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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the 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 internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reason-
ableness of significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Basis for Qualified Opinions on the Government-Wide and Proprietary Fund Financial Statements

The District has not recognized the other post-employment benefit (OPEB) expense or obligation which is
required in accordance with U. S. generally accepted accounting principles and under Government Accounting
Standards Board (GASB) Statement No. 45, to be recorded in the government-wide financial statements and in
the proprietary fund financial statements. The effects of that departure on the financial statements are not
reasonably determinable. The District has also not disclosed the descriptive information about the other post-
employment benefits required by standards.

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 fund information of the Metro
East Sanitary District in Madison and St. Clair Counties, Illinois, as of December 31, 2012, and the respective
changes in financial position, thereof, for the year then ended in conformity with U. S. generally accepted
accounting principles.

Qualified Opinion on the Government-Wide and Proprietary Fund Financial Statements

In our opinion, except for the missing recognition matter described in the Basis for Qualified Opinions paragraph,
the financial statements referred to above present fairly, in all material respects, the respective financial position
of the governmental activities of the Metro East Sanitary District in Madison and St. Clair Counties, Illinois, as of
December 31, 2012, and the respective changes in financiat position, thereof, for the year then ended in conform-
ity with U. S. generally accepted accounting principles.

In addition, in our opinion, except for the missing recognition matter described in the Basis for Qualified
Opinions paragraph, the financial statements referred to above present fairly, in all material respects, the
respective tinancial position of the business-type activities of the Metro East Sanitary District in Madison and

St. Clair Counties, lllinois, as of March 31, 2012, and the respective changes in financial position and cash flows,
where applicable, thereof, for the year then ended in conformity with U. S. generally accepted accounting
principles.

Other Matters

U. S. generally accepted accounting principles require that the management’s discussion and analysis and
budgetary comparison information on pages 1 through 8 and 40 through 43 be presented to supplement the
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MDA 2

METRO EAST SANITARY DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

The Governmentai 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. The business-type
activities reflect private sector type operations (Sewer 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 control over resources 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 statements will find the
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.

Governmental Funds

The Governmental Major Fund Presentation (see Pages 7 and 9) 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 flow 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 Government-Wide
Financial Statements. The District maintains five individual governmental funds. 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 funds which are both considered to
be major funds. Data from the other governmental funds are combined into a single, aggregated presentation.
Individual 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 Business-Type Activities in the Government-
Wide Financial Statements.

Proprietary Fund Financial Statements (see Pages 11-15) provide the same type of information as the Government-
Wide Financial 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,
see Page 16). While this fund represents trust responsibilities of the government, these assets are restricted in
purpose and do not represent discretionary assets of the government. Therefore, these assets are not presented as
part of the Government-Wide Statements,

While the business-type activities column on the Proprietary Fund Financial Statements is the same as the busipess-
type column at the Government-Wide 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 each statement (see Pages 8 and 10). 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 transactions and incorporate
the capital assets and long-term obligation (bonds and others) into the governmental activities column (in the
Government-Wide Statements),

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
Government-Wide and Fund Financial Statements. The Notes to the Financial Statements can be found on Pages
19-39 of this report.

(See independent auditor’s report.)
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MDA 4

METRO EAST SANITARY DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Deferred revenue
Property taxes 3,322,882 3,212,159 (110,723}
Pension contributions Payable 40,390 39,544 { 846)
Long-term liabilities 2,457,563 2,450,596 {6967}
Total liabilities 36,484,259 | $7,036,590 $552,331

For more detailed information see the Statement of Net Assets (Pages 4-5).

Net assets of the District’s governmental activities decreased from $21,855,246 for year ending December 31, 2011
to $21,512,606 for year ending December 31, 2012. This was a 1.57 percent (1.57%) decrease from the previous
year. The District’s unrestricted net assets for governmental activities; the part of net assets than can be used to
finance day-to-day operations, was $2,877,353. Investment in capital assets, net of related debt totaled $12,514,533.
Restricted assets totaled $6,120,720 with $100,054 restricted for escrow account, $2,110,784 restricted for tort
immunity and $3,517,162 restricted for levee rehabilitation and $392,720 restricted for auditing, municipal
retirement and Social Security.

