

































































RILEY COMMUNITY CONSOLIDATED
SCHOOL DISTRICT NO.18
STATEMENT OF EXPENDITURES DISBURSED - BUDGET TO ACTUAL
TORT FUND
FOR THE YEAR ENDED JUNE 30, 2011

EXPENDITURES DISBURSED
Support Services
General Administration
Insurance Payments
Purchased Services

Total Support Services - General Administration
Total Support Services

Total Direct Expenditures

The Notes to Financial Statements are an integral part of this statement.
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BUDGET ACTUAL
$ 56,384 $ 52,421
3 56,384 $ 52,421
$ 56,384 $ 52,421
$ 56,384 $ 52,421
$ 56,384 $ 52,421
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RILEY COMMUNITY CONSOLIDATED SCHOOL DISTRICT NO. 18
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Riley Community Consolidated School District No. 18’s (District) accounting policies conform
to the cash basis of accounting as defined by the lllinois State Board of Education Audit
Guide.

A

Principles Used to Determine Scope of Entity

The reporting entity includes the governing board and all related organizations for
which the District exercises oversight responsibility.

The District has developed criteria to determine whether outside agencies with
activities which benefit its citizens, including joint agreements which serve pupils from
numerous districts, should be included within its financial reporting entity. The criteria
include, but are not limited to, whether the District exercises oversight responsibility
(which includes financial interdependency, selection of governing authority,
designation of management, ability to significantly influence operations, and
accountability for fiscal matters), scope of public service, and special financing
relationships.

The joint agreement has been determined not to be part of the reporting entity after
applying the manifesting of oversight, scope of public service and special financing
relationships criteria and is therefore excluded from the accompanying financial
statements because the District does not control the assets, operations, or
management of the joint agreement. In addition, the District is not aware of any entity
which would exercise such oversight as to result in the District being considered a
component unit of the entity.

Basis of Presentation — Fund Accounting

The accounts of the District are organized on the basis of funds and account groups,
each of which is considered a separate accounting entity. The operations of each fund
are accounted for with a separate set of self-balancing accounts that comprise its
assets and liabilities arising from cash transactions, fund balance, revenue received,
and expenditures disbursed. The District maintains individual funds required by the
State of lllinois.

These funds are grouped as required for reports filed with the lllinois State Board of
Education. District resources are allocated to and accounted for in individual funds
based upon the purposes for which they are to be spent and the means by which
spending activities are controlled. The following funds and account groups are used
by the District:

Educational Fund — The Educational Fund is the general operating fund of the
District. It is used to account for all transactions that are not specifically covered in
another fund. Certain expenditures that must be charged to this fund include the
direct costs of instructional programs, health and attendance services, lunch
programs, all costs of administration, and related insurance costs. Certain
revenues that must be credited to this fund include educational tax levies, tuition,
and textbook rentals. Special Education is included in this fund.
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NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B.

Basis of Presentation — Fund Accounting (Continued)

Operations and Maintenance Fund — The Operations and Maintenance Fund is
used to account for all costs of maintaining, improving, or repairing school
buildings and property, renting buildings and property for school purposes, or
paying of premiums for insurance on school buildings. Operations of this fund are
generally financed by a special tax levied for these purposes.

Debt Services Fund — The Debt Services Fund is used to account for all principal,
interest, and administrative costs for tax-financed bond payments. Operations of
this fund are generally financed by a special tax levied for these purposes.

Transportation Fund — The Transportation Fund is used to account for the costs
associated with transporting pupils for any purpose. Revenue received for
transportation purposes from any source must be deposited into this fund,
including property taxes levied and state grants received for these purposes.

lllinois Retirement/Social Security Fund — The lllinois Retirement/Social Security
Fund is used to account for costs of providing retirement benefits under lllinois
Municipal Retirement Fund and Social Security if there are separate taxes levied
for these purposes. If separate taxes are not levied for these purposes, then the
payments shall be charged to the fund where the salaries are charged.

Capital Projects Fund — The Capital Projects Fund is used to account for financial
resources to be used for the acquisition or construction of major capital facilities
and contributions and donations from private sources.

Working Cash Fund — The Working Cash Fund is used to account for a separate
tax levied for working cash purposes and for any bonds sold for this purpose.
Cash available in this fund may be loaned to any fund of the District.

Tort Fund — The Tort Fund is used to account for the proceeds of specific revenue
sources that are legally restricted for tort expenditures.

Agency Fund — The Agency Fund is used to account for Student Activity Funds
and Convenience Accounts, which are assets held by the District as an agent for
the students and teachers. This fund is custodial in nature and does not involve
the measurement of the results of operations. The amounts due to the Activity
Fund organizations are equal to the assets.

