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INDEPENDENT AUDITOR'S REPORT

We have audited the accompary financial statements of the governmental activities, each major governmental
fund, and the aggregate remaining fund information of the Metro East Sanitary District in Madison and St. Clair
Counties, lllinois, as of and for the year en:ded Decembe2(®16, and the busineggpe activities and each

major enterprise fund as of and for the year ended March 31, 2016, and the related notes to the financial
statements, which collectively comprise the District's basic financial statements as listed ifetbé ¢abtents.

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 Statdmefica; 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. Those standards

require that we plan and perfo 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 medures 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 relevtre entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity's intermal.cdotordingly, 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 othe 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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Basis for Qualified Opinions on the Governmental Activities, the Businessype Activities and Each Major
Enterprise Fund

The District has not recognized the other pasiployment benefit (OPEB) expense or obligation which is

required in accordance with accounting principles generally accepted in the United States of America and under
Government Accounting Standards Board &) Statement No. 45, to be recorded in the goverrwetd

financial statements and in the enterprise fund financial statements. The effects of that departure on the financial
statements are not reasonably determinable. The District has also not diftdodedcriptive information about

the other posemployment benefits required by standards.

Qualified Opinion on the Governmental Activities, the Businesgype Activities and Each Major
Enterprise Fund

In our opinion, except for the missing recognitioatter described in the "Basis for Qualified Opinions on the
Governmental Activities, the Busin e3ype Activities and Each Major Enterprise Fund" paragraph, the
respective financial statements referred to above present fairly, in all material re$gefitgricial position of

the governmental activities of the Metro East Sanitary District in Madison and St. Clair Counties, lllinois, as of
December 31, 2016, and the respective changes in financial position, thereof, for the year then ended in
accordancevith accounting principles generally accepted in the United States of America

In addition, in our opinion, except for the missing recognition matter described in the "Basis for Qualified
Opinions on the Governmental Activities, the Busin&€gpe Activities and Each Major Enterprise Fund"

paragraph, the financial statements referred to above present fairly, in all material respects, the respective
financial positionof the businesgype activitiesandeachmajorenterprisdund of the Metro EastSanitaryDistrict

in Madison and St. Clair Counties, lllinois, as of March 31, 2016, and the respective changes in financial position
and cash flows, where applicable, thereof, for the year then ended in accordance with accounting principles
generally accepted imé United States dfmerica.

Unmodified Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of each major governmental fund and the aggregate remaining fundatidarof the Metro

East Sanitary District in Madison and St. Clair Counties, lllinois, as of December 31, 2016, and the respective
changes in financial position, thereof, for the year then ended in accordance with accounting principles generally
acceptedrn the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, budgetary comparison information, Multiyear Schedule of Changes in Net Pension
Liability and Related Ratios and Schedule of Eoyel Contributions on pagesld and Schedules-&, be pre-

sented 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, wheinsabe an essential part

of financial reporting for placing the basic financial statements in an appropriate operational, economic or histori-
cal context. We have applied certain limited procedures to the required supplementary information anaecord
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 irigs, 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 withisuaffievidence 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 the Metro East Sanitary District in Madison and St. Clair Counties, lllinois' basic financial statements.
The supplementary information artetother information sections, as listed in the table of contents, are presented
for purposes of additional analysis and are not a required part of the basic financial statements.

The supplementary information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the basic financial stat8oantrgormation has

been subjected to the auditipgpcedures 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 statenteritee basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the supplementary information is fairly stated, in all mategatsesp

in relation to the basic financial statements as a whole.

The other infonnation has not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or providesangre® on it.

o/fL A-

Edwardsville, Illinois
May 16, 2017



METRO EAST SANITARY DISTRICT
MANAGEMENT'S DISCUSSIONAND ANALYSIS

DECEMBER 31, 2016 (MARCH 31, 2016 FOR BUSINESSYPE ACTIVITES)

The Metro East Sanitary District (tHiBistrict") management's discussion and analysis is designed to (1) assist the
reader in focusing on significant financial issues, (2) provide an overview of the District's financial activity, (3)

identify any materiatleviations from the financial plan (the approved budget) and (4) identify individual fund issues
or concerns.

The governing board of the District exercises control over the Lansdowne Thiadlison and Venice Sewer

Systems relative to rates for user &mrges, employees, disbursements and bond issuance authorization and debt
requirements. This System has a fiscal year end which differs from that of the District. Financial information for
the Lansdowne Trunk included in the accompanying financiamsiats is financial information from Lansdowne's
fiscal year ended March 3 1, 26.1

Since Management's Discussion and Analysis (MD&A) is deign focus on the current year's activities,
resulting changes and currently known facts, please read it with the District's financial statements.

Financial Highlights

As noted in Exhibit A, total assets and deferred outflows of resources for the gewntah activities

totaled $24269,143 with $11,724,015 being invested in capital assets, $7,188,683 invested in cash and
certificates of deposit, $101,971 restricted for Corps of Engineers projects, $3,78&;60@bles,

$322,866 prepaids, $332 accrurtérest income and $I, 140,667 deferred pension contributions.

Also as noted in Exhibit A, total assets and deferred outflows of resources for the btygdeesstivities
totaled $7,291,632 with $5,633,746 being invested in capital assets, $896,960 invested in cash and
certificates of deposit,$ | 1,841 restricted floe 203 Pump Station, $463,478 receivable from sewer
customers, $440 accrued interest income and $285,167 deferred pension contributions.

The District's net position, as noted in Exhibit B, decreased by $2,347T8&7/governmental net position
decreasa by $974,316 and the businesgpe activities net position decreased by $ 1,378,07

The District's combined Governmental Funds ending fund balance decreased $138,076, as noted in Exhibit
E.

USING THE FINANCIAL SECTION OF THIS ANNUAL REPORT

The finarcial statement's focus is on both the District as a whole (goveramedaj and on the major individual
funds. Both perspectives (governmavitle and major fundallow the user to address relevant questions, broaden a
basis for comparison and enhance th&tiizt's accountab ility

GovernmentWide Financial Statements

The governmenwide financial statements are designed to emulate the corporate sector in that all governmental and
businesgype activities areonsolidated into columns which add to a total for the Primary Government. The
businesdype activities are a blended component unit of the District. The focus of the Statement of Net Position
(the "Unrestricted Net Position") is designed to be simddsdttom line results for the District and its governmental

and businestype activities. This statement combines and consolidates governmental fund's current financial
resources (shoterm spendable resources) with capital assets andtéongobligatios using the accrual basis of
accounting and economic resources measurefoens.



METRO EAST SANITARY DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)
DECEMBER 31,2016(MARCH 31,2016FOR BUSINESSTYPE ACTIVITES)

The Statement of Activities is focused on both the gross and net cost of various activities (including governmental
and businesgype), which are supported by the governmengeneral taxes and other resources. This is intended to
summarize and simi the user's analysis of the costvafriousgovernmental services and/or subsidy to various
businesgype activities.

The Governmental Activities reflect the District's basic services, including surface water drainage, levee repairs and
administration. Property taxes and replacement taxes finance the majority of these services. Thetypsiness
activities reflect privatesector type operations (Sewerage Fund), where the fee for service typically covers all or
most of the cost of operations, including depreciation

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain controles@rrces that have been segregated for
specific activities or objectives. The Fund Financial Statement allows the demonstration of source and uses and/or
budgeting compliance associated therewith. Traditional users of governmental financial statemé&ntstivl

Fund Financial Statements presentation more familiar. The focus is now on major funds, rather than fund types. All
of the funds of the District can be divided into three categories: governmental funds, proprietary funds and fiduciary
funds.

Govenmental Funds

The Governmental Major Fund Presentation is presented on a sources and uses of liquid resources basis (current
financial resources measurement basis). This is the manner in which the financial plan (the budget) is typically
developed. The éiw and availability of liquid resources is a clean and appropriate focus of any analysis of a
government. The focus of governmental funds is narrower than that of the Govei#iderfEinancial Statements.

The District maintains five individual governmentahds. Information is presented separately in the Governmental
Fund Balance Sheet and in the Governmental Fund Statement of Revenues, Expenditures and Changes in Fund
Balances for the General and Tort Liability fundsich are both considered to be mafonds Data from the other
governmental funds are combined into a single, aggregated presentatividual fund data for each of these non-
major governmental funds is provided in the form of combining statements elsewhere in this report.

Proprietary Funds

An Enterprise Fund is used to report the same functions presented in BdstpesActivities in the Government-
Wide Financial Statements

Proprietary Fund Financial Statements provide the same type of information as the Gové&kfideeRinancial
Statements, only in more detail. The Sewer Fund is considered a major fund of the District and is presented in
Proprietary Fund Financial Statements

Fiduciary Funds

The Fund Financial Statements also allow the government to address its Fiduciary Fund (Blue Water Ditch Fund).
While this fund represents trust responsibilities of the government, these assets are restricted in purpose and do not
represet discretionary assets of the government. Therefore, these assets are not presented as part of the
GovernmemWide Statements.

While the busines$ype activities column on the Proprietary Fund Financial Statements is the same as the business-
type columnat the GovernmerVide Financial Statement, the Governmental Funds Total column requires a
reconciliation because of the different measurement focus (current financial resources versus economic resources)
which is reflected on the page following eachesta¢nt. The flow of current financial resources will reflect bond
proceeds and interfund transfers as other financial sources, as well as capital expenditures and bond principal
payments as expenditures. The reconciliation will eliminate these transaatidmscorporate the capital assets and
long-term obligation (bonds and others) into the governmental activities column (in the Goveifident

Statements).

Notes to the Financial Statements
The notes provide additional information that is essential tdl afiderstanding of the data provided in the
GovernmemWide and Fund Financial Statements.

