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INDEPENDENT AUDITORS' REPORT

To the Board of Directors of
Appalachian Juvenile Commission
Bristol, Virginia

We have audited the accompanying statement of financial position of Appalachian Juvenile Commission as of June 30,
2012, and the related statements of activities and cash flows for the year then ended. These financial statements are the
responsibility of the Commission's management. Our responsibility is to express an opinion 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 of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
Appalachian Juvenile Commission as of June 30, 2012, and the changes in its net assets and its cash flows for the year
then ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated September 19, 2012, on our
consideration of the Commission’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
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 internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The
schedules of support, revenue and expenses presented on pages 19 — 22 are presented for purposes of additional analysis
and are not a required part of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

Block oy, Qlonsps § Goreciakic, Fsc
CERTIFIED PUBLIC ACCOUNTANTS

September 19, 2012

Members American Institute of Certified Public Accountants
Members Tennessee Society of Centified Public Accountants



APPALACHIAN JUVENILE COMMISSION
STATEMENT OF FINANCIAL POSITION

June 30, 2012

ASSETS
Current Assets
Cash and cash equivalents
Accounts receivable
Prepaid insurance

Total Current Assets
Property and equipment, net

Total Assets

LIABILITIES
Current Liabilities
Accounts payable
Payroll liabilities
Accrued compensated absences and salaries
Current portion - postemployment benefit obligation

Total Current Liabilities

Long-term Liabilities
Postemployment benefit obligation
Total Long-term Liabilities

Total Liabilities

NET ASSETS
Unrestricted

Total Liabilities and Net Assets

$ 2,402,098
16,696
425

2,419,219

2,161,553

3 4580772

$ 33,473
5,391
94,639
44,191

177,694

271,326

271,326

449,020

4,131,752

5 4580772

The accompanying notes are an integral part of these financial statements.
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APPALACHIAN JUVENILE COMMISSION
STATEMENT OF ACTIVITIES
Year Ended June 30, 2012

UNRESTRICTED NET ASSETS
SUPPORT AND REVENUE

Local revenue - juvenile detention $
State revenue - juvenile detention
State - Commonwealth of Virginia block grant
Federal funds
Interest income
Miscellaneous

Total Unrestricted Support and Revenue

EXPENSES
Increase (Decrease) in Net Assets
NET ASSETS AT BEGINNING OF YEAR

NET ASSETS AT END OF YEAR $

The accompanying notes are an integral part of these financial statements.
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2,517,243
355,929
872,098
150,027

13,403

38,369

3,947,069

3,232,150

714,919

3,416,833

4,131,752



APPALACHIAN JUVENILE COMMISSION
STATEMENT OF CASH FLOWS
Year Ended June 30, 2012

CASH FLOWS FROM OPERATING ACTIVITIES
Increase (decrease) in net assets
Adjustments to reconcile increase in net assets
to net cash provided by operating activities:
Depreciation
Gain on sale of equipment
(Increase) decrease in operating assets
Receivables
Prepaid expenses
Increase (decrease) in operating liabilities
Accounts payable
Accrued salaries and compensated absences
Postemployment benefit obligation
Payroll liabilities
Deferred revenue

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Sale of property and equipment
Purchase of property and equipment

Net cash used by investing activities
Net increase (decrease) in cash and cash equivalents
CASH AND CASH EQUIVALENTS, Beginning

CASH AND CASH EQUIVALENTS, Ending

SUPPLEMENTAL INFORMATION:
Interest paid

$ 714919

121,674
(5,533)

(7,064)
(425)

7,039
15,763
21,022
(1,107)

866,288

8,200
(27,658)

(19,458)
846,830
1,555,268

$ 2402098

The accompanying notes are an integral part of these financial statements.
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APPALACHIAN JUVENILE COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTE A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organizational History

The Highlands Juvenile Detention Center Commission was organized as of July 1, 1984, and
exists by virtue of concurrent resolutions of the counties of Washington, Smyth, and the City of
Bristol, all of which are in the Commonwealth of Virginia, which resolutions implement Article
13 of Title 16.1-315 of the Code of Virginia, and as so provided, is a corporate and political public
body with all the powers and duties granted to it under the Code of Virginia.

