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INDEPENDENT AUDITOR'S REPORT 
 
 
 
To the Members of the  
West Virginia Consolidated Public Retirement Board  
Charleston, West Virginia  
 
 
Report on the Schedules 
 
We have audited the accompanying schedule of employer allocations of the State Teachers 
Retirement System (TRS), administered by the West Virginia Consolidated Public Retirement 
Board, as of and for the year ended June 30, 2016, and the related notes. We have also audited the 
total for all entities of the columns titled net pension liability, total deferred outflows of resources, 
total deferred inflows of resources, and total pension expense excluding that attributable to 
employer-paid member contributions (specified column totals) included in the accompanying 
schedule of pension amounts by employer of the TRS as of and for the year ended June 30, 2016, 
and the related notes.  
 
Management's Responsibility for the Schedules 
 
Management is responsible for the preparation and fair presentation of these schedules 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 the schedules that are free from material misstatement, whether 
due to fraud or error.  
 
Auditor's Responsibility  
 
Our responsibility is to express an opinion on the schedule of employer allocations and the 
specified column totals included in the schedule of pension amounts by employer based on our 
audit. We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America. Those standards require we plan and perform the audit to obtain 
reasonable assurance about whether the schedule of employer allocations and specified column 
totals included in the schedule of pension amounts by employer are free from material 
misstatement.  



4 
 

 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the schedule of employer allocations and specified column totals included in the 
schedule of pension amounts by employer. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the schedule of 
employer allocations and specified column totals included in the schedule of pension amounts by 
employer, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity's preparation and fair presentation of the schedule of 
employer allocations and specified column totals included in the schedule of pension amounts by 
employer in order to design audit procedures that are appropriate in the circumstances, but not for 
the purpose of expressing an opinion on the effectiveness of the entity'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 schedule of employer allocations 
and specified column totals included in the schedule of pension amounts by employer.  
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion.  
 
Opinion  
 
In our opinion, the schedules referred to above present fairly, in all material respects, the employer 
allocations and net pension liability, total deferred outflows of resources, total deferred inflows of 
resources, and total pension expense excluding that attributable to employer-paid member 
contributions for the total of all participating entities for the State Teachers Retirement System, as 
of and for the year ended June 30, 2016, in accordance with accounting principles generally 
accepted in the United States of America.  
 
Other Matter  
 
We have audited, in accordance with auditing standards generally accepted in the United States of 
America, the financial statements of the West Virginia Consolidated Public Retirement Board as 
of and for the year ended June 30, 2016, and our report thereon dated March 31, 2017, expressed 
an unmodified opinion on those financial statements.  
 
Restrictions on Use  
 
Our report is intended solely for the information and use of the West Virginia Consolidated Public 
Retirement Board, the State Teachers Retirement System's participating employers and their 
auditors and is not intended to be used by anyone other than these specified parties. 
 

 
Charleston, West Virginia 
August 10, 2017 
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10 STATE TEACHERS RETIREMENT SYSTEM 
 

NOTES TO SCHEDULES OF EMPLOYER ALLOCATIONS AND 
PENSION AMOUNTS BY EMPLOYER 

 
 

 

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Introduction - The Government Accounting Standards Board (GASB) Statement No. 68, 
Accounting and Financial Reporting for Pensions, establishes financial reporting requirements for 
governments that provide employees with pension benefits. GASB 68 requires governmental 
employers to recognize a net pension liability and/or a net pension asset as employees earn pension 
benefits. Governments participating in the State Teachers Retirement System (the TRS) will 
recognize their proportionate share of the collective pension amounts for all benefits provided 
through the plan.  
 
Basis of Accounting - The schedule of pension amounts by employer of the Plan has been prepared 
in conformity with accounting principles generally accepted in the United States of America 
(GAAP) as applied to governmental units. The GASB is the accepted standard setting body for 
establishing governmental accounting and financial reporting principles for governmental units.  
 