-5-



METRO EAST SANITARY DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)
DECEMBER 31,2016(MARCH 31,2016FOR BUSINESSTYPE ACTIVITES)

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information including the major governmental fund budgetary schedules and data concerning the
District's obligation to provide pesion benefits to its employees.

Infrastructure Assets

Historically, a government's largest group of assets (infrastructogeds, bridges, storm sewers, etc.) have neither

been reported nor depreciated in governmental financial statements. This statmn@es that these assets be

valued and reportedithin the Governmental column of the Governm#Vide StatementsAdditionally, the

government must elect to either (I) depreciate these assets over their estimated useful life, or (2) developfa system o
asset management designed to maintain the service delivery potential to near perpetuity. If the government develops
the asset management system (the modified approach), which periodically (at least every third year), by category,
measures and demonstittes maintenance of locally established levels of service standardgmtbenmenmay

record its cost of maintenance in lieu of depreciation. The District has chosen to depreciate assets over their useful
life.

GOVERNMENT -WIDE STATEMENTS

Statement of Net Position

As noted in Exhibit 8, the District's overall financial position had a significant decline over the past year resulting in
a decrease in combined net position, decreasing by $2,347,387 from $26,135,098 to $23,787,711. Governmental
activities had a decrease of $974,316 from $20,161,127 to $19, | 86,811 and btygiresstivities had a decrease
0f$1,373,071 from $5,973,971 to $4,600,900. As noted in Exhibit A, net position for governmental activities total
$19,186,811with $11,724,015 being investedn capitalassetgbuildings,roads equipmentetc), netofrelateddebt.

The net position of the businesge activities total $4,600,900ith $3,838,000 invested in capital assets, net of
relateddebt.

Listed below are the District's assets and deferred outflows for fiscal years 20 |1 6 and 2015, including a column
noting changes (increases/decreases) from 2015.

Table 1: Statement of Assets and Deferred Outflows

Total PrimaryGovernment

Increase/
2016 2015 (Decrease)
Other assets $ 12,777,180 $ 14,060,036 $ (1,282,856)
Capitalassets 17,357,761 17,846,101 _ (488,340)
Totalassets $ 30,134,941  $31,906,137 $ (1,771,196)
Deferred outflows of resources
Pensiorcontributions $ 1,425,834 $ 694,194 $ 731,640




METRO EAST SANITARY DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)
DECEMBER 31,2016(MARCH 31,2016FOR BUSINESSTYPE ACTIVITES)

Listed below are the District's liabilities and deferred inflows for fiscal years 2016 and 20 | 5, including a column
noting changes (increases/decreases) from 20 | 5.

Table 2: Statement of Liabilities and Deferred Inflows

Total Primary Government

Increase
2016 2015 (Decrease)

Accounts payable $486444 $418,062 $68,382
Due to (from) other funds 11,300 44,300 (33,000)
Accrued payroll 110,284 120,120 (9,836)
Current portion of longerm debt 163,716 163,716
Long-term liabilities 3,357,179 2.396.774 960,405

Total liabilities $4.128923 $3.142.972 $985.951
Deferred inflowsof resources $3.644.141 $3,322,261 $321,880

For more detailed information see the Statement of NeitiBns

Net position of the Distric 8 governmental activities decreased from,$80,127 to $19,186,811. This was a

4.83% decrease from the previous year. The District's unrestricted net position for governmental activities; the part
of net position that can be used to finance-ttaglay ogerations, was $1,745,127. Net investment in capital assets
totaled $11,724,015. Restricted assets totaled $5,717,669 with $101,971 restricted for escrow accounts, $2,553,536
restricted for tort immunity, $2,651,910 restricted for levee rehabilitation 4h@,$52 restricted for auditing,

municipal retirement and social security.

Net position of the District's businegge activities decreased from $5,973,971 to $4,600,900. The District can use
the unrestricted net position of $751,059 to finance the w©oimty operation of its sewage treatment facility. The
investment in capital assets, net of related debt totaled $3,838,000. Restricted net position tot8kt ft the

203 Pump Station.

Normal Impacts on Net Position

There are six basic (normal) trgactions that will affect the comparability of the Statement of Net Position summary
presentation

Net Results of Activities- which will impact (increase/decrease) current assets and unrestricted net position.
Borrowing for Capital - which will increase current assets and ldaagm debt.

Spending Borrowed Proceeds on New Capitalwhich will reduce current assets and increase capital assets
There is a second impact, an increase in the investment in capital assets and an in@kded debt, whickwill

not change the investment in capital assets, netlafeddebt.

Spending of Nonborrowed Current Assets on New Capital which will (a) reduce current assets and increase

capital assets and (b) will reduce unrestricted netiposand increase investment in capital assets, net ofrelated
debt.

Principal Payment on Debt- which will (a) reduce cmTent assets and reduce-tengn debt and (b) reduce
unrestricted net position and increase investment in capital assetf relate debt.

Reduction of Capital Assets through Depreciatiorr which will reduce capital assets and investment in capital
assets, net of related debt.

-7-



METRO EAST SANITARY DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)
DECEMBER 31,2016(MARCH 31,2016FOR BUSINESSTYPE ACTIVITES)

Current Year Impacts on Net Position
The District's combined net position (which are the District's bottom line) decreased by $2,347,387, which was the
result of the governmental activities net position decreasing by $974,316 and the biygieesdivities net position
decreasing by $1,37371.

Changes in Net Position
The following table shows the condensed revenue and expenses of the District's activities:

Table 3: Changes in Net Position

Total Total
Governmental BusinessType Primary Primary
Activities Activities Government  Government
12/31/16 03/31/16 2016 2015
Revenues
Program Revenues
Charges for services $ 391,474 $ 2,558,230 $ 2,949,704 $ 2,889,060
General revenues
Taxes:
Property 3,082,047 - 3,082,047 2,987,831
Payment in lieu of taxes 20,965 - 20,965 18,619
Replacement 1,477,367 - 1,477,367 1,427,331
Other revenue 12,525 20,291 32.816 27493
Total revenues 4,984,378 2,578,521 7,562,899 7,350,334
Expenses
Governmental Activities
General government 2,661,833 2,661,833 2,036,832
Drainage and sanitation 3,296,861 3,296,861 3,295,736
BusinessType Activities
Sewerage system 3.951.592 3,951,592 3.109.005
Total expenses 5.958.694 3.951.592 9,910,286 8.441 573
Changes in net position (974,316) (1,373,071) (2,347,387) (1,091,239
Net Position Beginning 20.161.127 5973971 26.135.098 27,226,337

Net Positiont Ending

$ 19,186,811 $ 4,600,900 $ 23,787,711 $ 26,135,098




METRO EAST SANITARY DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)
DECEMBER 31,2016(MARCH 31,2016FOR BUSINESSTYPE ACTIVITES)

Normal Impacts on Revenues and Expenses
There are eight basic impacts on revenues and expenses as reflected below.
Revenues:

Economic Condition - which can reflect a declining, stable, or growing economic environment and has a
substantial impact on replacement tax, utility revenue as well as public spending habits for volumes of
consumption.

Increase/Decrease in DistrictApproved Rates- while cetain tax rates are set by statute, the District
Board has significant authority to impose and periodically increase/decrease rates (property taxes and
sewage treatment)

Changing Patterns in Intergovernmental and Grant Revenue (both recurring and nofrecurring) -
certain recurring revenues (Stetleare revenues, etc.) may experience significant changes periodically
while nonrrecurring (or ondime) grants are less predictable and often distorting in their impagtanto-
year comparisons.

Market Impacts on Investment Income- the District's investment portfolio is managed using a similar
average maturity to most governmenbkgarket conditions may cause investment income to fluctuate

Expenses:

Introduction of New Program - within the functional expense categories (General Government and
Drainage and Sanitation) individual programs may be added or deleted to meet changing community needs

Increase in Authorized Personnel changes in service demand may cause the District Board to
increase/decrease authorized staffing. Staffing costs (salary and related benefits) represent a significant
amount of the District's General Fund and Sewerage System Fund operating costs

Salary Increases (annuahdjustmentsand merit) - the ability to attracand retain human and intellectual
resources requires the District to strive to approach a competitive salary range position in the market place.

Inflation - while overall inflation appears to be reasonably modest, the District is a major consumer of
cerfain commodities such as supplies, fuels and parts. Some functions may experience unusual
commodityspecific increases.

Current Year Impacts
Governmental Activities

Revenues and Expenses:

Revenues for governmental activities increased by $304,024 or 6.50% to a total of $4,9BAp&r’es
increased by $626,126 or 11.74% to a total of $5&%8 Expensesxceededevenue by $974,316

General governmental expenses increased by $625,00lyrdake toapproximately$454,000 in additional
pension expense and approximately $107,000 in additional insurance expeaskainage and sanitation
expenses increased by $I, 125.



METRO EAST SANITARY DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)
DECEMBER 31,2016(MARCH 31,2016FOR BUSINESSTYPE ACTIVITES)

BusinessType Activities

Revenues and Expenses:

Revenues for the businegge activities decreased by $91,459 or 3.43% to a total of $2,578,521.

Operating expenses increased by $842,587 or 27.10% to a total of$3,95 1,592. Overall expenses exceeded
revenues by $1,373,071. Opengtiexpenses increased mainly due to the approximate $ | 85,000 increase

in pension expense, approximate $191,000 increase in sewer repairs, and approximate $590,000 increase in
secondary treatment expense.

FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS
Govenmental Funds
The Governmental Funds reported a combined fund balance of$7,798,677. This is a decrease 0f$138,076
or 1.74% from the previous year. Of the total fund balance, $1,774,362 is unassigned indicating
availability for continuing District service®estricted fund balance of$5,701,449 includes $2,544,203 for
tort immunity, $2,651,910 for levee rehabilitation and $505,336 for other restrictions. The nonspendable
funds include $322,866 for prepa@kpenses.