Effective July 1, 2003, the Commission was expanded to allow the counties of Lee, Dickenson,
Tazewell, Wise, Russell, Buchanan, Scott and the City of Norton to buy into the Commission’s
regionalization over a five year period for approximately $980,000.

Effective July 1, 2005, Highlands Juvenile Detention Center Commission and Southwest Regional
Group Home merged together to enhance the services to the youth of Southwest Virginia. The
combined Commissions operate under the umbrella of one Commission known as the Appalachian
Juvenile Commission. As of July 1, 2011 the Commission will no longer operate the group home.

Basis of Accounting
The accompanying financial statements have been prepared on the accrual method of accounting.
Cash and Cash Equivalents

Cash and cash equivalents includes all monies in banks and highly liquid investments with
maturity dates of three months or less and which are not subject to withdrawal restrictions or
penalties.

Donated Property and Equipment

Donations of property and equipment are recorded as contributions at their estimated fair value at
the date of donation. Such donations are reported as increases in unrestricted net assets unless the
donor has restricted the donated asset to a specific purpose. Assets donated with explicit
restrictions regarding their use and contributions of cash that must be used to acquire property and
equipment are reported as restricted contributions. Absent donor stipulations regarding how long
those donated assets must be maintained, the Organization reports expirations of donor
restrictions when the donated or acquired assets are placed in service as instructed by the donor.
The Organization reclassifies temporarily restricted net assets to unrestricted net assets at that
time.



APPALACHIAN JUVENILE COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTE A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property and Equipment

The counties of the Commission jointly own the building the Commission occupies. It was
constructed in the year 1972-73 and was occupied in July 1973. The land on which the building
resides was donated to the Commission in 1998. The donation was unrestricted. Expenditures
for the acquisition of property and equipment with a cost greater than $1,000 and a useful life of
greater than one year are capitalized at cost. Depreciation is provided over the estimated useful
lives of the building and improvements (40 years) and equipment (3-10 years) on the straight-line
method.

The Commission reviews the carrying value of property and equipment for impairment whenever
events and circumstances indicate that the carrying value of an asset may not be recoverable from
the estimated future cash flows expected to result from the use and eventual disposition. In cases
where undiscounted expected future cash flows are less than the carrying value, an impairment
loss is recognized equal to an amount by which the carrying value exceeds the fair value of assets.
The factors considered by management in performing this assessment include current operating
results, trends and prospects, the manner in which the property is used, and the effects of
obsolescence, demand, competition, and other economic factors. Based on this assessment there
was no impairment at June 30, 2012.

Employee Benefits

The cost of employee benefits and compensated absences are accrued as vested to the employee.
The Commission does not maintain any unfunded retirement plans. The postemployment and
postretirement health benefits are unfunded; thus, no plan assets are set aside for funding.

Financial Statement Presentation

The financial statement presentation follows requirements of the Not-for-Profit Entities Topic of
the Financial Accounting Standards Board Accounting Standards Codification. Under the Not-
for-Profit Topic, the Commission is required to report information regarding its financial position
and activities according to three classes of net assets: unrestricted net assets, temporarily
restricted net assets, and permanently restricted net assets.

Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

Income Taxes

Appalachian Juvenile Commission is a not-for-profit organization that is exempt from federal
income taxes under Internal Revenue Code Section 501 (c) (3) except on net income derived
from unrelated business activities. The Commission did not have any unrelated business
income subject to tax. The Organization believes that it has appropriate support for any tax
positions taken, and as such, does not have any uncertain tax positions that are material to the
financial statements.
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APPALACHIAN JUVENILE COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTE B. PROPERTY AND EQUIPMENT

Property and equipment at June 30, 2012, consisted of the following:

Land $§ 111,714
Building and improvements 3,047,489
Equipment & vehicles 480,669
3,639,872

