Net Position decreased by $39,304.

e Total expenses decreased by $173,877 to $2,658,366 while total revenue decreased by $89,119 to
$2,619,062.

o Federal and state support decreased by $243,016 to $1,598,558 while local support increased by
$153,394 to $1,018,939.

o Because of implementation of GASB 75 reporting regarding net OPEB liability, the June 30, 2017
net position was restated to -$1,470,968.

e After amortizing net pension expense due to net pension liability and net OPEB liability,
TMACOG’s net position on June 30, 2017 is -$1,510,272.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to TMACOG’s basic financial statements.
TMACOG’s basic financial statements are the Statement of Net Position, the Statement of Revenue,
Expenses and Changes in Net Position, the Statement of Cash Flows for the Major Enterprise Fund, the
Statement of Net Position — Fiduciary Fund, and the accompanying notes to the financial statements. These
statements report information about TMACOG as a whole and about its activities. TMACOG is a single
enterprise fund using proprietary fund accounting, which means these statements are presented in a manner
similar to a private-sector business. TMACOG also has a small agency fund using fiduciary fund accounting
to record restricted funds being held for partners of the Wabash Cannonball Rails-to-Trails project. The
statements are presented using economic resources measurement and the accrual basis of accounting.

The Statement of Net Position presents TMACOG’s financial position and reports the resources owned by
TMACOG (assets and deferred outflows of resources), obligations owed by TMACOG (liabilities and
deferred inflows of resources) and TMACOG’s net position (the difference between assets, deferred outflows
of resources, liabilities, and deferred inflows of resources). The Statement of Revenue, Expenses and
Changes in Net Position presents a summary of how TMACOG’s net position changed during the year.
Revenue is reported when earned and expenses are reported when incurred. The Statement of Cash Flows
provides information about TMACOG’s cash receipts and disbursements during the year. It summarizes net
changes in cash resulting from operating, investing and financing activities. The notes to the financial
statements provide additional information that is essential to a full understanding of the financial statements.
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FINANCIAL ANALYSIS OF TMACOG

The following tables provide a summary of TMACOG?’s financial positions and operations for 2018 and

2017, respectively:

Condensed Statement of Net Position
June 30,

Assets

Current Assets

Noncurrent Assets
Total Assets

Deferred Outflows of Resources
Pension
OPEB

Total Deferred Outflows of Resources

Liabilities

Current Liabilities

Net Pension Liability

Net OPEB Liability

Noncurrent Liabilities
Total Liabilities

Deferred Inflows of Resources
Pension
OPEB

Total Deferred Inflows of Resources

Net Position
Net Investment in Capital Assets
Unrestricted

Total Net Position

2018

$1,932,164
64,941
1,997,105

213,950
71,682
285,632

1,088,295
1,198,568
974,076
120,279
3,381,218

339,229
72,562
411,791

64,941

(1,575,213)
($1,510,272)

Restated Change
2017 Amount
$1,867,496 $64,668

665,704 (600,763)
2,533,200 (536,095)
651,196 (437,246)
6,587 65,095
657,783 (372,151)
1,111,942 (23,647)
1,845,049 (646,481)
906,000 68,076
732,669 (612,390)
4,595,660 (1,214,442)
66,291 272,938

0 72,562

66,291 345,500
42,175 22,766
(1,513,143) (62,070)
($1,470,968)  ($39,304)

%

3.46%
(90.24%)
(21.16%)

(67.15%)
988.23%
(56.58%)

(2.13%)
(35.04%)
7.51%
(83.58%)
(26.43%)

411.73%
100.00%
521.19%

53.98%
4.10%
2.67%

During 2018, net position related to operations, including the net pension liability and the OPEB liability,
decreased by $39,304. The increase was due primarily to the following:

e Cash and cash equivalents decreased $22,216.

e Total receivables increased by $75,380. Federal and state receivables increased by $185,683 while
local receivables decreased by $110,303. Receivables due from the Ohio Auditor of State for federal
and state funded transportation programs and water quality programs were $159,940 higher at year
end. Federal receivable from SEMCOG for the transportation program was $17,892 lower at year
end. The local receivables decrease of $110,303 is mostly attributable to outstanding dues invoices
on 6/30/17 of $136,626 versus an outstanding balance on 6/30/18 of $26,162.
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e Noncurrent Assets decreased by $600,763 mostly due to reduction in the long-term balance due of
$623,529 on Note Receivable from City of Toledo for SIB loan. An increase in the value of
depreciable assets totaling $22,766 accounts for the balance of the change.

e Total liabilities decrease by $1,214,442,

e  Current liabilities decreased by $23,647. A decrease in general accounts payable of $19,664, accrued
compensation payable of $2,364, and compensated absences payable of $50,455 was offset by an
increase in deferred dues of $29,543 and due from others of $1,000. The current portion of the
balance due on the note receivable from City of Toledo for their SIB loan increased by $18,293.

e  Other liabilities decreased by $1,190,795 due to reduction in the long-term balance due on Note
Receivable from City of Toledo for SIB loan of $623,529, a decrease in the Net Pension Liability
balance of $646,481, an increase in the Net OPEB Liability balance of $974,076 and an increase in
the Noncurrent Liability for Compensated Absences balance of $11,139.

Net Pension Liability

During 2015, TMACOG adopted GASB Statement 68, “Accounting and Financial Reporting for Pensions—
an Amendment of GASB Statement 27,” which significantly revises accounting for pension costs and
liabilities. For reasons discussed below, many end users of this financial statement will gain clearer
understanding of TMACOG’s actual condition by adding deferred inflows, net pension liability, and
subtracting deferred outflows related to Governmental Accounting Standards Board standards, which are
national and apply to all government financial reports prepared in accordance with generally accepted
accounting principles. When accounting for pension costs, GASB 27 focused on a funding approach. This
approach limited pension costs to contributions annually required by law, which may or may not be sufficient
to fully fund each plan’s net pension liability. GASB 68 takes an earnings approach to pension accounting;
however, the nature of Ohio’s statewide pension systems and state law governing those systems requires
additional explanation to properly understand the information presented in these statements.