The General Fund is the District's main operating fund and the largest sourcetofddgyservice
delivery. Expenditures exceeded revenues by $1 15,124

Proprietary Funds
The Proprietary Funds total net position is,6@0,900, which is a decrease of$713,071 0122.98%.
GENERAL FUND BUDGETARY HIGHLIGHTS

Table 4: General Fund Budgetary Highlights

2016
Original and
Final 2016 2015
Budget Actual Actual
Revenues $4,435,102 $4,598,732 $4,279,13:
Expenditures 4.838.000 4,713,856 4.656,57(
Net Change in
Fund Balance $ (402.898) $(115.124) $ (377.438)

General Fund actual revenues were $4,598,732 or 3.69% more than the final budget.

General Fund actual expenditures were $4,713,8565@86 less than the final budget. Various insurances, salaries,
motor fuel and lubricants, general maintenance materials and supplies and equipment purchases were responsible for
the actual expenditures to be less than the final budget.

The District's netrivestment in capital assets for its governmental and busiyyessctivities totaled $15,562,015,
which is $368,624 or 2.31% less than the previous year. Thavestmenin capital assets includes land,
buildings, equipment, and improvements other thaderground systems, and infrastructure as well as the related
debt.

Please see the accompanying financial statements notes for additional information related to the District's capital
assets.

-10-



METRO EAST SANITARY DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)
DECEMBER 31,2016(MARCH 31,2016FOR BUSINESSTYPE ACTIVITES)

For additional information related to the District's busiAgge fund, please see the District Clerk for copies of
separately issued financial statements (see below for address).

DEBT OUTSTANDING
The District's longterm debt related to the following:
Replacement taxes overpayment totaling $71,439, a decrease 0f$92,679 or 56.47% from the previous year
Net pension liability totaling $1,179,905, an increase 0of$1,172,742 or 164% from the prgzdous

Compensated absences totaling $473,805, an incoé®58 from the previous year.

The BusinesSype Activities Sewer Funds has an additional kegn debt of$1,676,030 for the repayment ofa
project funded through the lllinois Environmental Protection Agency (IEPA).

The District has a legal debt margin 0f$43,791,176.
Please see the accompanying financial statements notes for additional information related to outstanding debt.
ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

Thefocus of nexyear'sbudget will be on the District's efforts to ensure the tggrgn health of the District's
General Fund. This Fund pays for most District services except sewage treatment.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT
This financial report is designed poovide our citizens, customers and creditors with a general overview of the
District's finances and to demonstrate the District's accountability for the money it receives. Questions concerning

this report or requests for additional financial informatitwould be directed to Rosemarie Heath, District Clerk,
Metro East Sanitary District, 1800 Edison Avenue, PO Box | 366, GranitelCi§2040.

-11 -



EXHIBIT A

METRO EAST SANITARYDISTRICT
ST._C_LAIR AND MADISON COUNTIES ILLINOIS
STATEMENT OF NET POSITION

DECEMBER 31,2016 MARCH 31, 2016

GOVERNMENTAL BUSINESSTYPE
__ ACTIVITIES ACTIVITIES TOTAL
ASSETS AND DEFERRED OUTFLOWS OF
RESOURCES
Cash and Cash Equivalents $ 1,445,859 $ 896,960 2,342,819
Investments Certificates of Deposit 5,742824 5,742,824
Restricted Cash
203 Pump Station 11,841 11,841
Design Escrow 1,701 1,701
Corps of Engineers 100,270 100270
Receivables:
Property Taxes 3,524078 3,524,078
Repbcement Taxes 224591 224,591
Other 41,940 41,940
System Customers, Net 463478 463478
Prepaid Expenses 322866 322866
Accrued Interest Income 332 440 772
Capital Assets
Land 1,715,418 191,000 1,906418
Assets BeindDepreciatedNet 10,008,597 5,442,746 15451343
Total Assets $ 23128476 % 7,006,465 30,134941
Deferred Outflows of Resources
Relatedto Pension $ 1,140,667 $ 285167 1,425834
Total Assets and Deferred
Outflows of Resources $ 24269143 $ 7,291632 31,560,775
LIABILITIES. DEFERRED INFLOWS OF
RESOURCES AND NET POSITION
Accounts Payable $ 61684 $ 424760 486444
Due to (from) Other funds (73,900) 85,200 11,300
Accrued Ryroll 110,284 110,284
Current Portion of Longerm Liabilities 35,000 128716 163,716
Noncurent Liabilities:
Replacement Taxes Overpayment 71,439 71,439
Compensated Absences 340389 89,416 429805
Net Pension Liability 943924 235981 1,179,905
Illino isEPA Loan 1,676,030 1,676,030
Total Liabilities $ 1,488820 $ 2,640103 4,128923
Deferred Inflows of Resources:
Unavailable Property Taxes $ 3390998 $ 3,390998
Related to Pension 202514 50,629 253143
Total Deferred Inflows of Resources $ 3593512 % 50,629 3,644,141
Net Position
Net Investment in Capital Assets $ 11,724015  $ 3,838000 15,562015
Restricted for
Escrow Accounts 101,971 101971
203 Pump Station 11,841 11,841
Auditing 24,868 24,868
Municipal Retirement 116,310 11 6310
Social Security 269,074 269074
Tort Immunity 2,553536 2,553536
Levee Rehabilitation 2,651,910 2,651,910
Unresticted 1,745127 751059 2,496,186
Total Net Position $ 19186811  $ 4,600900 23,787,711
Total Liab ili ties, Deferrednflows
of ResourceandNetPosition $ 24269143 $ 7,291,632 $ 31,560,775

See accompanying notes to the lzafinancial statements.
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FUNCTIONS/PROGRAMS

PRIMARY GOVERNMENT:
Governmental Activities:
FortheYear Ended December 3, 2016
General Government
Drainege and Sangtion

Total Governmental Activities

BusinesstypeActivities :
FortheYear Ended March 31, 2016
Sewerage System

Total Primary Government

METRO EAST SANITARY DISTRICT
ST.CLAIR AND MADISON COUNTIES.ILLINOIS
STATEMENT OF ACTIVITIES

NET (EXPENSE) REVENUE AND
CHANGESIN NETPOSITION

EXHIBIT B

PROGRAMREVENUES PRIMARY GOVERNMENT
CHARGES OPERATING CAPITAL TOTAL TOTAL
FOR GRANTS AND GRANTS AND GOVERNMENT AL BUSINESSTYPE
EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS ACTIVITIES ACTIVITIES TOTAL
$ 2,661 833 $ 391,474  $ $ $ (2,270359) % $ (2,270,359)
3,296,861 (3,296861) (3,296,861)
_$5958694 $ 391474 $ $ $ (5,567,220) $ $  (5567,220)
$ 3951592 $ 2558230 $ $ (1,393362) $  (1,393,362)
$9.910.286 $ 2949704 (5,567,220) $ (1,393,362) $ (6,960,582
GENERAL REVENUES:
Taxes
PropertyTaxes $ 3,082047 $ $ 3,082047
Paymergin Lieu of Taxes 20,965 20,965
Replacement Taxe 1,477,367 1,477,367
Interestincome 23711 2,661 26,372
Miscellaneous 6,444 6,444
Transfersto (from) (17,630) 17,630
Total GeneraRevenues $ 4592904 % 20291 3% 4,613,195
CHANGE IN NET POSITION (974316) $ (1,373,071) $ (2,347387)
NET POSITION- BEGINNING 20,161,127 5,973,971 26,135098
NET POSITION- ENDING 19,186,811 $ 4,600,900 $ 23787,711

See accompanyingptesto thebasicfinancial statements.
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METRO EAST SANITARY DISTRICT
ST. CLAIR AND MADISON COUNTIES. ILLINOIS
BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31. 2016

EXHIBITC

TORT OTHER
GENERAL LIABILITY GOV'T
FUND FUND FUNDS TOTAL
ASSETS:
Cash and Cash Equivalents $ 492251 $ 742761 $ 210,847 $ 1,445,859
Investments Certificates of Deposit 3,729145 1,891,423 122,256 5,742,824
Restricted Cash
Design Escrow 1,701 1,701
Corps of Engineers 100,270 100,270
Receivables:
Property Taxes 3,118,432 405,646 3,524,078
Replacement Taxes 224,591 224,591
Due from Other Funds 85,739 85,739
Due from Component Unit 73,900 73,900
Other 41,940 41,940
Prepaid Expenses 322866 322,866
AccruedInterestincome 243 89 332
Total Assets $ 8,105,339 $ 2,634,184 $ 824577 $ 11,564,100
LIABILIT IES:
Accounts Payable $ 44,115 $ $ 17,569 $ 61,684
Replacement Taxes Overpayment 71,439 71,439
Accrued Payroll 102,525 7,759 110,284
Due to Other Funds 85,739 85,739
Total Liabilities $ 303818 $ $ 25,328 $ 329146
DEFERRED INFLOWS OF RESOURCES
UnavailablePropertyTaxes $ 3,040,393 $ $ 395,884 $ 3436277
FUND BALANCES:
Nonspendab te
PrepaidExpenses $ 322866 $ $ $ 322,866
Restricted
Escrow Accounts 101,971 101,971
Auditing 24,326 24,326
Municipal Retirement 112,867 112,867
Social Security 266,172 266,172
Tort Immunity 733,826 1,810,377 2,544,203
Levee Rehabilitation 1,828,103 823807 2,651,910
Unassigned 1,774362 _ 1,774362
Total FundBalances $ 4,761,128 $ 2,634,184 $ 403365 $ 7,798,677
Total Liabilities, Deferred Inflows of
Resources anBundBalances $ 8,105,339 $ 2,634,184 $ 824577 $ 11,564,100

See accompanying nat¢o the basic financial statements.
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EXHIBIT D