Less accumulated depreciation 1,478,319

Total Property and Equipment S$ 2,161,553

Depreciation expense for the current period is $121,674.
NOTEC. NATURE OF FUNDING POLICIES

State Funding:

State funding to support locally operated adult and juvenile programs is recorded using block
grants. In accordance with Virginia Code Sections 16.1-322.1, 16.1-322.2, 16.1-309.6, and 16.1-
309.7, the Commission was awarded initial grants, subject to revisions, to supplement the
operation of the local correctional programs. The Commission received $872,098 in Virginia
block grant funds and $355,429 in Juvenile Community Crime Control Act grant funds for the
year ended June 30, 2012. Pursuant to Sections 16.1-322.2 and 16.1-309.7 of the Code, any
unexpended funds at the end of each fiscal year shall be retained by the locality and
subsequently expended for operating expenses of the Commission.

NOTED. CONCENTRATIONS OF RISK

The Commission maintains its operating and capital replacement cash balances at one financial
institution located in Bristol TN/VA. The Federal Deposit Insurance Corporation (FDIC)
insures accounts up to $250,000. The bank collateralizes any amounts greater than $250,000 as
public funds.

NOTEE. SUBSEQUENT EVENT

Subsequent events have been evaluated through September 19, 2012, which is the date the
financial statements were available to be issued.



APPALACHIAN JUVENILE COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTEF. ESTIMATED POSTEMPLOYMENT AND POSTRETIREMENT BENEFITS

The Commission sponsors postemployment health benefits to certain former employees.
Effective January 1, 2004, the Commission adopted an unfunded postretirement health and
dental plan for all employees.

Description of the Retiree Medical Insurance Plans:

Plan Type:  Pre 65: Statewide funded plan which includes:
Medical (PPO) and Vision - Anthem Blue Cross Blue Shield
Prescription Drugs - MEDCO Health Solutions Inc.
Behavioral Health and EAP - Value Option Inc.
Dental - Delta Dental Plan of Virginia
Details of the above can be found in the "Key Advantage with
Expanded Benefits" plan booklet.

Post 65: Advantage 65, administered by Anthem Blue Cross.

Benefits cease 5 years after date of retirement and is capped at a
maximum of $500 per month.

Eligibility Employees are eligible for benefits at a minimum of age 50 with
20 years of service.
Benefit Cost Sharing Employer's contribution varies according to service at retirement

and is outlined as follows:

i) 20 years of service - 60% benefit.
ii) 25 years of service - 80% benefit.
iii) 30 years of service - 100% benefit.

Spouse and Surviving Spouse
Benefits: There are no spousal or surviving spouse benefits.

Annual Medical Premiums as of July 1, 2012:
Pre-65 $6,000
Post-65 $2,280

The following disclosures provide a reconciliation of changes in the plan benefit obligations

and fair value of assets and a statement of funded status as of June 30, 2012:
7/1/2011 to

A. Change in accumulated postretirement benefit obligation 06/30/12
1. Postretirement benefit obligation at beginning of year
a. Actives not fully eligible to retire $ 169,112
b. Actives fully eligible to retire 57,228
c. Retirees 68,155
d. Total $ 294,495
(Continued)
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APPALACHIAN JUVENILE COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTEF. ESTIMATED POSTEMPLOYMENT AND POSTRETIREMENT BENEFITS

2. Service cost $ 15,032
3. Interest cost $ 12,970
3  Amendments -
4  Actuarial (gain) loss $§ 19,172
5 Benefits paid $ (26,152)
6 Postretirement benefit obligation at end of year
a. Actives not fully eligible to retire § 219,748
b. Actives fully eligible to retire 49,337
c. Retirees 46,432
d. Total $ 315,517
B. Change in plan assets
1. Fair value of plan assets at beginning of year $ -
2. Actual return on plan assets -
3. Employer contribution 26,152
4  Benefits paid (26,152)
5  Fair value of plan assets at end of year $ -
C. Funded status 6/30/2012
1. Postretirement benefit obligation at end of year § 315,517
2. Fair value of plan assets at end of year -
3. Funded status end of year $ 315,517
4. Current liability § 44,191
5. Non-current liability 271,326
6. Total $ 315,517

7/1/2011 to

D. Components of the net periodic postretirement benefit cost 06/30/12

1. Service cost $ 15032

2. Interest cost 12,970

3. Return on plan assets -

4. Amortization of transition obligation -

5. Amortization of prior service cost -

6. Amortization of actuarial (gain) loss -
Total $ 28,002

(Continued)
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NOTEF.