General Fixed Assets Account Group — The General Fixed Assets Account Group
is used to record physical assets of the District that have a long-term (i.e. more
than one year) period of usefulness.

General Long-Term Debt Account Group — The General Long-Term Debt Account
Group is used to record total bonded debt and other long-term debt of the District.

Measurement Focus

The financial statements of all funds, except the Agency Fund and two account
groups, focus on the measurement of spending or “financial flow” and the
determination of changes in financial position rather than upon net income
determination. This means that only current assets and current liabilities are generally
included on their balance sheets. Their reported fund balance (net current assets) is
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NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B.

Basis of Presentation — Fund Accounting (Continued)

Measurement Focus (Continued)

considered a measure of “available spendable resources”. Fund operating statements
present increases (cash receipts and other financing sources) and decreases (cash
disbursements and other financing uses) in net current assets. Accordingly, they are
said to present a summary of sources and uses of “available spendable resources”
during a period.

General Fixed Assets and General Long-Term Debt Account Groups

The accounting and reporting treatment applied to the fixed assets and long-term
liabilities associated with a fund are determined by its measurement focus. Fixed
assets used in operations are accounted for in the General Fixed Assets Account
Group rather than in the funds. Long-term liabilities expected to be financed from the
funds are accounted for in the General Long-Term Debt Account Group, not in the
funds.

The two account groups are not “funds”. They are concerned only with the
measurement of financial position. They are not involved with measurement of results
of operations.

Basis of Accounting

Basis of accounting refers to when revenues received and expenditures disbursed are
recognized in the accounts and how they are reported on the financial statements.
The District maintains its accounting records for all funds and account groups on the
cash basis of accounting under guidelines prescribed by the lllinois State Board of
Education. Accordingly, revenues are recognized and recorded in the accounts when
cash is received. In the same manner, expenditures are recognized and recorded
upon the disbursement of cash. Assets of a fund are only recorded when a right to
receive cash exists which arises from a previous cash transaction. Liabilities of a fund,
similarly, result from previous cash transactions.

Cash basis financial statements omit recognition of receivables and payables and
other accrued and deferred items that do not arise from previous cash transactions.

Proceeds from sales of bonds are included as other financing sources in the
appropriate fund on the date received. Related bond principal payable in the future is
recorded at the same time in the General Long-Term Debt Account Group.

If the District utilized accounting principles generally accepted in the United States of
America, the basic financial statements would be replaced with government-wide
financial statements and fund financial statements. The fund financial statements
would use the modified accrual basis of accounting. The government-wide financial
statements would be presented on the accrual basis of accounting.

Budgets and Budgetary Accounting

The budget for all funds is prepared on the cash basis of accounting which is the same
basis that is used in financial reporting. This allows for comparability between budget
and actual amounts. This is an acceptable method in accordance with Chapter 105,
Section 5/17-1 of the llinois Compiled Statutes. The budget was passed on
September 15, 2010.
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NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D.

Budgets and Budgetary Accounting (Continued)

For each fund, total fund disbursements may not legally exceed the budgeted
disbursements. The budget lapses at the end of each fiscal year.

The District follows these procedures in establishing the budgetary data reflected in
the financial statements:

1. Prior to July 1, the Superintendent submits to the Board of Education a proposed
operating budget for the fiscal year commencing on that date. The operating
budget includes proposed expenditures and the means of financing them.

2. A public hearing is conducted to obtain taxpayer comments.
3.  Prior to October 1, the budget is legally adopted through passage of a resolution.

4. Formal budgetary integration is employed as a management control device
during the year.

5. The Board of Education may make transfers between the various items in any
fund not exceeding in the aggregate 10% of the total of such fund as set forth in
the budget.

6. The Board of Education may amend the budget (in other ways) by the same
procedures required of its original adoption.

Cash and Cash Equivalents

Separate bank accounts are not maintained for all District funds. Instead, the funds
maintain their uninvested cash balances in a common checking account, with
accounting records being maintained to show the portion of the common bank account
balance attributable to each participating fund.

Occasionally certain of the funds participating in the common bank account will incur
overdrafts (deficits) in the account. Such overdrafts in effect constitute cash borrowed
from other District funds and are, therefore, interfund loans which have not been
authorized by School Board action.

No District fund had a cash overdraft at June 30, 2011.
Cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments with original maturities of three months or less from the date of

acquisition.

Investments are stated at the lower of cost or market. Gains or losses on the sale of
investments are recognized upon realization.

Inventories
It is the District’s policy to charge all purchases of items for resale or supplies to

expenditures when purchased. No inventory accounts are maintained to reflect the
values of resale or supply items on hand.
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NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

G.

Interfund Activity

Interfund activity is reported either as loans, services provided, reimbursements or
transfers. Loans are reported as interfund receivables and payables as appropriate.
All other interfund transactions are treated as transfers.