METRO EAST SANITARY DISTRJICT
ST. CLAIR AND MADISON COUNTIES. ILLINOIS
RECONCILIATIONOFTOTAL GOVERNMENTAL FUND BALANCES
TONETPOSITIONOFGOVERNMENTAL ACTIVITIES
DECEMBER 31,2016

Total governmental fund balances $ 7,798,677

Amounts reported for governmental activities in the statement of net
position are different because:

Capital assets of $18,558,333, net of accumulated depreciation of
$6,834,38, used in governmental activities are not financial
resources and, therefore, are not reported in the governmental funds. 11,724,015

Long-term liabilities, including compensated absences, are not due and
payable in the current period and, therefore, are not reported in the
governmental funds. (375,389)

Uncollected property taxes are not available to pay for current period
expenditures and, thdoge, are not recorded in the funds. 45,279

Net pension benefit (obligation) and related deferred outflows and inflows
are not due and payable in the current period and, therefore, are not
reported in the governmental funds. (5,771

Net position of governmental actives $ 19.186.811

See accompanying notes to the basic finarstaements
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METRO EAST SANITARYDISTRICT
ST. CLAIR AND MADISON COUNTIES.ILLINOIS

ST ATEMENT OF REVENUESEXPENDITURES

AND CHANGES IN FUNDBALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31. 2%

EXHIBIT E

TORT OTHER
GENERAL LIABILITY GOVT
FUND FUND FUNDS TOTAL
REVENUES:
Taxes:
PropertyTaxes $ 2,772,200 $ $ 350,925 $ 3,123,125
Intergovernmental Revenues:
Replacement Taxes 1,391,628 85,739 1,477, 367
Payment in Lieu of Taxes 20,965 20,965
Building Rental 12,000 12,000
Fines and Fees:
LicensesaandPermits 137,536 137,536
Farm Ground Rental 3,096 3,096
Pumping Services 2419 38 241,938
Interest Income 16,021 7,223 467 23,711
Sale of Surplus Property and Scrap 143 143
Miscellaneous Revenuaad Reimbursements 3,205 3,205
Total Revenues $_ 4,598,732 $ 7,223 $ 437131 $ 5,043,086
EXPENDITURES:
Current:
Administration $ 1,700169 $ $ 467,306 $ 2,167475
Engineering 22,164 22,164
General Maintenance 1,921,961 1,921,961
Project Cost Pumping 1,069562 _ 1,069,562
Total Expenditures $_ 4,713,856 $ $ 467306 $ 518112
NET CHANGE INFUND BALANCES $  (115,124) $ 7,223 $  (30,175) $ (1 38,076)
FUND BALANCES, BEGINNING OF YEAR 4,876252 2,626,961 433,540 7,936,753
FUND BALANCES, ENDOFYEAR $ 4,761,128 $ 2,634,184 $ 403,365 $ 7,798,677

Seeaccompanyingotes to the basic financial statements.
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EXHIBITF

METRO EAST SANITARY DISTRICT
ST. CLAIR AND MADISON COUNTIES. ILLINOIS
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2016

Net change in fund balancesotal governmental funds $ (138,076)

Amounts reported for governmental activities in the statement of activities
are different because:

Compensated absences and related transfers reported in the statement
of activities do not require the use of current financial resources and
therefore are not reported as expenditures in the governmental funds. (19,250)

Governmental funds report capital outlay apenditures. However,
in the governmentide statement of activities and changes in net
position, the cost of those assets is allocated over their estimated
useful lives as depreciation expense. This is the amount by which
depreciation expense exceeds capital outlay in the current period,
including gains or losses on dispositions of fixed assets. (282,349)

Property tax revenues in the statement of acisithat do not provide
current financial resources are not reported as revenues in the funds. (41,078)

Changes in the net pension benefit (obligation) is only reported in the

statement of activities. (493,563
Change in net position of governmental activities $ (974.316)

See accompanying notes to the basic financial statements.
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METRO EAST SANITARY DISTRICT
LANSDOWNE TRUNK- MADISON AND VENICE SEWERAGE SYSTEM

ST. CLAIR AND MADISON COUNTIES, ILLINOIS
STATEMENT OF NET POSITION
ENTERPRISE FUND

MARCH 31, 2016

ASSETS AND DEFERRED OUTFLOWS ORESOURCES

Current Assets:
Cash and Cash Equivalents
Accounts ReceivabléNet
Accrued Interest Income
Total Current Assets
Noncurrent Assets:
Restricted Cash203PumpStation
Capital Assets Net

EXHIBIT G

Total Assets
Deferred Outflows of Resources:
Related to Pension

Total Assets and Deferred Outlfowd Resources

LIABILITIES AND DEFERRED INFLOWS OF RESOURCES:
Current Liab ilities.
Accounts Payable
Due to Metro East Sauity District
Current Portion of Long erm Debt:
Illinois EPA loan
Compensated Absences
Total Current Liabilities
Noncurrent Liabilities:
Illinois EPA loan
Compensated Absences
Net Pension Liab ity
Total Noncurrent Liabilities

Total Liabilities

Deferred Inflows of Resources:
Related to Pension

Total Liabilities and Deferred Inflows of Resources
NET POSITION:
Net Investment in Capital Assets
Restricted for:

203 Pump Station
Unrestricted

Total Net Position

Total Liabilities and Net Position

See accompanying notes to the basic financial statements.
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$ 896,960
463,478
440

S _1360878
$ 11,841
5,633,746
$7,006,46!
$ 285,16
$ 7,291,632
$ 424,760
85,200
119,716
9,000

$ 638,676
$ 1,676,030
89,416
235981

3 2001427
$ 2,640,103
$ 50,629
$ 2,690,732
$ 3,838,000
11,841
751,059

$ 4,600,900
$ 7,291,632




METRO EAST SANITARY DISTRICT

EXHIBITH

LANSDOWNE TRUNK- MADISON AND VENICE SEWERAGE SYSTEM

ST. CLAIR AND MADISON COUNTIES. ILLINOIS
STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND NET POSITION

ENTERPRISE FUND
FOR THE YEAR ENDED MARCH 31, 2016

OPERATING REVENUES:
Sewer Fees
Lien Fees and Miscellaneous Charges

Total Operating Revenues
OPERATING EXPENSES:
Personnel Services
Contractual Services
Materials and Supplies
Maintenance and Repairs
Secondary Treatment

Miscellaneous
Depreciation

Total Operating Expenses
OPERATING LOSS

NONOPERATING REVENUES (EXPENSES):
Interest Income

LOSS BEFORE TRANSFERS

TRANSFERS FROM METRO EAST SANITARY DISTRICT
CHANGE IN NET POSITION

NET POSITION, BEGINNING OF YEAR

NET POSITION, END OF YEAR

See accompanying notes to the basic financial statements.
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$ 2,546,414

11,816

L_b558,230

$ 1,166,341
403,541
54,169
439,996
1,678,933
2,621

205,991

$ 3,951,592

$ (1,393,362)

$ 2,661

$ (1,390,701)

17,630

$ (1,373,071)

5,973,971

$ 4,600,900




EXHIBIT |

METRO EAST SANITARY DISTRICT
LANSDOWNE TRUNK- MADISON AND VENICE SEWERAGE SYSTEM
ST. CLAIR AND MADISON COUNTIES. ILLINOIS
STATEMENT OF CASH FLOWS
ENTERPRISE FUND
FOR THE YEAR ENDED MARCH 31. 2016

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Receipts from Customers $ 2,671,303
Cash Payments to Suppliers and Others (2,423,341
Cash Payments to Employees for Services (984,851)
Net Cash Used by Operating Activities $ 736,889)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Transfers from Metro East Sanitary District $ 17,630
Net Cash Provided by Noncapital Financing Activities $ 17,630

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ATIVITIES:

Repayments on lllinois EPA Loan $ (119,716)
Net Cash Used by Capital and Related Financing Activities $ (119.716)
CASH FLOWS FROM INVESTING ACTIVITIES:
Interest Earned on Investments $ 2,941
Net Cash Provided by Investing Activities $ 2.941
NET DECREASE IN CASH AND CASH EQUIVALENTS $ (836,034)
CASH AND CASH EQUIVALENTS- BEGINNING OF YEAR 1,744 ,83¢
CASH AND CASH EQUIVALENTS- END OF YEAR $ 908,801

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES:

Operating Loss $ (1,393,362)
Adjustments to Reconcile Operating Income (Loss) to Net Cash Provided
(Used) by Operating Activities:
Depreciation 205991
Changes in Assets and Liabilities
(Increase) Decrease in Assets

Accounts Receivable, Net 113,073
Due from Metro East Sanitary District 1,205
Increase (Decrease) in Liabilities
Accounts Payable 199,014
Due to Metro East Sanitary District (44,300)
Compensated Absences (19,192)
Net Pension Liability 200,682
Net Cash Used by Operating Activities $ (736889)
CASH AND CASH EQUIVALENTS ACCOUNTED FOR AS FOLLOWS:
Unrestricted Cash and Cash Equivalents $ 896,960
Restricted Cash and Cash Equivalents 11,841
$ 908,801

See accompanying notes to the basic financial statements
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EXHIBIT J

METRO EAST SANITARY DISTRICT
LANSDOWNE TRUNK - MADISON AND VENICE SEWERAGE SYSTEM
ST. CLAIR AND MADISON COUNTIES. ILLINOIS
STATEMENT OF NETPOSITION
FIDUCIARY FUNDS
DECEMBER 31,2016

AGENCY FUNDS

BLUE WATER
DITCH
ASSETS:
Cash $ 76,411
Accounts ReceivableOther Governmental Units 23,010
Intra-account Receivable 63,790
Total Assets $ 163,211
LIABILITIES:
Accounts Payable $ 1,537
Intra-account Payable 63,790
Due to Agency 97,884
Total Liabilities $ 163,211

See accompanying notes to the basic financial statements.
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METRO EAST SANITARY DISTRICT
ST. CLAIR AND MADISON COUNTIES, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Metro East Sanitary District (District) are prepared in accordance with
accounting principles generally accepted in thetéthStates of America (GAAP). The Governmental
Accounting Standards Board (GASB) is the accepted stdrsgatting bog for establishing

governmental accounting and financial reporting principles. The more significant of the District's
accounting policieare described below.