APPALACHIAN JUVENILE COMMISSION
NOTES TO FINANCIAL STATEMENTS

ESTIMATED POSTEMPLOYMENT AND POSTRETIREMENT BENEFITS

E. OPEB changes other than net periodic postretirement benefit cost

1.

2.
3.
4

F. Unrecognized amounts and amortization amounts in the following year

1.

2.

New prior service cost

New actuarial (gain) loss
Amortization of unrecognized amounts

Total

Unrecognized amounts

a. Transition obligation

b. Prior service cost
c. Net actuarial (gain) / loss

d. Total

Amortization amounts in following year (estimate)

a. Transition obligation

b. Prior service cost

¢. Net actuarial (gain) / loss
d. Total

G. Assumptions and effects

1.

Actuarial assumptions

a. Medical / drug trend rate next year

b. Ultimate trend rate

c.  Year ultimate trend rate is achieved

d. Discount rate used to value end of year
accumulated postretirement benefit obligations

e. Discount rate used to value net periodic
postretirement benefit cost

Effect of a 1% increase in health care cost trend rate on:
a. Interest cost plus service cost
b. Accumulated postretirement benefit obligation

Effect of a 1% decrease in health care cost trend rate on:
a. Interest cost plus service cost
b. Accumulated postretirement benefit obligation

Measurement date

(Continued)
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7/1/2011 to

06/30/12
$ -
19,172

$ 19,172
6/30/2012
$ -
32,304
§ 32,304
$ -
67

$ 67
6/30/2012
8.00%
4.50%
2016
3.52%
5.00%

$ 2,085
$ 19,032
$ (1,873)
$ (17,384)
6/30/2012



APPALACHIAN JUVENILE COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTEF. ESTIMATED POSTEMPLOYMENT AND POSTRETIREMENT BENEFITS

H. Estimated future benefit payments
Benefit payments are shown net of employee contribution.

Estimated
Year Beginning January 1st: _Employer Payment
2012 $ 44,191
2013 $ 27,687
2014 $ 13,059
2015 $ 11,029
2016 $ 19,102
2017 - 2021 $ 183,388

I.  Expected employer contribution for next fiscal year

For non-funded plans, employer contributions equal benefit payments (above) for
net of retiree contributions for the next fiscal year.

2012 $ 44,191

The total postemployment benefit obligation reflected on the Statement of Financial Position is
as follows:

Postemployment benefit obligation - current § 44,191
Postemployment benefit obligation - long term 271,326
8315517

NOTE G. PENSION PLANS

Defined Contribution Plans:

The Commission has a 457 defined contribution plan which is 100% funded by employee
contributions.

Defined Benefit Plan:

Plan Description

The Commission contributes to the Virginia Retirement System (VRS), an agent and cost-
sharing multiple-employer defined benefit pension plan administered by the VRS. Benefits
vest after five years of service. Members earn one month of service credit for each month they
are employed and their employer is paying into the VRS. Members are eligible to purchase
prior public service, active duty military service, certain periods of leave and previously
refunded VRS service as credit in their plan.

(Continued)
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APPALACHIAN JUVENILE COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTEG. PENSION PLANS (Continued)

Plan Description
VRS administers two defined benefit plans for local government employees - Plan 1 and Plan 2:

Members hired before July 1, 2010 and who have service credits before July 1, 2010 are
covered under Plan 1. Non-hazardous duty members are eligible for an unreduced
retirement benefit beginning at age 65 with at least five years of service credit or age 50
with at least 30 years of service credit. They may retire with a reduced benefit as early as
age 55 with at least 10 years of service credit or age 50 with at least five years of service
credit.