General Fixed Assets

General fixed assets have been acquired for general governmental purposes. At the
time of purchase, assets are recorded as disbursements in the funds for which the
asset was purchased and capitalized at cost, if over $1,000, in the General Fixed
Assets Account Group. Donated general fixed assets are stated at estimated fair
market value as of the date of acquisition. Depreciation accounting is not considered
applicable (except to determine the per capita tuition charge, which is calculated on a
straight-line basis with useful lives of 50 years for Buildings, 20 years for
Improvements Other than Buildings, and 5 to 10 years for Equipment).

Governmental Fund Balances

Governmental fund balances are reported as “reserved” because they are legally
segregated for a specific future use. The remaining balances are “unreserved” fund
balances. From time to time, the Board agrees to set aside or “designate” resources
for future uses — such as for specific capital projects. These unreserved, designated
balances are based on management’s tentative plans and can be changed.

Property Tax Calendar and Revenues

The District’s property tax is levied each year on all taxable real property located in the
District on or before the last Tuesday in December. The 2010 levy was passed by the
Board on December 15, 2010. Property taxes attach as an enforceable lien on
property as of January 1 and are payable in two instaliments early in June and early in
September of the following calendar year. The District receives significant distributions
of tax receipts approximately one month after these due dates.

Total Memorandum Only

The “Total Memorandum Only” column represents the aggregation (by addition) of the
line item amounts reported for each fund and account group. No consolidating or
other eliminations were made in arriving at the totals; thus they do not present
consolidated information.

These totals are presented only to facilitate financial analysis and are not intended to
reflect the financial position or results of operations of the District as a whole.

NOTE 2 - DEPOSITS AND INVESTMENTS

Deposits with financial institutions are fully insured or collateralized by securities held in the
District's name.

The District is allowed to invest in securities as authorized by the School Code of lllinois,
Chapter 30, Section 235/2 and 6; and Chapter 105, Section 5/8-7.
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NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 3 - CHANGES IN GENERAL FIXED ASSETS

A summary of changes in general fixed assets follows:

Balance Balance
July 1, 2010 Additions Deletions June 30, 2011
Land 25,000 % - $ - $ 25,000
Building and Building Improvements 1,225,383 754,060 - 1,979,443
Site Improvements and Infrastructure 81,060 11,107 - 92,167
Capitalized Equipment 838,937 94,953 32,269 901,621
Construction in Progress 702,502 - 702,502 -
2,872,882 $ 860,120 $ 734,771 $ 2,998,231
NOTE 4 - CHANGES IN GENERAL LONG-TERM DEBT
Changes in general long-term debt are summarized as follows:
Amounts
Balance Balance Due Within
July 1, 2010 Additions Retirement June 30, 2011 One Year
General Long-Term Debt
Lease Certificates
Dated 12/3/2009 $ 250,000 $ - $ 55,000 $ 195,000 $ 60,000
Capital Leases
Dated 8/15/2006 11,437 - 11,437 - -
Dated 6/12/2007 23,876 - 11,641 12,235 12,235
Dated 7/17/2008 36,797 - 11,738 25,059 12,258
Dated 7/23/2009 50,586 - 11,702 38,884 12,310
Dated 7/29/2010 - 64,000 13,951 50,049 11,699
Total General Long-Term
Debt $ 372,696 § 64,000 $ 115,469 $ 321,227  § 108,502

Lease certificates and capital leases payable consisted of the following at June 30, 2011:

Lease Certificates
Dated 12/3/2009

Capital Leases
Dated 8/15/2006
Dated 6/12/2007
Dated 7/17/2008
Dated 7/23/2009
Dated 7/29/2010

Carrying

Maturity Date Interest Rate Face Amount Amount
12/1/2013 4.8% - 5.0% $ 250,000 § 195,000

7/15/2010 5.10% 54,500.00 -
7/20/2011 5.10% 58,350.00 12,235
8/11/2012 4.43% 66,845.00 25,059
7/23/2013 5.20% 64,918.00 38,884
7/29/2014 4.50% 64,000.00 50,049

At June 30, 2011 the annual debt service requirements to service long-term debt are:

Year Ending June 30 Principal Interest Total
2012 $ 108,502 $ 14,135 $ 122,637
2013 102,977 8,768 111,745
2014 96,399 3,634 100,033
2015 13,349 601 13,950
$ 321,227 $ 27,138 $ 348,365
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NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 5 -

NOTE 6 -

NOTE 7 -

NOTE 8 -

NOTE 9 -

NOTE 10 -

INTERFUND LOANS

The District has no outstanding interfund loans as of June 30, 2011.