A. ReportingEntity

The Metro East Sanitary District is a special district as outlined in the Illinois State Statutes. The
District's executive Board consists of five members, three of which are appointed from Madison
County and two from St. Clair Countyhe District is respnsible primarily for operating and
maintaining the storm water drainage system within #sdointy area

The District has developed criteria to determine whether outside agencies with activities that benefit
the citizens of the District should be included within its financial reporting entity. The criteria for
including organizations within the District's @ing entity, as set forth in GASB Statement

No. 14, "The Financial Reporting Entity" and GASB Statement@¢"The Financial Reporting

Entity: Omnibus" is financialaccountability Financial accountability is defined as appointment

of a voting majoity of the component unit's board and either the ability to impose will by the

primary gozernment or the possibility that the component unit will provide a financial benefit to or
impose a financial burden on the primary government. Based on these dfitefi@llowing is a
componentnitthathasbeenpresente@dsablended componennitin theaccompanyindinancial
statements:

Lansdowne Sewerage and Treatment System (L ansdowne Trunk)

The governing board of the District exercises control over the Lansdowne Tkigdtison and
Venice Sewer Systems relative to rates for user fee charges, empliigbassements and bond
issuance authorization and debt requiremeitss System has a fial year end which differs from
that of the District. Finanal information for the Lansdowne Trunk included in the accompanying
financial statements is financial information from Lansdowne's fiscal year ended Ma2bil 81

The System issues a publi@dyailable financial report that includes financial statements and
required supplementary information. That report may be obtained by writing to the Metro East
Sanitary District, PO. Box 1366, Granite City, lllinois 62040.

B. GovernmemWide and Fund Finaial Statements
GovernmentaWide Financial Statements

The governmentvide financial statements (i,ehe statement of net position and the statement of
activities) report financial information for the District as a whole excluding fiduciary activities of

the District such as Blue Watditch Funds The effect of material interfund activity has been
eliminated from these statements. Governmental activities, which normally are supported by taxes
and intergovernmental revenues, are reported separately from btigipesstivities, which rely to

a significant extent on fees and charges to external customer
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METRO EAST SANITARY DISTRICT
ST. CLAIR AND MADISON COUNTIES. ILLINOIS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEL

B.

GovernmenWide and Fund Finandi&tatementgContinued)

GovernmentaWide Financial Statements (Continued)

The statement of activities demonstrates the degree thulng direct expenses of a given

function, segment or program are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants whanghase, use or directly benefit from goods, services or privileges
provided by a given function or segment and 2) operating grants and standard revenues that are
restricted to meeting the operational or capital requirements of a particular functiomanseg

Taxes and other items not properly included among program revenues are reported instead as
general revenues.

Fund Financial Statements

Separate financial statements are provided for governmental ftmelproprietary fund and

fiduciary funds, eve though the latter are excluded from the governméde financial statements.
Major individual governmental funds and major enterprise funds are reported in separate columns
with composite columns for nonmajor funds in the fund financial statements.

Fund Accountin

The accounts of the District are organized and operated on the basis of Aufugisl is an
independent fiscal and accounting entitiyh a selfbalancing set of accounts. Fund accounting
segregates funds according to their intended puraodeas used to aid management in
demonstrating compliance with finanoelated legal and contractual provis io ihe minimum
number of funds are maintained consistent with legal and managerial requirements.

Funds are classified into tleeategories: governmental, proprietary and fiduciary.

- GovernmentaFunds

Governmental funds are used to account for all or most of a government's general activities,
including the collection and disbursement of earmarked monies (special revenue funds).

The District reports the following major governmental funds:
General Fund - The General Fund is the District's main operating fuméccounts for
all financial resources of the general government, except those required to be accounted

for in another @ind.

Tort Liability - The Tort Liability Fund accounts for the financial transactions related to
legal matters and tort action within the District.
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METRO EAST SANITARY DISTRICT
ST. CLAIR AND MADISON COUNTIES. ILLINOIS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEI

C.

Fund AccountindContinued)

Proprietary Funds

Proprietary funds are used to account for activities similar to those found in the private sector,
where the determination of net income is necessary or useful to sound financial administration.
Goods or services from such activities can be provided dihmutside patties (enterprise funds)

or to other departments or agencies primarily within the government (internal service.funds)

The District reports the following major proprietary fund:

Sewerage Fund The Lansdowne TrunkMadison and Venice Sewage Fund accounts

for the activities of the sewerage operations. The District operates a collection and water
distribution system for transportation of sewerage to the City of Granite City's treatment
facility.

Fiduciary Funds

Fiduciary funds are used taccount for assets held on behalf of outside parties, including other
governments, or on behalf of other fundishin the government.

The Blue Water Ditch Funds have been included as fiduciary funds due to the fiduciary
responsibility exercised over these funds.

Measurement Focus and BasisAafcounting

The governmentvide financial statements are reported using the economic resooeessirement
focus and the accrual basis of accounting, as are the proprietary funds and fiduciary fund financial
statements Revenues and additions are recorded when earned and expenses and deductions are
reported when a liability is incurre®roperty taes are recognized as revenues inysarfor

which they are levied (i.e., intended to finance). Grants and similar items are recognized as
revenues as soon as all eligibility requirements imposed by the provider have been met. Operating
revenues/expensaxlude all revenues/expenses directly related to providing storm water drainage
system and sewer services. Incidental revenues/expenses are reported as nonoperating.

Governmental fund financial statements are reported using the current financial@ssourc
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough theeeab pay liabilities of the current

period. The District considered revenues to be available if they are collected within 60 days of the
end of the cmTent fiscal period. Expenditures generally are recorded when a fund liability is

incurred. However, delstervice expenditures are recorded only when payment is due.

Propertytaxes licenseschargedor servicesandinterestassociated witlthe currentfiscal period

areall consideredo besusceptible taccrual andgrerecognizedasrevenue®f the currentfiscal

period. All other revenue items are considered to be measurable and available only when cash is
received by thBistrict.
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METRO EAST SANITARY DISTRICT
ST. CLAIR AND MADISON COUNTIES, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEL

D.

Measurement Focus and Basis of Accounti@gntinued)

The District repOlts unavailable revenue on its financial statements. Unavailanees arise

when potential revenue does not meet botH' timeasu rableand" available” criteria for

recognition in the current periodnavailable revenues also arise when resources are received by
the District before it has a legal claim to themydoen grant monies are received prior to the
incurrence of qualifying expenditures. In subsequent periods, when both revenue recognition
criteria are met or when the District has a legal claim to the resources, the liability for unavailable
revenue is remad from the combined balance sheet and revenue is recognized.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering
goods in connection with a proprietary fund's principal ongoing operations. The principal

operating revenues of the District's enterprise fund are charges to custonsenviftes.
Operatingexpensesor theenterprisgund includethecostof servicesadministrativeexpensesnd
depreciation on capital assets. All revenues and expenses not meeting this definition are reported
as nonoperating revenues agxpenses.

Estimates
Management uses estimates and assumptions in preparing these financiahssateamordance
with generally accepted accounting principles. These estimates and assumptions affect the reported

amounts of assets and liabilities and the reported revenues and expendidivraisresults could
vary from estimates that were used

Budgets
The governmental funtbudgets are adopted on a basis consistent with generally accepted

accounting principles and the enterprise fuadhudget is based on the cash basis of accounting. All
annual appropriations lapse at fiscal yead.

Cash and CasEquivalents

The District's cash and cash equivalents are considered to be cash on hand, demand deposits,
certificates of deposit and shadrm investments with original maturities of three months or less
from the date of acquisition.

Investments

Time deposits and other deposits with financial institutions are recorded at original cost plus
accrued interest. Investments in lllinois Funds are valued at Illinois Funds' share price, the price
for which the investment could be sokll of these approximate fair value.
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METRO EAST SANITARY DISTRICT
ST. CLAIR AND MADISON COUNTIES, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED

Receivables

All receivables are reported net of an allowance for doubtful accounts. This amount is estimated
by analyzing the percentage of receivables that were written off in prior years. At March 31, 2016
the Lansdowne Sewerage System's allowancddubtful accounts was $400,000. The District

had no other allowance for doubtful accounts at Decembe2@16

PropertyTaxes

The accompanying financial statement includes revenues from the 2015 propéestyytax

Property taxes are levied each year by the last Tuesday of December on all real property located in
the District. Property taxes attach as an enforceable lien on property as of January 1. The Madison
and St. Clair County Assessors are responsible foattestassessed. The values are adjusted by
various percentages depending upon the type of property (residential, commercidlhetc.)

assessed values are equalized by the lllinois Department of Revenue to ensure uniformity of
property assessments throughthe StateThe County Clerks compute the annual tax rate by

dividing the levy into the equalized value of each taxing unit. The Clerks then compute the tax for
each parcel by multiplying the aggregate rates of all the taxing units having jurisdictiothev

parcel by the equalized value. The tax amounts by parcel are forwardexriCounty Collectors

Property taxes are collected by the County Collectors who remit to the taxing units their respective
shares of the collection. Taxes levied in oneryEacome due and payable in two installments in

St. Clair County and four installments in Madison County during the following year. The first
installment is usually due no later than August and the remaining installments are due throughout
the year. Taxeare collected from June 2016 through March 2017

For governmentaflunds,only propellytaxeswhichareintendedo financethecurrentfiscal year
and collected within 60 days subsequent to yaat are recorded asevenue.