Members hired or rehired on or after July 1, 2010 and who have no service credits before
July 1, 2010 are covered under Plan 2. Non-hazardous duty members are eligible for an
unreduced benefit beginning at their normal Social Security retirement age with at least five
years of service credit or when the sum of their age and service equals 90. They may retire
with a reduced benefit as early as age 60 with at least five years of service credit.

Eligible hazardous duty members in Plan 1 and Plan 2 are eligible for an unreduced benefit
beginning at age 60 with at least 5 years of service credit or age 50 with at least 25 years of
service credit. These members include sheriffs, deputy sheriffs and hazardous duty
employees of political subdivisions that have elected to provide enhanced coverage for
hazardous duty service. They may retire with a reduced benefit as early as age 50 with at
least five years of service credit. All other provisions of the member's plan apply.

The VRS Basic Benefit is a lifetime monthly benefit based on a retirement multiplier as a
percentage of the member's average final compensation multiplied by the member's total service
credit. Under Plan 1, average final compensation is the average of the member's 36 consecutive
months of highest compensation. Under Plan 2, average final compensation is the average of the
member's 60 consecutive months of highest compensation. The retirement multiplier for non-
hazardous duty members is 1.70 %. The retirement multiplier for sheriffs and regional jail
superintendents is 1.85%. The retirement multiplier for eligible political subdivision hazardous
duty employees other than sheriffs and jail superintendents is 1.70% or 1.85% as elected by the
employer. At retirement, members can elect the Basic Benefit, the Survivor Option, a Partial
Lump-Sum Option Payment (PLOP) or the Advance Pension Option. A retirement reduction
factor is applied to the Basic Benefit amount for members electing the Survivor Option, PLOP
or Advance Pension Option or those retiring with a reduced benefit.

(Continued)
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APPALACHIAN JUVENILE COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTE G. PENSION PLANS (continued)

Retirees are eligible for an annual cost-of-living adjustment (COLA) effective July 1 of the
second calendar year of retirement. Under Plan 1, the COLA cannot exceed 5.00%; under Plan
2, the COLA cannot exceed 6.00%. During years of no inflation or deflation, the COLA is
0.00%. The VRS also provides death and disability benefits. Title 51.1 of the Code of Virginia
(1950), as amended, assigns the authority to establish and amend benefit provisions to the
General Assembly of Virginia.

The system issues a publicly available comprehensive annual financial report (CAFR) that
includes financial statements and required supplementary information for the plans administered
by VRS. A copy of the report may be obtained from the VRS Web site at
http://www.varetire.org/Pdf/Publications/201 1 -annual-report.pdf or by writing to the System's
Chief Financial Officer at P.O. Box 2500, Richmond, VA, 23218-2500.

Funding Policy

Plan members are required by Title 51.1 of the Code of Virginia (1950), as amended, to
contribute 5.00% of their annual reported compensation to the VRS. All or part of the 5.00%
member contribution may be assumed by the employer. In addition, the Appalachian Juvenile
Commission is required to contribute the remaining amounts necessary to fund its participation
in the VRS using the actuarial basis specified by the Code of Virginia and approved by the VRS
Board of Trustees. The Appalachian Juvenile Commission's contribution rate for the fiscal year
ended June 30, 2012 was 13.80% of the annual covered payroll.

Annual Pension Cost
For the year ended June 30, 2012, the Commission's annual pension cost of $228,672 for VRS
was equal to the Commission's required and actual contributions.