SPECIAL TAX LEVIES AND RESERVED EQUITY

Social Security Tax Levy

Cash receipts and the related cash disbursements of this reserved tax levy are accounted
for in the lllinois Municipal Retirement/Social Security Fund. A portion, $65,901, of this
fund’s equity represents the excess of cumulative receipts over cumulative disbursements,
which is reserved for future social security disbursements.

DEFICIT FUND BALANCE

No District fund had a deficit fund balance at June 30, 2011.

PROPERTY TAXES

Taxes recorded in these financial statements are from the 2010 ($1,720,371) and 2009

($1,687,564) tax levies. A summary of the assessed valuation, rates, and extensions for
tax years 2010, 2009 and 2008 follows:

Tax Year 2010 2009 2008
Assessed Valuation $132,689,091 $140,991,533 $144,608,738
Rate Extension Rate Extension Rate Extension
Purpose
Educational 1.8407 $ 2,442,377 1.8185 § 2,563,959 1.7409 $ 2,517,559
Operations and
Maintenance 0.3768 500,000 0.2500 352,479 0.2330 336,872
Transportation 0.2261 299,999 0.1200 169,190 0.1200 173,530
Municipal Retirement 0.0226 30,000 0.0400 56,397 0.0487 70,388
Working Cash 0.0151 20,000 0.0500 70,496 0.0440 63,618
Tort Immunity 0.0490 65,000 0.0450 63,446 0.0395 57,191
Special Education 0.0244 32,457 0.0200 28,198 0.0395 57,191
Social Security 0.0603 80,000 0.0400 56,397 0.0387 55,927

26150 $ 3,469,833 2.3835 § 3,360,562 2.3043 § 3,332,276

OVEREXPENDITURE OF BUDGET

For the year ended June 30, 2011 the expenditures of the following fund exceeded the
budget:

Excess of Actual
Fund Budget Actual Over Budget

Transportation $ 296,601 $ 306,222 $ 9,621

OPERATING LEASES

The District leases copier equipment under an operating lease. Total lease expense for
fiscal year 2011 was $2,678.

Annual requirements to cover outstanding lease agreements at June 30, 2011 are:
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NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 10 -

NOTE 11 -

OPERATING LEASES (Continued)

Year Ending June 30 Total
2012 $ 3,570
2013 3,570
2014 3,570
2015 893
$ 11,603

RETIREMENT FUND COMMITMENTS

A

Teachers’ Retirement System of the State of lllinois

The District participates in the Teachers’ Retirement System of the State of lliinois
(TRS). TRS is a cost-sharing multiple-employer defined benefit pension plan that
was created by the lllinois legislature for the benefit of lllinois public school teachers
employed outside the city of Chicago.

The lllinois Pension Code outlines the benefit provisions of TRS, and amendments to
the Plan can be made only by legislative action with the Governor’s approval. The
State of lllinois maintains the primary responsibility for funding the Plan, but
contributions from participating employers and members are also required. The TRS
Board of Trustees is responsible for the System’s administration.

TRS members include all active nonannuitants who are employed by a TRS-covered
employer to provide services for which teacher certification is required. The active
member contribution rate for the year ended June 30, 2011 was 9.4% of creditable
earnings. The same contribution rate applies to members whose first contributing
service is on or after January 1, 2011, the effective date of the benefit changes
contained in Public Act 96-0889. These contributions, which may be paid on behalf
of employees by the employer, are submitted to TRS by the employer. The active
member contribution rate was also 9.4% for the years ended June 30, 2010 and
2009.

The State of lllinois makes contributions directly to TRS on behalf of the District’s
TRS-covered employees.

»  On-behalf contributions to TRS

The State of lllinois makes employer pension contributions on behalf of the
District. For the year ended June 30, 2011, State of lllinois contributions were
based on 23.10% of creditable earnings not paid from federal funds, and the
District recognized revenue and expenditures of $352,181 in pension
contributions that the State of lllinois paid directly to TRS. For the years ended
June 30, 2010 and June 30, 2009, the State of lllinois contribution rates as
percentages of creditable earnings not paid from federal funds were 23.38%
($315,447) and 17.08% ($216,207), respectively.

The District makes other types of employer contributions directly to TRS:

» 2.2 formula contributions
Employers contribute 0.58% of total creditable earnings for the 2.2 formula
change. This rate is specified by statute. Contributions for the year ended
June 30, 2011 were $8,935. Contributions for the years ended June 30, 2010
and June 30, 2009 were $8,120 and $7,589, respectively.
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NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 11 -

RETIREMENT FUND COMMITMENTS (Continued)

A

Teachers’ Retirement System of the State of Illinois (Continued)

>

Federal and special trust fund contributions

When TRS members are paid from federal and special trust funds administered
by the District, there is a statutory requirement for the District to pay an
employer pension contribution from those funds. Under a policy adopted by the
TRS Board of Trustees that was first effective for the fiscal year ended
June 30, 2006, employer contributions for employees paid from federal and
special trust funds will be the same as the State contribution rate to TRS.