Interfund Activity

Transactions between funds that are representative of lending/borrowing arrangements outstanding
at the end of a fiscal year are referred to as due to and from other funds

PrepaidExpenses

Payments made to vendors for services that will fieperiods beyond the date of this report are
recorded as prepaid items/expenses

. CapitalAssets

Capital assetsvhich include property, plant, equipment and infrastructure assetsréads,

bridges, sidewalks and similar items), are reported in the applicable governmental or bypmess
activities columns in the governmewtde financial statements. Capital assets are defined by the
District as assets with an initial, individual ce$tmore than $10,000 (amount not rounded) and an
estimated useful life in excess of one year. Such assets are recorded at historical cost or estimated
historical cost if purchased or constr uct&bnated assets are recorded at estimated fair value at

the date of donation.
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METRO EAST SANITARY DISTRICT
ST. CLAIR AND MADISON COUNTIES, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEL

M. Capital AssetfContinued)

The cost of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed
Interes incurred during the construction phase of capital assets of busypesactivities is
included as part of the capitalizedlueof the assets constructed. Property, plant and equipment
are depreciated using the strajhe method over the followingséimated useful lives:

Buildings 25100 years
Machinery an@&Equipment 10-75 years
Vehicles 15 years

N. Compensated Absences (Accumulated Unpaid VacationPzigk

In the fund financial statements, vested or accumulated vacation and/or sick pay that is expected to
be liguidated with expendable available financial resources is reported as an expenditure and a fund
liability of the governmental fund that will pay it.eéted or accumulated vacation and/or sick pay

of proprietary funds and in the governmavite financial statements is recorded as an expense and

a liability of those funds as the benefits accrue to employees.

In accordance with the provisions of GASB 8taent No. 16, no liability is recorded for

nonvesting accumulating rights to receive sick pay benefits. However, a liability is recognized for
the portion of accumulated sick leave benefits that are estimated to be taken as "terminal leave"
prior to retiranent.

Employeesarn 12daysof sick pay peryear. If atDecembei31theemployeaedoes nohave6 sick
days remaining, any future sick days will be earned at 1 per month in the following year. Vacation
time is provided based on the followisghedule:

After Number
Years of of Weeks
Employment of Vacation
1 1
2 2
5 3
10 4

One additional day of vacation is provided after 15 years of employment for each additional year
employed. For all employees hired prior to January 1, 2012 this will continue until the employee
has reached a maximum of six weeks paid vacation; howevegnaplpyee hired after that date is
only entitled to a maximum of five weeks paid vacation.

At December 31, 2016, District employees have accumulated $78,952 in accrued vacation and

$296,437 in accrued sick pay. Current liabilities of the governmentaitadiinclude $35,000 of
these compensated absence s
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEL

N. Compensated Absences (Accumulated Unpaid Vacation/Sick Pay) (Continued)

At March 31, 2016, Lansdowne Sewerage System employees have accumulated $38,258 in accrued
vacation and $60,158 iaccrued sick pay. Current liabilities of the busiAgge activities include
$9,000 of these compensated absences

0. LongTennObligations

In governmentwide financial statements, and proprietary fund types in the fund financial
statements, longerm debt and other loragrm obligations are reported as liabilities in the
applicable governmental activities, businggse activities or propriairy fund type financial
statements. Bonds payable are reported net of the applicable bond premium or discount. At
December 31, 2016 and March 31, 2016, the District has no outstanding bonds.

P. Deferred Outflows and Inflows d?esources

In addition to assets, the governmavitie and fund financial statements reports a separate section
for deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net positiaimarfalance that applies to a future period(s)
and thus, will not be recognized as an outflow of resources (expense/expenditure) until then.

In addition to liabilities, the governmenmtide and fund financial statements reports a separate
section for defaed inflows of resourcesThis separate financial statement element, deferred
inflows of resources, represents an acquisition of net position or fund balance that applies to a
future period(s) and so will not be recognized as an inflow of resources (evamtil then.

Q. NetPosition

Net position represents the difference between assets and deferred outflows of resources, and
liabilities and deferred inflows of resources. Net investment in capital assets consists of capital
assets, net of accumulated dspation, reduced by the outstanding balances of any borrowing used
for the acquisition, construction or improvement of those assets. Net position is reported as
restricted when there are limitations imposed on its use either through enabling legislation o
through external restrictions imposed by creditors, grantors or laws or regulations of other
governments. When an expense is incurred for purposes for which both restricted and unrestricted
net position is available, the District applies the expensesstacted resources first.

R. EundBalance
Accordingto Governmental Accounting Standards, fund balances are to be classified into five
major classifications; nonspendable fund balance, restricted fund balance, committed fund balance,

assigned fund balance and unassigned fund balance. Below are the defivfitibe differences
and how these balances are reported.
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METRO EAST SANITARY DISTRICT
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEL

Nonspendable Fund Balance Includes fund balance amounts that cannot be spent either because
they are not in spendable form or because legal or contractual reguiserequire them to be
maintained intact. The "not in spendable form" criterion includes items that are not expected to be
converted to cash, for example inventories or prepaid amounts.

Restricted Fund Balance- Consists of fund balances with constraiptaced on their use either by
1) external groupsuchascreditors,grantorscontributors or lawsandregulationsof other
governments or, 2) law through constitutional provisions or enaldiiglation.

Committed Fund Balance- Includes fund balance amounts that are constrained for specific
purposes that are internally imposed by the government through formal action of the highest level
of decision making authority. The Board of Commissioners through a formal action (ordorance
resolution) commits fund balance amounts for the District. This formal action must occur prior to
the end of the reporting period, but the amount of the commitment, which will be subject to the
constraints, may be determined in the subsequent perigdcianges to the constraints imposed
require the same formal action of the District that originally created the commitment. The District
does not have committed funds at December 31,.2016

Assigned Fund Balance Includes spendable fund balance amourds &ne intended to be used

for specific purposes that are not considered restricted or committed. Intent may be expressed by
(a)theBoardof Commissionerstself or (b) thefinancecommitteeif applicableto assign amounts

to beusedfor specific purposesTheDistrict does nohaveassignedundsatDecember 312016.

Unassigned Fund Balance Includes residual positive fund balance within the general fund which
has not been classified within the other above mentioned categories. Unassigned fund kmjance m
also include negative balances for any other governmental fund if expenditures exceed amounts
restricted, committed, or assigned for those purposes.

The District had not adopted a fund balance spending policy at December 31, 2016. GASB
Statement No. 54et the default spending policy for fund balance as fol@xpenditures are spent
from restricted fund balances first when an expenditure is incurred for purposes for which both
restricted and unrestricted fund balances are available, unless thexgameduirements that

prohibit doing this. When restricted fund balances are not available, the default policy considers
expenditures to be spent from committed fund balance first, then assigned and then unassigned.
Expenditures for a specifically iderigfl purpose will act to reduce the specific classification of the
fund balance that is identified.

NOTE 2: DEPOSITS AND INVESTMENTS

The District is authorized by state statute to make deposits/investments in insured commercial banks,
savings and loan institutions, obligations of the United States of America, insured credit union shares,
money market mutual funds with portfolios of sgtias issued or guaranteed by the United States or
agreement to repurchase these same obligations, repurchase agreemeité&nsicorhmercial paper

rated within the highest classifications by at least two standard rating services, and the lllinois Funds
Investment Pool. The District has no investment policy which would further limit its investment
options. The District does not enter into any reverse repurchase agreements.
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ST. CLAIR AND MADISON COUNTIES, ILLINOIS

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE 2: DEPOSITS AND INVESTMENTS (CONTINUED)

Deposits at December 31, 2016 and March 31, 2016 appear in the financial statements as summarized

below:

Exhibit A Exhibit A

Statement of Statemenbof Exhibit J

Net Assets Net Assets Statemenbf

Governmental  BusinessType Net Assets

Funds Funds FiduciaryFunds Total
Cash and Cadbquivalents $ 1,445859 $ 896,960 $ 76,411 $ 2,419,230
InvestmentsCD's 5,742,824 5,742,824
RestrictedCash 101,971 11,841 113,812

$ 7.290.654 $ 908,801 $ 76,411 $ 8,275,866

Interest Rate Risk

Interestraterisk istherisk thatchangesn marketinterest ratesvill adverselyaffectthefair valueof an
investment. Generally, an investment with a longer maturity date will have a greater sensitivity of its
fair value to changes in market interest rafdse District does not have a formal investment policy

that limitsinvestment maturities as a means of managing its exposure to fair value losses arising from
increasing interest rates. All of the District's certificates of deposit and state investment pool have
maturity dates of one year t@ss.

Credit Risk

Generallycredit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder
of the investment. This is measured by the assignment of a rating by a nationally recognized statistical
rating organization. The District's state invasht pool has earned Standard and Poor's highest rating
(AAAmM).

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its dip@r will not be able to recover collateral
securities that are in the possession of an outside partpistret' s deposits that are insured under
FDIC is$250000for interest bearing accounts and $280 for nonrinterest bearing accounts, with
total possible maximum FDIC coverage of $500,00@y remaining balances in excess of FDIC limits
must be secured by some form of collateral, withessed by a written agreement and held at an
independent third party itisition in the name of the District. Deposits held in banks were 100%
insured by the FDIC or covered by pledged collateral held in the District's name at De8dn&t6
and March 312016.