Three-Year Trend Information for Appalachian Juvenile Detention:

Fiscal Year Annual Pension % of APC Pension
Ending Cost (APC) Contributed Obligation

6/30/2012 § 228,672  100.00% 0.00%
6/30/2011 § 257,607  100.00% 0.00%
6/30/2010 $§ 254,500  100.00% 0.00%

(Continued)
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APPALACHIAN JUVENILE COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTE G. PENSION PLANS (continued)

The FY 2012 required contribution was determined as part of the June 30, 2009 actuarial
valuation using the entry age actuarial cost method. The actuarial assumptions at June 30, 2009
included (a) an investment rate of return (net of administrative expenses) of 7.50%, (b)
projected salary increases ranging from 3.75% to 5.60% per year for general government
employees and 3.50% to 4.75% per year for employees eligible for enhanced benefits available
to law enforcement officers, firefighters, and sheriffs, and (c) a cost-of-living adjustment of
2.50% per year. Both the investment rate of return and the projected salary increases also
include an inflation component of 2.50%. The actuarial value of the Appalachian Juvenile
Commission's assets is equal to the modified market value of assets. This method uses
techniques that smooth the effects of short-term volatility in the market value of assets over a
five-year period. Appalachian Juvenile Commission's unfunded actuarial accrued liability is
being amortized as level percentage of projected payroll on an open basis. The remaining
amortization period at June 30, 2009 for the Unfunded Actuarial Accrued liability (UAAL) was
20 years.

Funding Status and Funding Progress

As of June 30, 2011, the most recent actuarial valuation date, the plan was 62.734% funded.
The actuarial accrued liability for benefits was $5,050,343, and the actuarial value of assets was
$3,168,269, resulting in an unfunded actuarial accrued liability (UAAL) of $1,882,074. The
covered payroll ( annual payroll of active employees covered by the plan) was $1,829,736, and
the ratio of the UAAL to the covered payroll was 102.86%.

The schedule of funding progress, presented as required supplemental information following the
notes to the financial statements, presents multiyear trend information about whether the
actuarial value of the plan assets is increasing or decreasing over time relative to the actuarial
accrued liability (AAL) for benefits.

Actuarial
Actuarial Accrued Unfunded  Funded Ratio Annual UAAL as of
Valuation Value Liability AAL Assets as Covered % of Covered
as of of Assets (AAL) (UAAL) % of AAL Payroll Payroll

6/30/2011  § 3,168,269
6/30/2010  § 3,022,906
6/30/2009 § 3,193,646
6/30/2008 $ 2,966,017
6/30/2007 $ 2,560,473

5,050,343 $1,882,074  62.73%  $1,829,736 102.86%
4,795,120 $1,772,214  63.04%  $1,827,936 96.95%
4,252,025 $1,058,379  75.11%  $1,932,605 54.76%
3,940,781 $ 974,764  75.26%  $1,838,268 53.03%
3,260,457 $ 699,984  78.53%  $1,822,416 38.41%

A B B B B

(Continued)
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APPALACHIAN JUVENILE COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTE G. PENSION PLANS (continued)

Notes to Required Supplementary Information:

1. Valuation date 6/30/2011
2. Actuarial cost method Entry age normal
3. Amortization method Level percent of pay, open
4. Payroll growth rate 3.00%
5. Remaining amortization period 30 years
6. Asset valuation method Five-year smoothed market value
7. Actuarial assumptions
a. Investment rate of return (includes inflation of 2.50%) 7.00%
b. Projected salary increases (includes inflation of 2.50%)
Non-LEO 3.75% to 5.60%
LEO employees 3.50% to 4.75%
c. Cost-of-living adjustment
Plan 1 Members 2.50%
Plan 2 Members 2.25%
Actuarial Present Value of Future Benefits: Valuation of
6/30/2011
1. Active Members
a. Retirement benefits $ 3,105,299
b. Termination benefits 246,053
¢. Disability benefits 460,998
d. Death benefits 147,273
e. Total $ 3,959,623
2. Retired members
a. Service retirements $ 1,993,765
b. Disability retirements 407,245

¢c. Beneficiaries
d. Total

3. Terminated members with future benefits

a. Vested terminations
b. Nonvested terminations

¢. Total

4. Total present value of future benefits

(Continued)
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$ 2,401,010

$ 33,930

20,502
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NOTE G.