For the year ended June 30, 2011, the employer pension contribution was
23.10% of salaries paid from federal and special trust funds. For the years
ended June 30, 2010 and June 30, 2009, the employer contribution was
23.38% and 17.08% of salaries paid from federal and special trust funds,
respectively. For the year ended June 30, 2011, salaries totaling $15,898 were
paid from federal and special trust funds that required employer contributions of
$3,672. For the years ended June 30, 2010 and June 30, 2009, required
District contributions were $11,892 and $7,286, respectively.

Early Retirement Option (ERO)

The District is also required to make one-time employer contributions to TRS
for members retiring under the Early Retirement Option (ERO). The payments
vary depending on the age and salary of the member.

The maximum employer ERO contribution is 117.5% and applies when the
member is age 55 at retirement.

For the year ended June 30, 2011, the District paid $0 to TRS for employer
contributions under the ERO program. For the years ended June 30, 2010 and
June 30, 2009, the District paid $0 and $91,566 in employer ERO contributions,
respectively.

Salary increases over 6% and excess sick leave

e If an employer grants salary increases over 6% and those salaries are
used to calculate a retiree’s final average salary, the employer makes a
contribution to TRS. The contribution will cover the difference in actuarial
cost of the benefit based on actual salary increases and the benefit based
on salary increases of up to 6%.

For the year ended June 30, 2011, the District paid $0 to TRS for employer
contributions due on salary increases in excess of 6%. For the years
ended June 30, 2010 and June 30, 2009, the District paid $0 and $0 to
TRS for employer contributions due on salary increases in excess of 6%,
respectively.

e If an employer grants sick leave days in excess of the normal annual
allotment and those days are used as TRS service credit, the employer
makes a contribution to TRS. The contribution is based on the number of
excess sick leave days used as service credit, the highest salary used to
calculate final average salary, and the TRS total normal cost rate (18.03%
of salary during the year ended June 30, 2011, as recertified pursuant to
Public Act 96-1511).
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NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 11 -

RETIREMENT FUND COMMITMENTS (Continued)

A

Teachers’ Retirement System of the State of lllinois (Continued)

>

Salary increases over 6% and excess sick leave (Continued)
For the year ended June 30, 2011, the District paid $0 to TRS for sick
leave days granted in the excess of the normal annual allotment. For the
years ended June 30, 2010 and June 30, 2009, the District paid $0 and $0
in employer contributions granted for sick leave days, respectively.

TRS financial information, an explanation of TRS benefits, and descriptions of
member, employer and state funding requirements can be found in the TRS
Comprehensive Annual Financial Report for the year ended June 30, 2010. The
report for the year ended June 30, 2011 is expected to be available in late 2011.

The reports may be obtained by writing to the Teachers’ Retirement System of the
State of lliinois, 2815 West Washington Street, P.O. Box 19253, Springfield, IL
62794-9253. The most current report is also available on the TRS Web site at
http://trs.illinois.gov.

lllinois Municipal Retirement Fund

»

Plan Description

The District’'s defined benefit pension plan for Regular employees provides
retirement and disability benefits, post retirement increases, and death benefits
to plan members and beneficiaries. The District’s plan is affiliated with the
lllinois Municipal Retirement Fund (IMRF), an agent multiple-employer plan.
Benefit provisions are established by statute and may only be changed by the
General Assembly of the State of lllinois. IMRF issues a publicly available
financial report that includes financial statements and required supplementary
information. That report may be obtained on-line at www.imrf.org.

Funding Policy

As set by statute, the Districts Regular plan members are required to
contribute 4.50% of their annual covered salary. The statute requires
employers to contribute the amount necessary, in addition to member
contributions, to finance the retirement coverage of its own employees. The
District’s annual required contribution rate for calendar year 2010 was 13.33%.
The District also contributes for disability benefits, death benefits and
supplemental retirement benefits, all of which are pooled at the IMRF level.
Contribution rates for disability and death benefits are set by the IMRF Board of
Trustees, while the supplemental retirement benefits rate is set by statute.

Annual Pension Cost
The required contribution for calendar year 2010 was $43,770.