The District's deposits in the state investment pool are fully collateralibedDistrict maintains
separate deposit accounts representing a proportionate share of the pool assets and its respective
collateral; therefore no collateral is identified wihch individual participant's account. The balance
in the Lansdowne Sewerage System's state investment pool y9&é $f March 31, 2016
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NOTES TO ANANCIAL STATEMENTS
DECEMBER 3t 2016

NOTE 3: CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2016 and March 31, 2016, was as follows:

Beginning Ending
Balances Increases Decreases Balances
GOVERNMENT AL ACTIVITIES
Capital Assets Not Being Depreciated
Land $ 1,715,418 $ $ $ 1,715,413
Capital Assets Bein®epreciated
Buildings $ 13,862,153 $ $ $ 13,862,153
Machinery and Equipment 2,493,542 2,493,542
Vehicles 487220 487,22Q
Total Capital Assets
Being Depreciated $ 16,842,915 $ $ $ 16,842,915
Less Accumulated Depreciation for
Buildings $ 5465644 $ 167,054 $ $ 5,632,698
Machinery and Equipment 889,084 82,743 971,827
Vehicles 197,241 32,552 229,793
Total Accumulated Depreciation $ 6,551,969 $ 282349 $ $  6,834,31¢
Total Capital Assets Being
Depreciated, Net $10,290,946 $ (282,349) $ $ 10,008,597
GOVERNMENT AL ACTIVITIES
CAPITAL ASSETS,NET $ 12,006364 $ (282,349) $ $ 11,724,01F
BUSINESSTYPE ACTIVITIES
Capital Assets Not Being Depreciated
Land $ 191,000 $ $ $ 191,000
Capital Assets Being Depreciated
Buildings $ 3,323,798 $ $ $ 3,323,798
Equipment 3,242,967 3,242,967
Office Equipment 21,030 21,030
Force Main, Trunk Lineand
Treatment Plant 5,918,118 5918118
Total Capital Assets
Being Depreciated $ 12,505,913 $ $ $ 12,505,913
LessAccumulatedDepreciation $ 6857176 $ 205991 $ $ 7,063,167
Total Capital Assets
Being DepreciatedNet $ 5648737 J {2 6991 $ $ 5,442,746
BUSINESSTYPE ACTIVITIES
CAPITAL ASSETS,NET $ 5839737 $ (205,991) $ J . 63), 746
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NOTE 3: CAPITAL ASSETS (CONTINUED)

Depreciation expense is charged to functions/programs of the governmental activities as follows:

GOVERNMENT AL ACTIVITIES

General Administration $ 2,147
Drainage
General Maintenance 102,723
Project Costs 177.479

TOTAL DEPRECIATION EXPENSE-
GOVERNMENT AL ACTIVITIES $ 282.349

Depreciation expense is charged to busittgpe activities as follows:

BUSINESSTYPE ACTIVITIES
Seweragd-und $ 205,991

TOTAL DEPRECIATION EXPENSE
BUSINESSTYPE ACTIVITIES $ e

NOTE 4: LONGTERM LIABILITIES

The following is a summary of changes in letegm liabilities for the year ended December 31, 2016
and March 31, 2016:

Due
Beginning Ending Within
Balance Additions Deletions Balance One Yeal
GovernmentalActivities
Replacement Taxes Overpayment $ 164,118 $ $ 92679 $ 71439 3
Net Pension Liability 5,085 938,839 943,924
Compensated Absences
Accumulated Vacation Pay 81,637 2,685 78,952 5,00C
Accumulated Sick Pay 274,502 21,935 296,437 30,00(
Total GovernmentaFunds $ 525342 $ 960,774 $ 95364 $ 1.390.752 $ 35.000
BusinessType Activities
IEPA Loan $1,915,462 $ $119,716 $1,795,746 $119,716
Net Pension Liability 2,078 233,903 235,981
Compensated Absences
Accumulated Vacation Pay 50,917 12,659 38,258 3,500
Accumulated Sick Pay L 66,691 6,533 60,158 5500
Total BusinessType Activities $ 2,035,148 $ 233,903 $ 138,908 $ 2,130,141 $1 2 8,716
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NOTE 4 LONG-TERM LIABILITIES (CONTINUED)

IEPA Loan- BusinessType Activities

Duringthefiscal yearendedMarch 31, 201Q the District enterednto aloanagreement wittthelllinois
EnvironmentalProtectionAgencyfor constructionof a24 inch replacemensewermainandemergency
geneators in the amount of $2,317,146. The loan is a 20 year loan with an annual fixefate of

The annual requirements to amortize the IEPA Loan as of Marc2038§ are as follows:

Yea
Ending
March 31 Princi.J?.al Interest Total
2017 $ 119,716 $ $ 119,716
2018 119,716 119716
2019 119,716 119,716
2020 119,716 119,716
2021 119716 119,716
20222026 598583 598583
2027-2031 598.583 598.583

$ 1.795746 $ $ 1.795746
Legal Debt Margin

The computation of legal debt margin at Decembe2B16 is as follows:

ASSESSED VALUAT ION 2015 TAX YEAR $ 761,585,663
Statutory Debt Limitation (5% of Assessed Valuation) $ 43791176

General Obligation Bonds Outstanding

LEGAL DEBT MARGIN $ 43,791,176




METRO EAST SANITARY DISTRICT
ST. CLAIR AND MADISON COUNTIES, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 3 1. 2016

NOTE 5: INTERFUND RECEIVABLES/PAYABLES

Interfund receivables and payables balances, at Decemi01%], are as follows:

Due From DueTo
PrimaryGovernment Governnental Activities
Major BusinessType Fiduciary
GovernmentaFunds Activities Funds
Tort Other
General Liability Governmental Sewer Blue Water Total
Fund Fund Funds Fund Funds DueFrom

Governmental Activities
Major Governmental Funds
General Fund
Replacementaxes $ $ $ 85739 $ $ $ 85,739

Busiress-Type Activities

Sewerage Fundnsu rane 73,900 73,90
_$ 73900 $ $ 85739 % $ $ 159,639

Interfund balances are the result of temporary loans and/or reimbursements for services provided. The
$73,900 interfund balance displayed above relates to Metro East Sanitary District at December 31, 2016
and varies from that of the Lansdowne Seweragee8yst its yeaend of March 31, 201,&vhich

totaled $85,200.

NOTE 6: DEFINED BENEFIT PENSION PLAN

Plan Description The District's defined benefit pension plan for regular employees provides
retirement and disability benefitgpstretire ment increasesand death benefits to plan members and
beneficiariesThe District's plan is managed by the Illinois Municipal Retirement Fund (IMRF), the
administrator of a mukémployer public pension fund. A summary ofIMRF's pension benefits is
providedin the" BenefitsProvided' sectionof thisdocument.Detailsof all benefitsareavailablefrom

IM RF. Benefitprovisionsareestablishedy statuteandmayonly bechangedy theGeneralAssembly

of the State of lllinois. IMRF issues a publicly available Comprehensive Annual Financial Report that
includes financial statements, detailed information about the pepkidrs fiduciary net position, and
required supplementary information. Tteport is available for download aivw.im rf.org.
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NOTE 6 DEFINED BENEFIT PENSION PLAN (CONTINUED)

Benefits Provided.IMRF has three benefit plans. The vast majority of IMRF members participate in
the Regular Plan (RR)The Sheriff's Law Enforcement Personnel (SLEP) plan is for shedéfsuty

sher iffs and selected police chiefs. Counties could adopt the Elected County Official (ECO) plan for
officials elected prior to August 2011 (the ECO plan was closed to new participants aftedé#tea}

All three IMRF benefit plans have twets. Employees hired before Januaty2011, are eligible for

Tier 1 benefitsTier 1 employees are vested for pension benefits when they have at least eight years of
qualifying service credit. Tier | employees who retire at age 55 (at reducedtd)enefafter age 60 (at

full benefits) with eight years of service are entitled to an annual retirement bpagéible monthly

for life , in an amount equal to2/3% of the final rate of earnings for the first 15 years of service credit
plus 2%for each year of service credit after 15 years toaximum of 75% of their final rate of

earnings Final rate of earnings is the highest total earnings during any consecutive 48 months within
the lastlO years of service, divided by 48nder Tier 1, the pension is increased by 3% of the original
amount on January 1 every year aftetirement.

Employees hired on or after JanuareQ11 are eligible for Tier 2 benefits. Fdier 2 employees,
pension benefits vest after ten years o¥ $ee. Participating employees who retire at age 62 (at
reduced benefits) or after age 67 (at full benefits) with ten years of service are entitled to an annual
retirement benefipayable monthly for lifein an amount equal to2/3% of the finalrate of earnings
for the first | 5 years of service credilus 2% for each year of service credit after 15 years to a
maximum of 75% of their final rate efarnings Final rate of earnings is the highest total earnings
during any 96 consecutiveanths within the last 10 years sdrvice dividedby 96. Under TieR, the
pension is increased on January 1 every year after retirement, upon reaching age 67, by dlffie lesser

A 3% of the original pension amount
A 1/2 of the increase in the ConsumeicPrndex of the original pensiamount.

Employees Covered by Benefit Terms of DecembeB1, 2015 the following emp lgees were covered
by the benefiterms:

IMRE
Retirees and Beneficiaries currently receiving benefits 52
Inactive Plan Members entitled to but not yet receiving benefits 30
Active Plan Members 52

Total _ il

Contributions.As set by statutdghe District' s Regular Plan Members are required to contribute 4.5%
of their annual covered salary. The statute requires employers to contribute the amount nécessary
addition to member contributions, to finance the retirement coverage of its own empldyees
District's annual contribution rate for calendar year 2015 was 9.00&District's governmental
activities contributed $231,880 for the year ended Decemh&036 and the Distritts businessype
activities contributed $64,079 for the fiscal year endeddd&1, 2016 to the plan. The District also
contributes for disability bene fitdeath benefitsand supplemental retirement benefi of which

are pooled at the IMRF level. Contribution rates for disability and death benefits are set bydMRF
Board of Trusteeswhile the supplemental retirement benefits rate is set by statute.
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NOTE 6 DEFINED BENEFIT PENSION PLAN (CONTINUED)

Net Pension LiabilityThe District' s net pension liability was measured as of Decembe2@®5 The
total pension liability used to calculate the net pension liability was determined by an actuarial
valuation as of thatate.