APPALACHIAN JUVENILE COMMISSION
NOTES TO FINANCIAL STATEMENTS

PENSION PLANS (continued)

Development of Annual Required Contribution Rate:

1.

2.
3.
4

0

6
7.
8.
9
1

11

Covered payroll

Present value of future pay
Total normal cost

Normal cost rate

a. Total normal cost rate

b. Less: member contribution rate
c. Employer normal cost rate
Actuarial accrued liability

a. Actives
b. Inactives
c. Total

Actuarial value of assets
Unfunded actuarial accrued liability (UAAL)

UAAL as a percentage of covered payroll
UAAL amortization rate

Funding period in years

Recommended employer contribution rate

Annual Required Contribution Rate:

1.

NOTE H.

Summary of Main Benefit Provisions as Interpreted for Valuation Purposes:

Annual required contribution rate

a. Contribution rate

b. Funding period in years

¢. Amortization factor based on funding period

The amortization factor is based on an interest rate of 7.0% and a

payroll growth rate of 3.0%
HEALTH INSURANCE CREDIT

Valuation of
6/30/2011

$ 1,829,736
$ 15,144,445
$ 194,760

10.41%
5.00%
2.41%

$ 2,594,901

2,455,442
$ 5,050,343

3,168,269
$ 1,882,074

102.86%

&2

5.64%
30 Years
11.05%

11.05%
30 Years
18.2276

Political subdivisions participating in the Virginia Retirement System (VRS) may elect to
provide a credit toward the cost of health insurance coverage for any former state employee who
retired under VRS with at least 15 years of total creditable service. The amount of each monthly
health insurance credit shall be $1.50 per year of creditable service, which amount shall be
credited monthly to any retired employee participating in the Health Insurance Credit Program.

However, such credit shall not exceed the health insurance premium for retiree.

(Continued)
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APPALACHIAN JUVENILE COMMISSION

NOTES TO FINANCIAL STATEMENTS

NOTEH. HEALTH INSURANCE CREDIT (Continued)

Disabled retirees automatically receive a maximum monthly credit of $45. If an eligible
employee has worked for more that one employer in VRS, for the purpose of this valuation, the
most current (or last) employer assumes full liability for that employee.

Summary of Actuarial Assumptions and Methods as Interpreted for Valuation Purposes:

Valuation date
Actuarial cost method
Amortization method

Remaining amortization period

Asset valuation method

Participation Assumption:

Deferred termination benefit period

Actuarial assumptions:

Investment Rate of Return*

Payroll Growth Rate
*Includes inflation at

Mortality Rates:

Pre-Retirement & Post-Retirement

Post-Disablement

6/30/2011

Entry Age Normal

Level Percentage of Pay, Open
30 Years

Market Value of Assets

85% of current employees will utilize the benefit

program.
Terminating members are assumed to receive

benefits at age 65.

7.00%
3.00%
2.50%

1994 Group Annuity Mortality Tables
70% Male; 90% Female of Disab. Mortality Table

The schedule of funding progress, presented as required supplemental information following the
notes to the financial statements, presents multiyear trend information about whether the
actuarial value of the plan assets is increasing or decreasing over time relative to the actuarial

accrued liability (AAL) for benefits.
Actuarial Accr.

Actuarial Liability (AAL)  Unfunded  Funded Ratio Annual UAAL as of

Valuation Value Projected AAL Assets as Covered % of Covered

as of of Assets Unit Credit (UAAL) % of AAL Payroll Payroll
6/30/2011  $ 20,308 § 103,581 § 83,273 19.61% $1,829,736 4.55%
6/30/2010 $ 18,663 $ 88970 § 70,307 20.98% $1,827,936 3.85%
6/30/2009 $ 14993 § 72,247 § 57,254 20.75% $1,932,605 2.96%
6/30/2008 $ 15,235 § 90,367 § 75,132 16.86% $1,838,268 4.09%
6/30/2007 % 10,335 § 79,617 $ 69,282 12.98% $1,822,416 3.80%
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