Three Year Trend Information for the Regular Plan

Calendar Annual Percentage Net
Year Pension of APC Pension
Ending Cost (APC) Contributed Obligation
12/31/2010 $ 43,770 100% $ -
12/31/2009 40,098 100% -
12/31/2008 34,721 100% -
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NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 11 -

RETIREMENT FUND COMMITMENTS (Continued)

B.

lllinois Municipal Retirement Fund (Continued)

»

Annual Pension Cost (Continued)

The required contribution for 2010 was determined as part of the
December 31, 2008 actuarial valuation using the entry age normal actuarial
cost method. The actuarial assumptions at December 31, 2008 included (a)
7.50% investment rate of return (net of administrative and direct investment
expenses), (b) projected salary increases of 4% a year, attributable to inflation,
(c) additional projected salary increases ranging from 0.4% to 10% per year
depending on age and service, attributable to seniority/merit, and (d) post-
retirement benefit increases of 3% annually. The actuarial value of the
District's Regular plan assets was determined using techniques that spread the
effects of short-term volatility in the market value of investments over a five-
year period with a 20% corridor between the actuarial and market value of
assets. The District’'s Regular plan’s unfunded actuarial accrued liability at
December 31, 2008 is being amortized as a level percentage of projected
payroll on an open thirty year basis.

Funded Status and Funding Progress

As of December 31, 2010, the most recent actuarial valuation date, the Regular
plan was 68.47% funded. The actuarial accrued liability for benefits was
$888,183 and the actuarial value of assets was $608,126, resulting in an
underfunded actuarial accrued liability (UAAL) of $280,057. The covered
payroll for calendar year 2010 (annual payroll of active employees covered by
the plan) was $328,357 and the ratio of the UAAL to the covered payroll was
85%.

This schedule of funding progress presents multiyear trend information about
whether the actuarial value of plan assets is increasing or decreasing over time
relative to the actuarial accrued liability for benefits.

Schedule of Funding Progress

Actuarial UAAL as a

Actuarial Accrued Unfunded Percentage

Actuarial Value of Liability (AAL) AAL Funded Covered of Covered
Valuation Assets -Entry Age (UAAL) Ratio Payroll Payroll
Date (a) (b) (b-a) (a/b) (c) ((b-a)/c)
12/31/2010 $ 608,126 $ 888,183 $ 280,057 68.47% $ 328,357 85.29%
12/31/2009 519,213 833,490 314,277 62.29% 328,135 95.78%
12/31/2008 433,470 735,280 301,810 58.95% 299,579 100.74%

On a market value basis, the actuarial value of assets as of
December 31, 2010 is $654,585. On a market basis, the funded ratio would be
73.70%.

Social Security

Empioyees not qualifying for coverage under the Teachers’ Retirement System of

the State of lllinois or the lllinois Municipal Retirement Fund are considered “non-

participating employees”. These employees and those qualifying for coverage under

the lllinois Municipal Retirement Fund are covered under Social Security. The

District paid $25,386, the total required contribution for the current fiscal year.
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NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 12 -

NOTE 13 -

POST EMPLOYMENT BENEFIT COMMITMENTS

The District participates in the Teacher Health Insurance Security (THIS) Fund (Plan), a
cost-sharing, multiple-employer defined benefit postemployment healthcare plan that was
established by the lllinois legislature for the benefit of lllinois public school teachers
employed outside the City of Chicago. The THIS Fund provides medical, prescription, and
behavioral health benefits, but it does not provide vision, dental, or life insurance benefits
to annuitants of the Teachers’ Retirement System (TRS). Annuitants may participate in
the state administered participating provider option plan or choose from several managed
care options.

The State Employees Group Insurance Act of 1971 (5 ILCS 375) outlines the benefit
provisions of THIS Fund and amendments to the Plan can be made only by legislative
action with the Governor’s approval. The lllinois Department of Healthcare and Family
Services (HFS) and the lllinois Department of Central Management Services (CMS)
administer the Plan with the cooperation of TRS. The director of HFS determines the
rates and premiums for annuitants and dependent beneficiaries and establishes the cost-
sharing parameters. Section 6.6 of the State Employees Group Insurance Act of 1971
requires all active contributors to the TRS who are not employees of the State make a

“contribution to THIS Fund.

The percentage of employer required contributions in the future will be determined by the
director of HFS and will not exceed 105% of the percentage of salary actually required to
be paid in the previous fiscal year.

»  On behalf contributions to THIS Fund
The State of lllinois makes employer retiree health insurance contributions on behalf
of the District. State contributions are intended to match contributions to THIS Fund
from active members which were 0.88% of pay during the year ended June 30, 2011.
State of lllinois contributions were $13,556, and the District recognized revenue and
expenditures of this amount during the year.

State contributions intended to match active member contributions during the years
ended June 30, 2010 and June 30, 2009 were 0.84% of pay. State contributions on
behalf of District employees were $11,761 and $10,991, respectively.