Under the new standards required by GASB 68, the net pension liability equals TMACOG’s proportionate
share of each plan’s collective:

1. Present value of estimated future pension benefits attributable to active and inactive employees’ past
service
2. Minus plan assets available to pay these benefits

GASB notes that pension obligations, whether funded or unfunded, are part of the “employment exchange”
— that is, the employee is trading his or her labor in exchange for wages, benefits, and the promise of a future
pension. GASB noted that the unfunded portion of this pension promise is a present obligation of TMACOG,
part of a bargained-for benefit to the employee, and should accordingly be reported by TMACOG as a
liability since they received the benefit of the exchange. However, TMACOG is not responsible for certain
key factors affecting the balance of this liability. In Ohio, the employee shares the obligation of funding
pension benefits with the employer. Both employer and employee contribution rates are capped by State
statute. A change in these caps requires action of both Houses of the General Assembly and approval of the
Governor. Benefit provisions are also determined by State statute. The employee enters the employment
exchange with the knowledge that the employer’s promise is limited not by contract but by law. The
employer enters the exchange also knowing that there is a specific, legal limit to its contribution to the pension
system. In Ohio, there is no legal means to enforce the unfunded liability of the pension system as against
the public employer. State law operates to mitigate/lessen the moral obligation of the public employer to the
employee, because all parties enter the employment exchange with notice as to the law. The pension system

6
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is responsible for the administration of the plan.

Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick
and vacation leave), are satisfied through paid time-off or termination payments. There is no repayment
schedule for the net pension liability. As explained above, changes in pension benefits, contribution rates,
and return on investments affect the balance of the net pension liability, but are outside the control of
TMACOG. If contributions, investment returns, and other changes are insufficient to keep up with required
pension payments, State statute does not assign/identify the responsible party for the unfunded portion. Due
to the unique nature of how the net pension liability is satisfied, this liability is separately identified within
the long-term liability section of the statement of net position.

In accordance with GASB 68, TMACOG'’s statements prepared on an accrual basis of accounting include an
annual pension expense for their proportionate share of each plan’s change in net pension liability not
accounted for as deferred inflows/outflows.

Because of implementing GASB 68, TMACOG is reporting a net pension liability and deferred
inflows/outflows of resources related to pension on the accrual basis of accounting.

In accordance with GASB 75, TMACOG’s statements prepared on an accrual basis of accounting include an
annual other post-employment benefit (OPEB) expense for their proportionate share of each plan’s change
in net pension liability not accounted for as deferred inflows/outflows.

Because of implementing GASB 75, TMACOG is reporting a net OPEB liability and deferred
inflows/outflows of resources related to OPEB on the accrual basis of accounting.

Changes in Net Position — The following table shows the changes in revenues and expenses for TMACOG
for 2018 and 2017:

Condensed Statement of Revenue, Expenses and Changes in Net Position
June 30, Change
2018 2017 Amount %

Operating Revenue:

Local Dues & Assessments $781,946 $730,070 $51,876 7.11%
Other Local Support 236,993 135,475 101,518 74.93%
Total Operating Revenue 1,018,939 865,545 153,394 17.72%
Operating Expenses:
Total Personnel Costs 1,779,724 1,929,137 (149,413) (7.75%)
Consultant/Contractual/Pass-through 293,841 238,006 55,835 23.46%
All Other Operating Expenses 584,801 665,100 (80,299) (12.07%)
Total Operating Expenses 2,658,366 2,832,243 (173,877) (6.14%)
Operating Loss (1,639,427)  (1,966,698) 327,271 (16.64%)
Non-Operating Revenue:
Federal 1,381,790 1,630,039 (248,249) (15.23%)
State 216,768 211,535 5,233 2.47%
Investment Related 1,565 1,062 503 47.36%
Total Non-Operating Revenue 1,600,123 1,842,636 (242,513) (13.16%)




TOLEDO METROPOLITAN AREA COUNCIL OF GOVERNMENTS
LUCAS COUNTY

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2018

Change in Net Position (39,304) (124,062) 84,758 (68.32%)
Net Position at July 1 (1,470,968) (447,493)  (1,023,475) 228.71%
Restatement for OPEB 0 (899,413) 899,413 100.00%
Net Position at June 30 ($1,510,272) ($1,470,968) ($39,304) 2.67%

Some significant factors impacting the Statement of Revenue, Expenses and Changes in Net Position
include the following:

Operating Revenue increased by $153,394 due to:

e Recognition of in-kind revenue of $157,540.

e Clear Choice Coalition Dues decreased by $15,470 after first year contributions were made in
2017.

¢ Revenue from event sponsorships and registrations decreased by $30,708 due primarily to the
elimination of the Ohio Conference on Freight.

e Membership dues increased by $47,459.

e Revenue for Stormwater and transportation assessments increased by $4,418.

o  Other local revenue decreased by $9,845.

Personnel costs decreased by $56,331 and fringe benefit costs decreased by $93,081 due to staffing
changes during the year. The fringe benefit figure includes a $139,246 applicable to allocated
pension and OPEB expense per GASB 68 & 75 requirements. The actual cost of benefits provided
to TMACOG staff decreased from $422,590 to $399,892.

Consultant and contractual costs decreased by $125,777 as programs utilizing outside contractors
were completed during the year.

The water quality program offering incentives to farmers to implement best management practices
resulted payments increasing by $18,852 in 2018. Additionally, $157,540 of in-kind expenses were
recorded for this project.

Other operating expenses decreased by $75,080. The most significant factors include:

e An$11,824 increase in advertising and promotion costs primarily associated with the statewide
rideshare program Gohio and with the air quality education program.

e Computer/data processing costs of decreased by $19,795. A 2017 expense of $26,290 for
licensing of the Clear Choice Clean Water online stormwater educational program offset an
$11,000 increase in software cost.

e Meeting costs decreased by $79,636 as we recognized the final benefit of divesting
responsibility for the freight conference to the state association

Federal Revenue decreased by $248,249 due primarily to:
e Total transportation funding from the United States Department of Transportation (USDOT)
passed through ODOT decreased by $155,150.
e Transportation funding for planning work decreased by $133,919.
e Funding for the STP and CMAQ funded projects increased in total by $11,881.
e  Special funding from FHWA/ODOT to support three programs ended in 2017 resulting in
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a revenue decrease of $14,328.
e Funding from the JARC program through TARTA increased by $1,135.
e  Planning funds from FHWA/MDOT passed through SEMCOG decreased by $19,919.
¢ Funding from USEPA for a variety of projects in support of the water quality planning program
decreased by $80,160.
e Funding from the United States Department of Commerce a water quality planning program
decreased by $12,939.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets
At the end of 2018, TMACOG had $64,941 net of accumulated depreciation invested in furniture, fixtures,

equipment and automobiles. This amount represents a net increase of $22,766 or 53.98% as compared to
2017. The following table shows fiscal year 2018 and 2017 historical cost balances:

Capital Assets at June 30, 2018 2017 Change
Equipment $63,132 $49,406 $13,726
Computers 50,209 58,970 (8,761)
Furniture 172,516 172,516 0
Vehicles 12,690 12,690 0

Total Capital Assets $298,547 $293,582 4,965
Less: Accumulated Depreciation 233,606 251,407 (17,801)
Net Balance $64,941 $42,175 $22,766

See Note 4 of the financial statements for further information.
Debt

TMACOG is party to separate agreements with the City of Toledo and the Ohio Department of Transportation
relating to a $4.505 million loan from the State of Ohio State Infrastructure Bank Loan providing additional
funding for the renovation and preservation of the Martin Luther King Jr. Memorial Bridge. The total
principal amount due under this agreement also includes amounts paid for fees and unpaid interest. The loan
is secured with future TMACOG administered Surface Transportation Program (STP) funds. TMACOG is
to repay eighty percent (80%) of the principal amount due on the loan from future City of Toledo
Transportation Improvement Program (TIP) allocations. The City of Toledo is to pay the remaining twenty
percent (20%) of the principal payment plus the loan interest at 3% on the entire loan balance as the payments
become due.