Actuarial AssumptionThe following are the methods and assumptions used to determine total pension
liability at Decenber 31, 2015

TheActuarial Cost Method used was Entry AgBlormal.

The Asset Valuation Methodused was Market Value dkssets.

Thelnflation Rate was assumed to (5%

Salary Increaseswere expected to be 3.75% to 14.50f¢luding inflation.

Thelnvestment Rate of Returnwas assumed to b250%.

Projected Retirement Age was from the Experiendeased Table oRates specific

to the type of eligibility condition, last updated for the 2014 valuation according to an

experience study from years 20112t 3

The IMRFspecific rates foMortality (for nondisabled retirees) were developed from the

RP-2014 Blue Collar Hedft Annuitant Mortality Table with adjustments to match current

IMRF experience.

A ForDisabled Retireesan IMRFspecific mortality table was used with fully generational
projection scale MR2014 (base yed&014) The IMRFspecific rates were developed from
the RR2014 Disabled Retirees Mortality Tabbpplying the same adjustments that were
applied for nordisabled lives

A For Active Members, an IMRF specific mortality table was used with fully generational
projection scale MP2014 (base year 2014). The IMRPBecific rates were developed from
theRP-2014EmployeeMortality Tablewith adjustmentso matchcurreniMRF experience.

A Thelong-term expectedrate of return onpensiorplaninvestmentsvasdeterminedisinga

building-block method in which besistimate ranges of expected future real rates of return

(expected returns, net of pension plan investregpéenseand inflation) are developed for

eachmajorassetlass.Theseangesarecombinedo producethelong-term expectedateof

return by weighting the expected future real rates of return to the target asset allocation
percentage and adding expected inflation. The target allocation and best estimates of

geometriaealratesof returnfor eachmajorassetlassaresummarizedn thefollowing table
as of December 32015:

To o Do To I Do

™

Long-Term

Portfolio Expected

Target RealRate

Percentage of Return
Domestic Equity 38% 7.39%
International Equity 17% 7.59%
Fixed Income 27% 3.00%
Real Estate 8% 6.00%
Alternative Investments 9% 2.758.15%
Cash Equivalents 1% 2.25%

Total 100%
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NOTE 6: DEFINED BENEFIT PENSION PLAN (CONTINUED)

Single Discount Raté\ Single Discount Rate of 7.49% was used to measure the total pension

liability. The projection of cash flow used to determine this Single Discount Rate assumed that the
plan membergontributions will be made at the current contribution rate, and that employer
contributions will be made at rates equal to the difference between actuarially determined contribution
rates and the member rate. The Single Discount Rate reflects:

1. The longterm expected rate of return on pension plan investments (during the period in
which thefiduciary net position is projectedto be sufficientto pay benefits),and

2. The taxexempt municipal bond rate based on an index ef&dr general obligation bonds
with an average AA credit rating (which is published by the Federal Reserve) as of the

measurement date (to the extent that the contributions for use with thtefomgxpected
rate of return are nanet).

For the purpose of the most recent valuation, the expected rate of return on plan investments is
7.50%, the municipal bond rate is 3.57%, and the resulting single discount rate is 7.49%.

Changes in Net Pensidmbility. Changes in the District's net pesrsiiability for the year ended
December 31, 2015, were as follows:

Total
Pension Plan Fiduciary  Net Pension
Liability Net Position Liability
(A} (B} (A}-(B}
Balances at Decemberl,32014 $14,493.865 $14,486.702 _$ 7,163
Changes for the year:
ServiceCost 322,901 - 322,901
Interest on the Tot&ensionLiability 1,077,417 - 1,077,417
Changes of Benefiterms
Differences Between Expected and Actual
Experience of the TotdPensionLiability (277,564) - (277,564)
Changesf Assumptions 17,719 - 17,719
Contributions - Employer - 276,221 (276,221)
Contributions- Employees - 138,110 (138,110)
Net Investmentincome - 72,021 (72,021)
Benefit Payments, Including Refunds
of EmployeeContributions (579,524) (579,524)
Other (Net Transfer) - (518,621) 518,62
Net Changes 560,949 (611,793) 1,172,742
Balances at December 31, 2015 $15,054,814 $13,874,909 $1,179,90%

Sensitivity of the Net Pension Liability to Changes in the Discount Ria¢efollowing presents the
plan's net pension liability, calculated using a Single Discount Rate of 7.49%, as well as what the

plan's net pension liability would be if it were calculated using a Single Discount Rate that is 1%
lower or1% higher:
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NOTE 6: DEFINED BENEFIT PENSION PLAN (CONTINUED)

Sensitivity of the Net Pension Liability to Changes in the DiscBate (Continued).

Current
1% Lower DiscountRate 1% Higher
(8.49%2 (7_.49%2 (8._49%2

NetPensiorLiability $ 3.097.497 $ 1179905 $ (399.625)

Pension Expense, Deferr@ltflows of Resources and Deferred Inflows of Resources Related to
PensionsFor the year ended December 31, 2016, the District recognized pension expense of
$991,034. At December 31, 2016, the District reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:

Deferred Deferred
Deferred Amounts Related to Pensions Outflows of Inflows of
Resources Resources

Deferred Amounts to be Reco)!nized in Pension
Expense in Future Periods

Differences Between Expected and Actual Experience$ - $253,143
Changes of Assumptions 275,921
Net Difference Between Prgjected and Actual
Earnings on Pension Plan Investments 904,751
Total Deferred Amounts to be Recognized in
Pension Expense in Future Periods $ 1,180,672  $253,143
Pension Contributionmade Subsequent
to the Measurement Date 245_,_162 i
Total Deferred Amounts Related to Pensions $ 1,425,834 $253,143

Amounts reported as deferred outflows of resources and deferred inflows of resources related to
persions will be recognized in pension expense in future periods as follows:

Net Deferred

YearEnding Outflows

December31l _ of Resources
2016 $ 516,22°
2017 271,06
2018 206,10¢
2019 179,291
Total $ 1,172,69:
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NOTE 7: OTHER NOTE DISCLOSURES

A. Risk Management

Insurance

The District purchases commercial general liability, workers’ compensation, auto and property
insurance through a local insurance broker for all risks. There have been no significant reductions
in coverage for the current year. The District is liable for any claims in excess of its coverage
liability. At December 31, 2016, no claims were in excess of coverage for the current or prior three
years.

B. Tort Expenditures

The District has a restricted liability insurance fund as follows:

Tort
General Fund Liability Fund
Insurance Liability
Tort Tort
Restricted for Tort Immunity - 12/31/15 $ 619,704 $ 1,805,491
2015 Levy Collected in 2016 474,403 -
Interest Income 145 4,886
Insurance/Tort Expenses (360,426) -
Restricted for Tort Immunity - 12/31/16 $ 733,826 $ 1,810,377

C. Tort Liability Fund

Legal Judgments/Claims

Reported judgments (tort liability) are principally funded through property taxes over a period of
time. Taxes collected are accumulated in the Tort Liability Fund to accumulate a reserve for the
defense of the District and/or to pay legal claims.

D. Corps of Engineers and District Improvement Project

For a number of years, the District, working in partnership with the Federal Corps of Engineers, has
been making improvements to its internal systems of levees, ditches and pumping stations.

Funding for these improvements has been established at 25% District and 75% Federal. The
accompanying financial statements do not reflect amounts being spent by the federal government
on this project, as these amounts are indeterminable on an annual basis at the District level.

From time to time, in addition to direct cash payments to the Corps of Engineers for its 25% share
of costs, the District may be responsible for 100% of certain cost items in the form of cash
payments to vendors and/or work on a particular project being done totally by District machinery
and personnel (work in kind). All of these District costs are reflected in the accompanying financial
statements on an annual basis. It is anticipated that most of the 100% District costs will be
considered by the Corps of Engineers, at the end of the overall project, as part of the 25% share
contribution due by the District toward the rehabilitation project.
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D. Corps of Engineers and District Improvement Project (Contined)

There has been no project activity in this regard since 2008. At December 3 1, 2016, the restricted
cash balance on these funds was $100,270.

E. Design Escrow Accounts

During 1999 the District, as the local sponsor, opened accounts to track funds being contributed by
the State of Illinois/Department of Natural Resources and various government participants to pay
for a study titled the East St. Louis, Illinois and Vicinity Interior Flood Control Study. The actual
study is being conducted by the U. S. Army Corps of Engineers and paid for from the above funds.
Participating governments include the Metro East Sanitary District, Madison County, St. Clair
County and the State of Illinois Office of Water Resources.

There has been no project activity in this regard since 2009. At December 31, 2016, the restricted
cash balance on these funds was $1,701.

F. Lease of Office Space - Related Party Transaction

The Lansdowne System leases office space on a monthly basis from the Metro East Sanitary
District. Currently, monthly lease payments are $1,000. No formal lease has been executed
between the related parties. Therefore, an analysis of future minimum rental payments is
inappropriate.

G. 203 Pump Station

On July 23, 1997, the Lansdowne System entered into an agreement to purchase a sanitary pumping
station located on Gateway International Race Track real estate adjacent to Highway 203, north of
Interstate 70 in East St. Louis, Illinois. In accordance with an additional agreement related to the
above station, all current and any future users of the pump station are responsible for the cost of
maintenance. The System is responsible for maintaining the station and is to bill users for the
related costs. The accompanying financial statements account for these accumulations as restricted
assets totaling $11,841 at March 31, 2016.

H. Expenditures in Excess of Budget

Actual expenditures exceeded budgeted expenditures in the District’s Municipal Retirement Fund
and Social Security Fund, in the amount of $6,880 and $2,426, respectively, during the year ended
December 31, 2016.
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