»  Employer contributions to THIS Fund
The District also makes contributions to THIS Fund. The employer THIS Fund
contribution was 0.66% during the year ended June 30, 2011, and 0.63% during the
years ended June 30, 2010 and June 30, 2009. For the year ended June 30, 2011,
the District paid $10,167 to the THIS Fund. For the years ended June 30, 2010 and
June 30, 2009, the District paid $8,821 and $8,244 to the THIS Fund, respectively,
which was 100% of the required contribution.

The publicly available financial report of the THIS Fund may be obtained by writing to the
Department of Healthcare and Family Services, 201 S. Grand Ave., Springfield, IL 62763-
3838.

INTERFUND TRANSFERS

The District’s permanent transfers during the year ended June 30, 2011 are as follows:
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NOTE 13 -

NOTE 14 -

NOTE 15 -

INTERFUND TRANSFERS (Continued)

From To Amount
Authorized Transfers:
Working Cash Fund Educational Fund $ 70,722
Operations and Maintenance Fund Debt Services Fund 71,988
Capital Projects Fund Operations and Maintenance Fund 8,411
Total Permanent Transfers $ 151,121

The purpose of the transfer from the Working Cash Fund was to move Working Cash
Fund money to the fund with the most need. The purpose of the transfer from the
Operations and Maintenace Fund to the Debt Services Fund was to move the required
funds to pay for the Lease Certificates. The purpose of the transfer from the Capital
Projects Fund was to move remaining money from new construction to the Operations and
Maintenance Fund.

JOINT VENTURE - SPECIAL EDUCATION DISTRICT OF McHENRY COUNTY (SEDOM)

The District and seventeen other districts within McHenry County have entered into a joint
agreement to provide special education programs and services to the students enrolled.
Each member district has a financial responsibility for annual and special assessments as
established by the management council.

A summary of financial condition (cash basis) of SEDOM at June 30, 2010 (most recent
information available) is as follows:

Assets $ 12,894,518
Liabilities $ 864,864
Fund Equity 12,029,654

$ 12,894,518
Revenues Received $ 38,537,214
Expenditures Disbursed 37,003,257
Net Increase/(Decrease) in Fund Balance $ 1,533,957

Complete financial statements for SEDOM can be obtained from the Administrative Offices
at 1200 Claussen Drive, Woodstock, lllinois 60098.

RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; and injuries to employees.

The District is a member of the Collective Liability Insurance Cooperative (CLIC), a joint
risk management pool of school districts through which property, general liability,
automobile liability, crime, excess property, excess liability, and boiler and machinery
coverage is provided in excess of specified limits for the members, acting as a single
insurable unit.

The relationship between the District and CLIC is governed by a contract and by-laws that
have been adopted by resolution of each unit's governing body. The District is
contractually obligated to make all annual and supplementary contributions for CLIC, to
report claims on a timely basis, cooperate with CLIC, its claims administrator and
attorneys in claims investigation and settlement, and to follow risk management
procedures as outlined by CLIC. Members have a contractual obligation to fund any
deficit of CLIC attributable to a membership year during which they were a member.
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NOTE 15 -

NOTE 16 -

NOTE 17 -

NOTE 18 -

RISK MANAGEMENT (Continued)

CLIC is responsible for administering the self-insurance program and purchasing excess
insurance according to the direction of the Board of Directors. CLIC also provides its
members with risk management services, including the defense of and settlement of
claims, and establishes reasonable and necessary loss of reduction and prevention
procedures to be followed by the members.

The District is insured under a retrospectively-rated policy for workers’ compensation
coverage. Whereas, the initial premium may be adjusted based on actual experience.
Adjustments in premiums are recorded when paid or received.

During the year ended June 30, 2011, there were no significant reductions in insurance
coverage. Also, there have been no settlement amounts that have exceeded insurance
coverage. During the year ended June 30, 2011, there were no significant adjustments in
premiums based on actual experience.

CONTINGENCIES

The District is not aware of any pending litigation or potential nondisclosed liabilities that
management believes would have a material adverse affect on the financial statements.

LEGAL DEBT LIMITATION

The lllinois School Code limits the amount of indebtedness to 6.9% of the most recent
available equalized assessed valuation (EAV) of the District. The District’s legal debt
limitation is as follows:

2010 EAV $ 132,689,091
Rate 6.90%
Debt Margin $ 9,155,547
Current Debt 321,227
Remaining Debt Margin $ 8,834,320

SUBSEQUENT EVENTS

The District has evaluated subsequent events through September 21, 2011, the date on
which the financial statements were available to be issued.
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RILEY COMMUNITY CONSOLIDATED
SCHOOL DISTRICT NO.18
SCHEDULE OF CHANGES IN ASSETS AND LIABILITIES
ACTIVITY FUNDS
FOR THE YEAR ENDED JUNE 30, 2011