Operating Lease Commitments
At June 30, 2018, a lease for TMACOG’s office space, and two copy machines represented future obligations

totaling $598,247. These operating leases expire at various dates between 2017 and 2022. See Notes 7 and
8 of the financial statements for further information of the TMACOG debt.
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ECONOMIC FACTORS

TMACOG relies on federal, state, and local grants and contracts, along with member dues, to fund its various
programs. At present these revenue sources appear to be secure for the foreseeable future. TMACOG
experienced positive financial results for the second consecutive year.

The transportation funds received by TMACOG are allocated by the state of Ohio. The funding level rose in
2018 for the third consecutive year. The federal transportation funding law, known as FAST Act, indicates
MPOs will continue to see funding growth throughout its 5-year life.

The federal and state funds received in support of the water quality program remain unchanged from previous
years and indications are that they will remain near current levels. TMACOG continues to pursue additional
competitive grants whenever possible. Partnering with members on regional projects has proven to be the
most effective method to successful grant applications and TMACOG will continue to look for these
opportunities

Membership retention was very strong in 2018 as only four members chose not to renew while four new
entities were welcomed in to TMACOG membership. Management continues to believe that long-term stable
membership demonstrates that TMACOG members find value in their investment.

TMACOG remains committed to its role as the governmental partner of choice to coordinate regional assets,
opportunities and challenges in northwest Ohio and southeast Michigan.

REQUESTS FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, creditors and members with a general
overview of TMACOG’s finances and to show TMACOG’s accountability for the money it receives. If you
have questions about this report or need additional financial information, contact William E. Best, Vice
President of Finance & Administration for the Toledo Metropolitan Area Council of Governments, 300
Martin Luther King Jr. Dr., Suite 300, Toledo, Ohio 43604.
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ASSETS
Current Assets
Cash and Cash Equivalents
Receivables:
Federal
State
Local

Current Portion Long Term Note Receivable from City of Toledo

Prepaid Insurance
Prepaid Other

Total Current Assets

Noncurrent Assets

Depreciable Capital Assets, Net of Accumulated Depreciation

Total Noncurrent Assets
TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES
Deferred Outflows of Resources related to Pension Activity
Deferred Outflows of Resources related to OPEB Activity

TOTAL DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES
Current Liabilities

Accounts Payable
Accrued Compensation Payable
Matured Compensated Absences Payable
Due to Others
Membership Dues and Transportation Assessments
Current Portion Long Term Note Payable to State of Ohio

Total Current Liabilities

Noncurrent Liabilities
Net Pension Liability (See Note 9)
Net OPEB Liability (See Note 10)
Compensated Absences Payable net of current portion

Total Noncurrent Liabilities
TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
Deferred Inflows of Resources related to Pension Activity
Deferred Inflows of Resources related to OPEB Activity

TOTAL DEFERRED INFLOWS OF RESOURCES

NET POSITION
Net Investment in Capital Assets
Unrestricted

TOTAL NET POSITION

$

768,028
419,635
51,515
41,322
623,529
19,748
8,387

1,932,164

64,941
64,941
1,997,105
213,950
71,682

285,632

52,867
49,813
353
1,000
360,733
623,529

1,088,295
1,198,568
974,076
120,279
2,292,923
3,381,218
339,229
72,562

411,791

64,941
(1,575,213)

(1,510,272)

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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TOLEDO METROPOLITAN AREA COUNCIL OF GOVERNMENTS
LUCAS COUNTY

STATEMENT OF REVENUE, EXPENSES AND

CHANGES IN NET POSITION - ENTERPRISE FUND
YEAR ENDED JUNE 30, 2018

Operating Revenue:

Membership Fees $ 498,848
Transportation Assessments 193,419
Contributed Inkind Service 157,540
Stormwater Assessments 89,679
Event Registrations/Sponsorships 43,857
Other Local Revenue 35,596
Total Operating Revenue 1,018,939
Operating Expenses:
Personnel Services 1,240,586
Fringe Benefits 539,138
Contributed Inkind Service 157,540
Building Rent 146,400
Advertising & Promotion 105,885
Contractual Services 79,799
Computer 69,937
Printing & Graphics 59,180
Pass-through farmer subsidies 56,502
Equipment 52,269
Meetings 25,786
Auto & Travel 24,358
Postage & Supplies 19,195
Depreciation 17,548
Association Dues 16,184
Professional Services 14,134
Insurance 12,563
Recruitment & Public Notice 6,764
Training & Seminars 4,676
Other 3,869
Publications & Subscriptions 3,578
Telephone 2,475
Total Operating Expenses 2,658,366
Operating Loss (1,639,427)
Non-Operating Revenue:
Federal 1,381,790
State 216,768
Investment Income 1,565
Total Non-Operating Revenue 1,600,123
Change in Net Position (39,304)
Net Position at July 1 (restated; see Note #15) (1,470,968)
Net Position at June 30 $ (1,510,272)

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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TOLEDO METROPOLITAN AREA COUNCIL OF GOVERNMENTS

LUCAS COUNTY

STATEMENT OF CASH FLOWS - ENTERPRISE FUND
YEAR ENDED JUNE 30, 2018

Cash Flows from Operating Activities:
Cash Received from Customers
Cash Paid to Suppliers
Cash Paid to Employees

Net Cash Used by Operating Activities

Cash Flows from Noncapital Financing Activities:
Cash Received from Federal/State Grants
Net Cash Received from Noncapital Financing Activities

Cash Flows from Capital and Related Financing Activities:
Purchase of Capital Assets
Net Cash Used by Capital and Related Financing Activities

Cash Flows from Investing Activities:
Investment Income
Net Cash Received from Investing Activities

Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents, July 1

Cash and Cash Equivalents, June 30

Reconciliation of Operating Loss
to Net Cash Used by Operating Activities:
Operating Loss
Adjustments to Reconcile Operating Loss
to Net Cash Used in Operating Activities
Depreciation Expense
(Increase) Decrease in Assets:
Accounts Receivable
Prepaid Insurance
Prepaid Other
Deferred Outflows
Increase (Decrease) in Liabilities:
Accounts Payable
Membership Dues
Compensated Absences Payable
Net Pension Liability
Net OPEB Liability
Deferred Inflows
Accrued Compensation Payable
Due to Others

Total Adjustments
Net Cash Used by Operating Activities

Schedule of Non-Cash Capital and related
Financing Activities

Payment made on TMACOG's behalf for SIB loan principal

$ 1,136,031
(1,234,017)

(1,298,356)
(1,396,342)

1,412,875
1,412,875

40,314
(40,314)

1,565
1,565

(22,216)

790,244

$___ 768028

$ (1,639,427)

17,548

110,303

(290)
7,080
372,151

(19,664)
29,543
(39,317)
(646,481)
68,076
345,500
(2,364)
1,000

243,086

$ (1,396,342)

$ 605,236

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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TOLEDO METROPOLITAN AREA COUNCIL OF GOVERNMENTS
LUCAS COUNTY

STATEMENT OF NET POSITION - FIDUCIARY FUND
JUNE 30, 2018

Agency Fund
ASSETS
Cash and Cash Equivalents $ 3,371
TOTAL ASSETS 3,371
LIABILITIES
Due to Others 3,371
TOTAL LIABILITIES $ 3,371

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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TOLEDO METROPOLITAN AREA COUNCIL OF GOVERNMENTS

LUCAS COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2018

DESCRIPTION OF THE ENTITY AND BASIS OF PRESENTATION

Description of the Entity

Pursuant to the provisions of Chapter 167, Ohio Revised Code, the Toledo Metropolitan
Area Council of Governments (TMACOG) is a voluntary association of local governments
in Lucas, Wood, Ottawa, Fulton, and Sandusky counties in Ohio and Monroe County in
Michigan. Local governments representing counties, cities, villages, townships, school
districts, and authorities hold membership in TMACOG. The representatives of each unit
of government meet once a year as the General Assembly to set general guidelines, approve
overall reports, and guide the financial scope of the organization. The Board of Trustees,
composed of 45 members elected from the General Assembly, meets quarterly to approve
programs, review federal grant applications, develop better intergovernmental
arrangements, approve studies, and set policy on new approaches to area wide problems.
The Council receives its operating funds from a combination of federal, state, and local
sources. Federal, state, and investment income is recorded as non-operating revenue. Local
governments pay dues (membership fees) that are used by TMACOG to meet local
matching requirements for a number of federal and state programs. The by-laws of the
Council stipulate that the budget year would be July 1 through June 30. The budget is
adopted by the Board of Trustees annually on or before the first day of the fiscal year. Upon
adoption of the budget, the Board of Trustees fixes the membership fees and assessments
for all members in amounts sufficient to provide the funds required by the budget. This
policy provides the required assurance to grantor agencies as to the availability of local
matching funds and local funding for program costs that are non-reimbursable under
grantor directives and regulations.

Basis of Presentation
The accounts of TMACOG are organized on the basis of funds, each of which is considered
a separate accounting entity. The operations of each fund are accounted for with a set of

self-balancing accounts that comprise its assets, deferred outflows of resources, liabilities,
deferred inflows of resources, net position, revenues and expenses as appropriate.
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TOLEDO METROPOLITAN AREA COUNCIL OF GOVERNMENTS

LUCAS COUNTY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2018
(CONTINUED)

DESCRIPTION OF THE ENTITY AND BASIS OF PRESENTATION — (Continued)

Fund Accounting

TMACOG maintains its accounting records in accordance with the principles of "fund”
accounting. Fund accounting is a concept developed to meet the needs of governmental
entities in which legal or other restraints require the recording of specific receipts and
disbursements. The transactions of each fund are reflected in a self-balancing group of
accounts, an accounting entity that stands separate from the activities reported in other
funds. The restrictions associated with each type of funds are as follows:

Proprietary Funds

Enterprise Funds - Enterprise Funds account for operations (a) that are financed and
operated in a manner similar to private business enterprises - where the intent of the
governing body is that the costs (expenses, including depreciation) of providing goods or
services to the general public on a continuing basis be financed or recovered primarily
through user charges; or (b) where the governing body has decided that periodic
determination of revenues earned, incurred, and/or net income is appropriate for capital
maintenance, public policy, management control, accountability, or other purposes. All
activity of TMACOG, with the exception of the Agency Fund, is recorded in the Enterprise
Fund.

Fiduciary Funds

Agency Funds - Fiduciary fund reporting focuses on net position and changes in net
position. TMACOG’s only Fiduciary Fund is an Agency Fund that is custodial in nature
(assets equal liabilities) and does not involve the measurement of results of operations.
TMACOG’s Agency Fund is comprised of the Wabash Cannonball Coordinating
Committee funds.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of Toledo Metropolitan Area Council of
Governments are prepared in conformity with generally accepted accounting
principles (GAAP) for local government units as prescribed in statements and
interpretations issued by the GASB and other recognized authoritative sources.

The Governmental Accounting Standards Board (GASB) is the accepted standard
setting body for establishing governmental accounting and financial reporting
principles.

Reporting Entity

The nucleus of the financial reporting entity as defined by the Governmental
Accounting Standards Board (GASB) Statement No. 61 is the “primary
government.” A fundamental characteristic of a primary government is that it is a
fiscally independent entity. In evaluating how to define the financial reporting
entity, management has considered all potential component units. A component
unit is a legally separate entity for which the primary government is financially
accountable. The criterion of financial accountability is the ability of the primary
government to impose its will upon the potential component unit. This criterion
was considered in determining the reporting entity. There were no component units
of TMACOG for the year ended June 30, 2018.

Basis of Accounting

Proprietary Fund and Agency Fund transactions are recorded on the accrual basis
of accounting; revenues are recognized when earned and measurable and expenses
are recognized as incurred.

Measurement Focus

Proprietary Funds are accounted for on a flow of economic resources measurement
focus. All assets, deferred outflows, liabilities, and deferred inflows associated
with the operation of these funds are included on the statement of net position. The
statement of changes in net position presents increases (revenues) and decreases
(expenses) in net position. The statement of cash flows provides information about
how TMACOG finances and meets the cash flow needs of its enterprise activity.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (Continued)

Deferred Inflows/Outflows of Resources

In addition to assets, the statement of net position reports a separate section for
deferred outflows of resources. Deferred outflows of resources represent a
consumption of net position that applies to a future period and will not be
recognized as an outflow of resources (expenses) until then. The deferred outflows
of resources related to pension and OPEB are explained in Note 9 and Note 10.