Basis of Allocation - Pension amounts have been allocated to each participating employer and non-
employer contributing entity based on their proportionate share of employer and non-employer 
contributions to the TRS for the fiscal year ended June 30, 2016. Employer contributions are 
recognized when due. Retroactive service, military service, out of state service, and back pay 
employer contributions have been excluded from the allocation. Employer contributions made by 
the non-employer contributing entity on behalf of participating employers have been allocated to 
the non-employer contributing entity in accordance with the special funding situation requirements 
of GASB 68. See Note 4, special funding situation, for additional discussion, and Note 5 for 
discussion of contributions that are not in a special funding situation.  
 
Accounting Estimates - The preparation of the schedules of employer allocations and pension 
amounts by employer in accordance with accounting principles generally accepted in the United 
States of America requires management to make estimates and assumptions that affect the reported 
amounts of net pension liability, deferred inflows of resources, deferred outflows of resources, and 
pension expense as of the measurement date. Actual amounts could differ from those estimates.  
 
Measurement Date - Net pension liability, deferred inflows of resources, deferred outflows of 
resources, and pension expense were determined by actuarial valuations as of June 30, 2015 rolled 
forward to June 30, 2016, which is the measurement date.  
 
 



11 STATE TEACHERS RETIREMENT SYSTEM 
 

NOTES TO SCHEDULES OF EMPLOYER ALLOCATIONS AND 
PENSION AMOUNTS BY EMPLOYER 

(Continued) 
 

 

2 - AMORTIZATION 
 
The net difference between projected and actual investment earnings on pension plan investments 
is amortized over a five year period. All other deferred outflows of resources and deferred inflows 
of resources relating to pension amounts reported in these schedules are amortized and included 
in pension expense over the average remaining service life of 5.96 years.  
 
The amortization of the deferred outflows and deferred inflows related to changes in the 
proportionate share of contributions from year to year for each entity is available from the West 
Virginia Consolidated Public Retirement Board.  
 
Information regarding the amortization of deferred outflows and deferred inflows of resources 
related to pension amounts follows:  
 
Net Difference Between Projected and Actual Investment Earnings on Pension Plan Investments 
(in thousands):  
 

       Deferred  Deferred   
  June 30, June 30,  June 30,  Outflows of  Inflows of   

Measurement date 6/30  2014 2015  2016  Resources  Resources  Total 
Amount  $(570,044) $244,714  $524,259       
Recognition period (years)  5.00 5.00  5.00       
            
Amount recognized in            
fiscal year            
 2014  $(114,009) $            -  $           -  $                 -  $ (114,009)  $ (114,009) 
 2015  (114,009) 48,943  -  48,943  (114,009)  (65,066) 
 2016  (114,009) 48,943  104,852   153,795  (114,009)  39,786 
 2017  (114,009) 48,943  104,852   153,795  (114,009)  39,786 
 2018  (114,008) 48,943  104,852   153,795  (114,008)  39,787 
 2019  - 48,942  104,852   153,794  -  153,794 
 2020  - -  104,851   104,851  -  104,851 
            
Balance as of June 30            
 2014  $(456,035) $            -  $           -  $                 -  $ (456,035)  $ (456,035) 
 2015  (342,026) 195,771  -   195,771  (342,026)  (146,255) 
 2016  (228,017) 146,828  419,407   566,235  (228,017)  338,218 
 2017  (114,008) 97,885  314,555   412,440  (114,008)  298,432 
 2018  - 48,942  209,703   258,645  -  258,645 
 2019  - -  104,851   104,851  -  104,851 



12 STATE TEACHERS RETIREMENT SYSTEM 
 

NOTES TO SCHEDULES OF EMPLOYER ALLOCATIONS AND 
PENSION AMOUNTS BY EMPLOYER 

(Continued) 
 

 

2 - AMORTIZATION (Continued) 
 