BALANCE BALANCE
JULY 1, 2010 ADDITIONS DEDUCTIONS JUNE 30, 2011
ASSETS
Cash and Cash Equivalents 3 12,971 $ 33,296 $ 37,591 $ 8,676
Investments 13,537 - - 13,537
$ 26,508 $ 33,296 $ 37,591 3 22,213
LIABILITIES
Amount Due to Activity
Class of 2007 $ 405 $ - $ 405 $ -
Class of 2008 158 - 158 -
Class of 2009 444 - 444 -
Class of 2010 1,956 - 39 1,917
Class of 2011 1,314 7,307 6,584 2,037
Class of 2012 1,439 328 586 1,181
Class of 2013 266 - - 266
Class of 2014 312 - - 312
Class of 2015 298 187 187 298
Class of 2016 224 - - 224
Class of 2017 167 - - 167
Class 0of 2018 - 733 754 21)
Yearbook 979 3,421 3,400 1,000
Aluminum 500 - - 500
Riley Foundation 1,027 - - 1,027
Learning Center Fund 7,911 3,440 3,287 8,064
Jump-Rope-For-Heart 24 770 770 24
Special Needs 396 15 15 396
Activity Fees 1,162 - - 1,162
Flower Fund 77 - 35 42
Art Fund - 1,809 1,726 83
Golf Tournament 2,448 - - 2,448
Music Program 1,614 11,102 10,229 2,487
Riley Against Drugs 610 - - 610
Dare Jr. High Program 468 - - 468
Technology Club 305 - - 305
Marengo Health Ciub 96 - - 96
Riley Humanitarian Award 121 250 25 346
General Fund 680 3,921 8,947 (4,346)
Interest Fund 1,107 13 - 1,120
$ 26,508 $ 33,296 $ 37,591 $ 22213

See Accompanying Independent Auditor's Report
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RILEY COMMUNITY CONSOLIDATED

SCHOOL DISTRICT NO.18

COMPUTATION OF OPERATING EXPENSE PER PUPIL AND

PER CAPITA TUITION CHARGE

FOR THE YEAR ENDED JUNE 30, 2011

EXPENDITURES:

ED Total Expenditures 2,459,296
O&M Total Expenditures 190,525
DS Total Expenditures 71,988
TR Total Expenditures 306,222
MR/SS Total Expenditures 93,798
TORT Total Expenditures 52,421
Total Expenditures 3,174,250

LESS RECEIPTS/REVENUES OR DISBURSEMENTS/EXPENDITURES NOT APPLICABLE TO THE REGULAR K-12 PROGRAM:
ED Special Education Programs K-12 - Private Tuition 34,460
ED Total Payments to Other District & Govt Units 97,942
ED Capital Outlay 29,381
ED Non-Capitalized Equipment 9,284
O&M Capital Outlay 9,228
DS Debt Service - Payments of Principal on Long-Term Debt 55,000
TR Debt Service - Payments of Principal on Long-Term Debt 60,469
TR Capital Outlay 64,500
Total Deductions 360,264

Total Operating Expenses (Regular K-12) 2,813,986
9 Mo ADA (See the General State Aid Claim for 2010-2011 (ISBE 54-33, L12) 288.44
Estimated OEPP 9,755.88
LESS OFFSETTING RECEIPTS/REVENUES:

ED Total Food Service 56,466
ED-O&M Total District/School Activity Income 20,729
ED Rentals - Regular Textbooks 31,719
ED Other Local Fees 1,171
ED-O&M-TR Total Special Education 105,897
ED State Free Lunch & Breakfast 833
ED-O&M-TR-MR/SS Total Transportation 145,118
ED-TR-MR/SS Reading Improvement Block Grant 5,740
ED-O&M-DS-TR-MR/SS School Safety & Educational Improvement Block Grant 1,397
ED-O&M-TR-MR/SS Total Restricted Grants-In-Aid Received Directly from Federal Govt 31,772
ED-MR/SS Total Food Service 33,685
ED-O&M-TR-MR/SS Total Title | 17,805
ED-O&M-TR-MR/SS Fed - Spec Education - IDEA - Flow Through/Low Incidence 64,571
ED-O&M-DS-TR-MR/SS-Tort Total ARRA Program Adjustments 26,516
ED-O&M-TR-MR/SS Title Il - Teacher Quality 10,927
ED-O&M-TR-MR/SS Medicaid Matching Funds - Administrative Outreach 3,885
Total Allowance for PCTC Computation 558,231
Net Operating Expense for PCTC Computation 2,255,755
Total Depreciation Allowance (from page 27, Col I) 128,201
Total Allowance for PCTC Computation 2,383,956
9 Mo ADA 288.44
Total Estimated PCTC 8,265.00

Unaudited
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