In addition to liabilities, the statement of net position reports a separate section for
deferred inflows of resources. Deferred inflows of resources represent an
acquisition of net position that applies to a future period and will not be recognized
as an inflow of resources (expense) until that time. Deferred inflows of resources
related to pension and OPEB are reported on the statement of net position (See Note
9 and Note 10).

Use of Estimates

The preparation of financial statements in accordance with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets, deferred outflows, liabilities, and deferred
inflows 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 Investments

TMACOG’s investment in the State Treasury Asset Reserve of Ohio (STAR Ohio)
is an investment pool managed by the State Treasurer’s Office which allows
governments within the State to pool their funds for investment purposes. STAR
Ohio is not registered with the SEC as an investment company and is recognized
as an external investment pool by TMACOG. TMACOG measures their
investment in STAR Ohio at the net asset value (NAV) per share provided by STAR
Ohio. The NAV per share is calculated on an amortized cost basis that provides a
NAYV per share that approximates fair value.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (Continued)

For the fiscal year 2018, there were no limitation or restrictions on any participant
withdrawals due to redemption notice periods, liquidity fees, or redemption gates.
However, notice must be given 24 hours in advance of all deposits and withdrawals
exceeding $25 million. STAR Ohio reserves the right to limit the transaction to
$100 million, requiring the excess amount to be transacted the following business
day(s), but only to the $100 million limit. All accounts of the participant will be
combined for these purposes.

Capital Assets and Depreciation

Capital assets purchased with grant funds are charged directly to the project as
reimbursable expenditures. Capital assets not purchased with grants are capitalized
and recorded at cost and depreciated using the straight-line method over a period
of between 5 and 15 years.

Compensated Absences

The Council reports compensated absences in accordance with the provisions of
GASB No. 16, “Accounting for Compensated Absences.” Vacation benefits are
accrued as a liability as the benefits are earned if the employees’ rights to receive
compensation are attributable to services already rendered and it is probable that
the Council will compensate the employees for the benefits through paid time off
or other means, such as a cash payment at termination or retirement. Sick leave
benefits are accrued as a liability using the vesting method. The liability is based
on the sick leave accumulated at the balance sheet date by those employees who
are currently eligible to receive termination benefits and by those employees who
are expected to become eligible in the future.

Grants

Grant support is recognized at the time reimbursable expenses are made by
TMACOG. Itis TMACOG’s policy to record all federal and state grant revenue as
non-operating revenue and all local grant revenue as operating revenue. Federal,
state, and local grant receivables represent the excess of support recognized over
cash received from the grantor at the statement of net position date.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (Continued)

Membership Dues

TMACOG invoices members a general membership fee in accordance with the
budget approved by the Board of Trustees to meet the local matching requirements
of the budget. Amounts not collected are written off and the non-paying entity is
dropped from TMACOG membership rolls.

Transportation Assessments

TMACOG assesses transportation planning members in accordance with the
budget approved by the Board of Trustees to meet the local matching requirements
of the transportation budget. Amounts not collected are re-billed in the subsequent
year or can be billed to other transportation planning members on a pro-rata basis.

If billed to other members and subsequently collected from the owing member,
each transportation planning member is credited on a pro-rata basis.

Prepaid Assets

Prepaid assets account for payments made in the current year for expenses that will
occur in a subsequent year.

Revenue and Expenses

Operating revenues consist of income earned to provide services to TMACOG
members, operating grants and other income. Operating expenses include the cost
of providing services, including administrative expenses and depreciation on
capital assets.

Non-operating revenues are government-mandated nonexchange transactions,
which occur when a government at one level provides resources to a government
at another level and requires the recipient to use the resources for a specific purpose
(for example, federal programs that state or local governments are mandated to
perform).

Tax Status

TMACOG is qualified by the Internal Revenue Service under Section 501(c)(3)
and thus exempted from the payment of income taxes.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (Continued)

Pensions

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

Contributed In-Kind Service

TMACOG has entered into a contract with USEPA to provide monetary assistance
to local farmers and landowners who are implementing Best Management Practices
(BMPs). As part of this contract, the farmers and landowners are providing in-kind
service with their costs for implementing the BMPs beyond the monetary assistance
provided by the grant. This in-kind service is shown on the Statement of Revenue,
Expenses, and Changes in Net Position as both a revenue and an expense of equal
value.

DEPOSITS AND INVESTMENTS

Deposits with Financial Institutions

TMACOG has no deposit policy for custodial credit risk beyond the requirements
of State statute.

At June 30, 2018, the carrying amount of all TMACOG deposits was $761,580.
Based on the criteria described in GASB Statement No. 40, “Deposits and
Investment Risk Disclosures”, as of June 30, 2018, $250,000 of TMACOG’s bank
balance of $764,833 was covered by Federal Deposit Insurance Corporation. The
remaining $514,833 was deposited under an Insured Cash Sweep program to other
financial institutions so that the balance in any one financial institution did not
exceed the standard maximum deposit insurance amount of $250,000.
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DEPOSITS AND INVESTMENTS — (Continued)
Investments
As of June 30, 2018, TMACOG had the following investments:

Investment Type Amount

STAR Ohio 9,819

TMACOG categorizes its fair value measurements within the fair value hierarchy
established by generally accepted accounting principles. The hierarchy is based on
the valuation inputs used to measure the fair value of the asset. Level 1 inputs are
quoted prices in active markets for identical assets. Level 2 inputs are significant
other observable inputs; Level 3 inputs are significant unobservable inputs. The
above chart identifies the TMACOG’s recurring fair value measurements as of June
30, 2018. All of the TMACOG’s investments measured at fair value are valued
using quoted market prices (Level 1 inputs).

Interest Rate Risk: As a means of limiting its exposure to fair value losses arising
from rising interest rates, TMACOG’s investment policy limits investments to
STAR Ohio; however, alternate investments with higher interest rates may be
utilized as approved by TMACOG’s Finance and Audit Committee.

Credit Risk: STAR Ohio must maintain the highest letter or municipal rating
provided by at least one recognized standard service. Standard & Poor’s has
assigned STAR Ohio an AAAm money market rating.

Concentration of Credit Risk: TMACOG’s investment policy places no limit on
the amount that may be invested in any one issuer. The following table includes
the percentage of each investment type held by TMACOG at June 30, 2018.