Differences Between Expected and Actual Experience (in thousands):  
 

      Deferred  Deferred   
  June 30,  June 30,  Outflows of  Inflows of   

Measurement date 6/30  2015  2016  Resources  Resources  Total 
Amount  $(36,005)  $  45,210       
Recognition period (years)  6.0  5.96       
           
Amount recognized in           
fiscal year           
 2015  $   (6,001)  $            -  $                  -  $      (6,001)  $   (6,001) 
 2016  (6,001)  7,586  7,586  (6,001)  1,585 
 2017  (6,001)  7,586  7,586  (6,001)  1,585 
 2018  (6,001)  7,586  7,586  (6,001)  1,585 
 2019  (6,001)  7,586  7,586  (6,001)  1,585 
 2020  (6,000)  7,586  7,586  (6,000)  1,586 
 2021  -  7,280  7,280  -  7,280 
           
Balance as of June 30           
 2015  $ (30,004)  $            -  $                  -  $    (30,004)  $(30,004) 
 2016  (24,003)  37,624  37,624  (24,003)  13,621 
 2017  (18,002)  30,038  30,038  (18,002)  12,036 
 2018  (12,001)  22,452  22,452  (12,001)  10,451 
 2019  (6,000)  14,866  14,866    (6,000)  8,866 
 2020  -    7,280    7,280  -  7,280 

 
Changes in Assumptions (in thousands): 
 

  June 30,  
Deferred 

Outflows of  
Deferred 

Inflows of   
Measurement date 6/30  2016  Resources  Resources  Total 
Amount  $     195,343       
Recognition period (years)  5.96       
         
Amount recognized in         
fiscal year         
 2016  $       32,776  $        32,776  $               -  $  32,776 
 2017  32,776  32,776  -  32,776 
 2018  32,776  32,776  -  32,776 
 2019  32,776  32,776  -  32,776 
 2020  32,776  32,776  -  32,776 
 2021  31,463  31,463  -  31,463 
         
Balance as of June 30         
 2016  $     162,567  $     162,567  $               -  $162,567 
 2017  129,791  129,791  -  129,791 
 2018  97,015  97,015  -  97,015 
 2019  64,239  64,239  -  64,239 
 2020  31,463  31,463  -  31,463 
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NOTES TO SCHEDULES OF EMPLOYER ALLOCATIONS AND 
PENSION AMOUNTS BY EMPLOYER 

(Continued) 
 

 

3 - SENSITIVITY OF THE NET PENSION LIABILITY TO CHANGES IN THE 
DISCOUNTED RATE 
 

    Current   
  1% Decrease  Discount Rate  1% Increase 

Sensitivity of Discount Rate  (6.5%)  (7.5%)  (8.5%) 
       
Total net pension liability  $5,199,286,000  $4,109,834,000  $3,178,615,000 

 
 
4 - SPECIAL FUNDING SITUATION 
 
The State of West Virginia (State) is a non-employer contributing entity that provides funding 
through the School Aid Formula (SAF) to subsidize employer contributions of county boards of 
education and to fund the unfunded liability of TRS for all participating employers. These amounts 
qualify as a special funding situation in accordance with GASB 68. The State assumes a share of 
the net pension liability on behalf of the various county boards of education for contributions 
related to the SAF. The State assumes a share of the net pension liability on behalf of all 
participating employers for contributions related to funding of the unfunded liability.  
 
 
5 - CONTRIBUTIONS BY NON-EMPLOYER CONTRIBUTING ENTITY NOT IN A 
SPECIAL FUNDING SITUATION  
 
For the year ended June 30, 2016, the West Virginia Legislature appropriated and contributed 
funds to the TRS in excess of the Annual Required Contribution (ARC) in the amount of 
$35,510,000. This contribution is not considered a special funding situation and the amounts of 
this contribution associated with each participating employer are reported in the "on-behalf 
payments" column reported in the accompanying schedule of employer allocations.  