Investment Type Fair Value % of Total

STAR Ohio 9,819 100.00%
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DEPOSITS AND INVESTMENTS — (Continued)

Reconciliation of Cash and Investments to the Statement of Net Position

The following is a reconciliation of cash and investments as reported above to cash
and investments as reported on the Statement of Net Position as of June 30, 2018:

Cash and Investments per Sections A and B above

Carrying amount of deposits $ 761,580
Investments 9,819
Total $_ 771,399
Cash and Investments per Statements of Net Position
Proprietary Fund $ 768,028
Agency fund 3,371
Total $_ 771,399
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4.

CAPITAL ASSETS

Capital Assets consist of the following:

Cost

Class
Computer equipment and
software

Furniture and fixtures
Machinery and equipment
Vehicles

Total

Accumulated Depreciation

Class

Computer equipment and
software

Furniture and fixtures
Machinery and equipment
Vehicles

Total
Net Value

Depreciation Expense
Charged to Operating
Expense

June 30, 2017 Additions
$58,970 $0
172,516 0

49,406 40,314
12,690 0
$293,582 $40,314

June 30, 2017 Additions

($51,148) (%$6,831)
(166,785) (637)
(29,849) (8,267)
(3,625) (1,813)
($251,407) ($17,548)
$42,175 22,766
$17,548

24

Deletions June 30, 2018
(%8,761) $50,209
0 172,516
(26,588) 63,132
0 12,690
($35,349) $298.547
Deletions June 30, 2018
$8,761 ($49,218)

0 (167,422)

26,588 (11,528)

0 (5,438)

35,349 233,606
$0 $64.,941



LONG TERM NOTE RECEIVABLE

TMACOG has entered into an agreement with the City of Toledo wherein the City
will repay the $4.50 million loan received from the State of Ohio State
Infrastructure Bank Loan as discussed in Footnote #6. Eighty percent (80%) of the
principal payment due will be deducted from future City of Toledo Transportation
Improvement Program (TIP) allocations administered by TMACOG. Toledo will
pay the remaining twenty percent (20%) of the principal plus interest directly to
ODOQOT as invoiced.

LOAN AGREEMENTS

TMACOG is party to separate agreements with the City of Toledo and the Ohio
Department of Transportation relating to a $4.505 million loan from the State of
Ohio State Infrastructure Bank providing additional funding for renovation and
preservation of the Martin Luther King Jr. Memorial Bridge. The total principal
amount due under this agreement also includes amounts paid for fees and unpaid
interest. The loan is secured with future TMACOG administered Surface
Transportation Program (STP) funds. The funds were to be made available to the
City of Toledo on a reimbursement basis as needed upon request and submittal of
properly executed documentation. TMACOG is to repay eighty percent (80%) of
the principal payment due on the loan from future City of Toledo Transportation
Improvement Program (TIP) allocations. The City of Toledo is to pay the
remaining twenty percent (20%) of the principal payment plus the loan interest at
3% on the entire loan balance as the payments become due. The first payment was
not due until thirty (30) months after the first draw from the loan. In fiscal year
2009, the full amount of the loan was borrowed and transferred to the City of Toledo
under the terms of the agreements. At June 30, 2018, scheduled principal and
interest loan payments are as follows:

TMACOG Toledo Total
Year Ending
June 30 Principal Principal Interest Principal Interest
2019 $498,823 $124,706 $25,098 $623,529 $25,098
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CHANGES IN LONG TERM LIABILITIES

Long-term liability activity for the year ended June 30, 2018 was as follows:

Restated
Amount Amount
Outstanding Outstanding Due Within
June 30, 2017 Additions (Reductions) June 30, 2018 One Year

Governmental Activities
Net Pension Liabilities $1,845,049 $0 ($646,481) $1,198,568 $0
Net OPEB Liability 906,000 68,076 0 974,076 0
Loan Agreement 1,228,765 0 (605,236) 623,529 623,529
Compensated Absences 149,943 115,013 (144,677) 120,279 9
Total Government $4,129,757 $183,089 ($1,396,394) $2,916,452 $623,529

LEASES

Based on the inclusion of a fiscal funding clause in each lease agreement,
TMACOG does not record otherwise non-cancelable leases as capital assets. The
fiscal funding clause generally provides that the lease is cancelable if the funding
authority does not appropriate the funds necessary for the entity to fulfill its
obligation under the lease agreements.

TMACOG currently leases the building it occupies and two copy machines under
agreements expiring at various dates through 2022. At June 30, 2018, scheduled

lease payments were as follows:

Years Ending
June 30 Amount
2019 $163,499
2020 163,498
2021 149,250
2022 122,000
Total $598,247

Lease expense under these agreements amounted to $146,400 for the building and
$17,099 for the copiers for the year ended June 30, 2018.
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DEFINED BENEFIT PENSION PLAN

NET PENSION LIABILITY: The net pension liability reported on the statement
of net position represents a liability to employees for pensions. 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
obligation to sacrifice resources for pensions is a present obligation because it was
created as a result of employment exchanges that already have occurred.

The net pension liability represents TMACOG’s proportionate share of the pension
plan’s collective actuarial present value of projected benefit payments attributable
to past periods of service, net of the 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 TMACOG’s obligation for this liability to annually
required payments. TMACOG cannot control benefit terms or the manner in which
pensions are financed; however, TMACOG 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.
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DEFINED BENEFIT PENSION PLAN — (Continued)

The proportionate share of the plan’s unfunded benefits is presented as a long-term
net pension liability on the accrual basis of accounting. Any liability for the
contractually-required pension contribution outstanding at the end of the year is
included in intergovernmental payable on the accrual basis of accounting.

Plan Description — Ohio Public Employees Retirement System (OPERS)

TMACOG employees participate in the Ohio Public Employees Retirement System
(OPERS). OPERS administers three separate pension plans. The traditional
pension plan is a cost-sharing, multiple-employer defined benefit pension plan. The
member-directed plan is a defined contribution plan and the combined plan is a
cost-sharing, multiple-employer defined benefit pension plan with defined
contribution features. While members (TMACOG employees) may elect the
member-directed plan and the combined plan, substantially all employee members
are in OPERS’ traditional plan; therefore, the following disclosure focuses on the
traditional pension plan.

OPERS provides retirement, disability, survivor and death benefits, and annual cost
of living adjustments to members of the traditional plan. Authority to establish and
amend benefits is provided by Chapter 145 of the Ohio Revised Code. OPERS
issues a stand-alone financial report that includes financial statements, required
supplementary information and detailed information about OPERS’ fiduciary net
position that may be obtained by visiting
https://www.opers.org/financial/reports.shtml, by writing to the Ohio Public
Employees Retirement System, 277 East Town Street, Columbus, Ohio 43215-
4642, or by calling 800-222-7377.

Senate Bill (SB) 343 was enacted into law with an effective date of January 7, 2013.
In the legislation, members were categorized into three groups with varying
provisions of the law applicable to each group. The following table provides age
and service requirements for retirement and the retirement formula applied to final
average salary (FAS) for the three member groups under the traditional plan as per
the reduced benefits adopted by SB 343 (see OPERS CAFR referenced above for
additional information):
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9. DEFINED BENEFIT PENSION PLAN — (Continued)

Group A
Eligible to retire prior to
January 7, 2013 or five years
after January 7, 2013

Group B
20 years of service credit prior to
January 7, 2013 or eligible to retire
ten years after January 7, 2013

Group C
Members not in other Groups
and members hired on or after
January 7, 2013

State and Local

Age and Service Requirements:
Age 60 with 60 months of service credit
or Age 55 with 25 years of service credit

Formula:
2.2% of FAS mulitplied by years of
service for the first 30 years and 2.5%
for service years in excess of 30

State and Local

Age and Service Requirements:
Age 60 with 60 months of service credit
or Age 55 with 25 years of service credit

Formula:
2.2% of FAS mulitplied by years of
service for the first 30 years and 2.5%
for service years in excess of 30

State and Local

Age and Service Requirements:
Age 57 with 25 years of service credit
or Age 62 with 5 years of service credit

Formula:
2.2% of FAS mulitplied by years of
service for the first 35 years and 2.5%
for service years in excess of 35

Final average Salary (FAS) represents the average of the three highest years of
earnings over a member’s career for Groups A and B. Group C is based on the
average of the five highest years of earnings over a member’s career.

Members who retire before meeting the age and years of service credit requirement
for unreduced benefits receive a percentage reduction in the benefit amount.

When a benefit recipient has received benefits for 12 months, an annual cost of
living adjustment (COLA) is provided. This COLA is calculated on the base
retirement benefit at the date of retirement and is not compounded. For those
retiring prior to January 7, 2013, the COLA will continue to be a 3 percent simple
annual COLA. For those retiring subsequent to January 7, 2013, beginning in
calendar year 2019, the COLA will be based on the average percentage increase in
the Consumer Price Index, capped at 3 percent.
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DEFINED BENEFIT PENSION PLAN — (Continued)

Funding Policy

The Ohio Revised Code (ORC) provides statutory authority for member and

employer contributions as follows:

State
and Local
2018 Statutory Maximum Contribution Rates
Employer 14.0 %
Employee 10.0 %
2018 Actual Contribution Rates
Employer (July 1, 2017 - December 31, 2017):
Pension 13.0 %
Post-employment Health Care Benefits 1.0
Employer (January 1, 2018 - June 30, 2018):

Pension 14.0 %
Post-employment Health Care Benefits 0.0
Total Employer 14.0 %
Employee 10.0 %

Employer contribution rates are actuarially determined and are expressed as a
percentage of covered payroll. TMACOG’s contractually required contribution
was $165,843 for the year ending June 30, 2018. Of this amount, $18,934 is reported

as an accrued compensation payable.
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DEFINED BENEFIT PENSION PLAN — (Continued)

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions

The net pension liability for OPERS was measured as of December 31, 2017, and
the total pension liability used to calculate the net pension liability was determined
by an actuarial valuation as of that date. TMACOG's proportion of the net pension
liability was based on TMACOG’S share of contributions to the pension plan
relative to the contributions of all participating entities. Following is information

related to the proportionate share and pension expense:

Proportionate Share of the Net

Pension Liability
Proportion of the Net Pension

Liability - 2018
Proportion of the Net Pension
Liability - 2017
Change in Proportionate Share
Pension Expense

31

OPERS
2018

$1,198,568

0.007640%

0.008125%

-0.000485%

$257,329
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At June 30, 2018, TMACOG reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following source:

OPERS

Deferred Outflows of Resources
Difference between expected and

actual experience $1,187
Changes in assumptions 126,484
TMACOG contributions subsequent to the

measurement date 86,279
Total Deferred Outflows of Resources $213,950

Deferred Inflows of Resources
Differences between expected and

actual experience 22,127
Net difference between projected and

actual earnings on pension plan investments 267,977
Changes in proportionate and differences 49,125

Total Deferred Inflows of Resources $339,229

$86,279 reported as deferred outflows of resources related to pension resulting from
TMACOG contributions subsequent to the measurement date will be recognized as
a reduction of the net pension liability in the year ending June 30, 2019. Other
amounts reported as deferred outflows of resources and deferred inflows of
resources related to pension will be recognized in pension expense as follows:
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9. DEFINED BENEFIT PENSION PLAN — (Continued)

OPERS
Fiscal Year Ending June 30:
2019 $66,472
2020 (59,107)
2021 (113,188)
2022 (105,735)
Total ($211,558)

Actuarial Methods and Assumptions - OPERS

Actuarial valuations of an ongoing plan involve estimates of the value of reported
amounts and assumptions about the probability of occurrence of events far into the
future. Examples include assumptions about future employment, mortality, and cost
trends. Actuarially determined amounts are subject to continual review or
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. The total pension liability
was determined by an actuarial valuation as of December 31, 2017, using the
following actuarial assumptions applied to all prior periods included in the
measurement in accordance with the requirements of GASB 67. Key methods and
assumptions used in the latest actuarial valuation, reflecting experience study
results, prepared as of December 31, 2017 are presented as follows:

Wage Inflation 3.25 percent

Projected Salary Increases 3.25 percent to 10.75 percent (Includes wage inflation of 3.25%)
Pre 1/7/2013 Retirees: 3 percent Simple

COLA or Ad Hoc COLA Post 1/7/13 Retirees: 3% simple through 2018, then 2.15% simple

Investment Rate of Return 7.50 percent

Actuarial Cost Method Individual Entry Age
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DEFINED BENEFIT PENSION PLAN — (Continued)

Pre-retirement mortality rates are based on the RP-2014 Employees mortality table
for males and females, adjusted for mortality improvement back to the observation
period base year of 2006. The base year for males and females was then established
to be 2015 and 2010, respectively. Post-retirement mortality rates are based on the
RP-2014 Healthy Annuitant mortality table for males and females, adjusted for
mortality improvement back to the observation period base year of 2006. The base
year for males and females was then established to be 2015 and 2010, respectively.
Post-retirement mortality rates for disabled retirees are based on the RP-2014
Disabled mortality table for males and females, adjusted for mortality improvement
back to the observation period base year of 2006. The base year for males and
females was then established to be 2015 and 2010, respectively. Mortality rates for
a particular calendar year are determined by applying the MP-2015 mortality
improvement scale to all of the above described tables.

The most recent experience study was completed for the five year period ended
December 31, 2015.

Discount Rate

The discount rate used to measure the total pension liability was 7.5% for the
Traditional Pension Plan, Combined Plan and Member-Directed Plan. The
projection of cash flows used to determine the discount rate assumed that
contributions from plan members and those of the contributing employers are made
at the contractually required rates, as actuarially determined. Based on those
assumptions, the pension plan’s fiduciary net position was projected to be available
to make all projected future benefit payments of current plan members. Therefore,
the long-term expected rate of return on pension plan investments for the
Traditional Pension Plan, Combined Plan and Member-Directed Plan was applied
to all periods of projected benefit payments to determine the total pension liability.

Sengitivity of TMACOG'’s Proportionate Share of Net Pension Liability to
Changesin Discount Rate

The following table presents the TMACOG’s proportionate share of the net pension
liability calculated using the current period discount rate assumption of 7.5 percent,
as well as what the TMACOG’s proportionate share of the net pension liability
would be if it were calculated using a discount rate that is one-percentage-point
lower (6.5 percent) or one-percentage-point higher (8.5 percent) than the current
rate:
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9. DEFINED BENEFIT PENSION PLAN — (Continued)

Current
1% Decrease Discount Rate 1% Increase
TMACOG's proportionate share

of the net pension liability $2,128,351 $1,198,568 $423,409

The allocation of investment assets with the Defined Benefit portfolio is approved
by the Board of Trustees as outlined in the annual investment plan. Plan assets are
managed on a total return basis with a long-term objective of achieving and
maintaining a fully funded status for the benefits provided through the defined
benefit pension plans. The table below displays the Board-approved asset
allocation policy for 2017 and the long-term expected real rates of return:

Weighted Average

Target Long-Term Expected
Asset Class Allocation Real Rate of Return
Fixed Income 23.00 % 220 %
Domestic Equities 19.00 6.37
Real Estate 10.00 5.26
Private Equity 10.00 8.97
International Equities 20.00 7.88
Other Investments 18.00 5.26
Total 100.00 % 5.66%

The long-term expected rate of return on defined benefit investments was
determined using a building-block method in which best-estimate ranges of
expected future real rates of return are developed for each major asset class. These
ranges are combined to produce the long-term expected real rate of return by
weighting the expected future real rates of return by the target asset allocation
percentage, adjusted for inflation
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During 2017, OPERS managed investments in three investment portfolios: the
Defined Benefit portfolio, the Health Care portfolio, and the Defined Contribution
portfolio. The Defined Benefit portfolio contains the investment assets for the
Traditional Pension Plan, the defined benefit component of the Combined Plan and
the annuitized accounts of the Member-Directed Plan. Within the Defined Benefit
portfolio, contributions into the plans are all recorded at the same time, and benefit
payments all occur on the first of the month. Accordingly, the money-weighted rate
of return is considered to be the same for all plans within the portfolio. The annual
money-weighted rate of return expressing investment performance, net of
investment expenses and adjusted for the changing amounts actually invested, for
the Defined Benefit portfolio was 16.82% for 2017.

DEFINED BENEFIT OPEB PLAN

Plan Description — Ohio Public Employees Retirement System (OPERS)

The Ohio Public Employees Retirement System (OPERS) administers three
separate pension plans: the traditional pension plan, a cost-sharing, multiple-
employer defined benefit pension plan; the member-directed plan, a defined
contribution plan; and the combined plan, a cost-sharing, multiple-employer
defined benefit pension plan that has elements of both a defined benefit and defined
contribution plan.

OPERS maintains a cost-sharing, multiple-employer defined benefit post-
employment health care trust, which funds multiple health care plans including
medical coverage, prescription drug coverage and deposits to a Health
Reimbursement Arrangement to qualifying benefit recipients of both the traditional
pension and the combined plans. This trust is also used to fund health care for
member-directed plan participants, in the form of a Retiree Medical Account
(RMA). At retirement or refund, member directed plan participants may be eligible
for reimbursement of qualified medical expenses from their vested RMA balance.

In order to qualify for postemployment health care coverage, age and service
retirees under the traditional pension and combined plans must have twenty or more
years of qualifying Ohio service credit. Health care coverage for disability benefit
recipients and qualified survivor benefit recipients is available. The health care
coverage provided by OPERS meets the definition of another Post Employment
Benefit (OPEB) as described in GASB Statement 75. See OPERS’ CAFR
referenced below for additional information.
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The Ohio Revised Code permits, but does not require OPERS to provide health care
to its eligible benefit recipients. Authority to establish and amend health care
coverage is provided to the Board in Chapter 145 of the Ohio Revised Code.

Disclosures for the health care plan are presented separately in the OPERS financial
report.  Interested  parties may obtain a copy by  visiting
https://www.opers.org/financial/reports.shtml, by writing to OPERS, 277 East
Town Street, Columbus, Ohio 43215-4642, or by calling (614) 222-5601 or 800-
222-73717.

Funding Policy

The Ohio Revised Code provides the statutory authority requiring public employers
to fund postemployment health care through their contributions to OPERS. A
portion of each employer’s contribution to OPERS is set aside to fund OPERS
health care plans.

Employer contribution rates are expressed as a percentage of the earnable salary of
active members. In fiscal year 2018, state and local employers contributed at a rate
of 14.0 percent of earnable salary. These are the maximum employer contribution
rates permitted by the Ohio Revised Code. Active member contributions do not
fund health care.

Each year, the OPERS Board determines the portion of the employer contribution
rate that will be set aside to fund health care plans. The portion of employer
contributions allocated to health care for members in the Traditional Pension Plan
and Combined Plan was 1.0 percent during calendar year 2017. As recommended
by OPERS’ actuary, the portion of employer contributions allocated to health care
beginning January 1, 2018, decreased to 0 percent for both plans. The OPERS
Board is also authorized to establish rules for the retiree or their surviving
beneficiaries to pay a portion of health care provided. Payment amounts vary
depending on the number of covered dependents and the coverage selected. The
employer contribution as a percentage of covered payroll deposited into the RMA
for participants in the Member-Directed Plan for 2017 was 4.0 percent.

Employer contribution rates are actuarially determined and are expressed as a
percentage of covered payroll. TMACOG’s contractually required contribution was
$6,120 for fiscal year 2018. The full amount has been contributed for fiscal year
2018.
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OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to OPEB

The net OPEB liability and total OPEB liability for OPERS were determined by an
actuarial valuation as of December 31, 2016, rolled forward to the measurement
date of December 31, 2017, by incorporating the expected value of health care cost
accruals, the actual health care payment, and interest accruals during the year.
TMACOG’s proportion of the net OPEB liability was based on TMACOG’s share
of contributions to the retirement plan relative to the contributions of all
participating entities. Following is information related to the proportionate share
and OP