The net assets of business-type activities were $6,370,912. The District can use the unrestricted net assets of
52,789,409 to finance the continuing operation of its sewage treatment facility. The investment in capital assets, net
of related debt totaled $3,539,941. Restricted net assets totaled $41,562 for the 203 Pump Station.

Normal Impacts on Net Assets

There are six basic (normal) transactions that will affect the comparability of the Statement of Net Assets summary
presentation.

Net Results of Activities - which will impact {increase/decrease) current assets and unrestricted net assets.

Borrowing for Capital — which will increase current assets and long-term debt.

Spending Borrowed Proceeds on New Capital — which will reduce current assets and increase capital assets,
There is a second impact, an increase in the investment in capital assets and an increase in related debt, which will
not change the invested in capital assets, net of related debt.

Spending of Non-borrowed Current Assets on New Capital — which will (a) reduce current assets and increase
capital assets and (b} will reduce unrestricted net assets and increase invested in capital assets, net of related debt.

Principal Payment on Debt — which will (a) reduce current assets and reduce long-term debt and (b) reduce
unrestricted net assets and increase invested in capital assets, net of related debt,

Reduction of Capital Assets through Depreciation — which will reduce capital assets and invested in capital
assets, net of related debt.

Current Year Impacts on Net Assets
The District’s combined net assets (which are the District’s bottom line) decreased by $147,249, which was the
result of the governmental activities net assets decreasing by $342,640 and the business-type activities net assets
increasing by $195,391.

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

{See independent auditor's report.)
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MDA 6

METRO EAST SANITARY DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Changing Patterns in Intergovernmental and Grant Revenue (both recurring and non-recurring) —
certain recurring revenues (State-share revenues, etc.) may experience significant changes periodically
while non-recurring (or one-time) grants are less predictable and often distorting in their impact on year-to-
year comparisons.

Market Impacts on Investment Income — the District’s investment portfolio is managed using a similar
average maturity to most governments. Market 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 58.34% of
the District’s General Fund and 27.45% of Sewer Fund operating costs.

Salary Increases (annual adjustments and merit) - the ability to attract and 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 2 major consumer of
certain commodities such as supplies, fuels and parts. Some functions may experience unusual
commodity-specific increases.

Current Year Impacts

Governmental Activities

Revenues and Expenses:

Revenues for governmental activities decreased by $1,285 or .03% for a total of $4,649,833. Expenses
decreased by $874,921 or 14.92% for a total of $4,992,473. Expenses exceeded revenue by $342,640 for
the 2012 fiscal year.

Total project costs have decreased $644,603 and group health insurance decreased by $205,029 which
contributed to the decrease in governmental activity expenses.

Business-Type Activities

Revenues and Expenses:

Revenues for the business-type activities increased by $309,435 or 9.91% for a total of $3,434,090.
Operating expenses increased by $532,692 or 19.69% for a total of $3,238,699, Overall revenues exceeded
expenses by $195,391 for the 2012 fiscal year.

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS
Governmental Funds
At December 31, 2012 the Governmental Funds (as presented on Page 6) reported a combined fund balance

of $9,096,839. This is an increase of $74,937 or .83% from the previous year. Of the total fund balance,
$2,679,395 is unassigned indicating availability for continuing District services. Restricted fund balance of

(See independent auditor’s report.)
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MDA 8

METRO EAST SANITARY DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide 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 information should be directed to Rosemarie Heath, District Clerk,
Metro East Sanitary District, 1800 Edison Avenue, PO Box 1366, Granite City, IL 62040.

(See independent auditor’s report.)
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EXHIBIT A
Page 2
STATEMENT OF NET ASSETS
(continued)
December 31, 2012
(With Summarized Comparative Information as of December 31, 2011)
2012 2011
Total Total
Governmental  Business-Type Primary Primary
Activities Activities Government Government
NET ASSETS
Investment in capital assets,
net of related debt 12,514,533 3,539,941 16,054,474 16,504,898
Restricted for
Escrow accounts 100,054 - 100,054 101,841
203 Pump Station - 41,562 41,562 46,922
Auditing 27,123 - 27,123 26,636
Municipal retirement 72,676 - 72,676 90,615
Social Security 292,921 - 292,921 259,843
Tort immunity 2,110,784 - 2,110,784 2,149,029
Levee rehabilitation 3,517,162 - 3,517,162 3,535,848
Unrestricted 2,877,353 2,789,409 5.666,762 5,315,135
TOTAL NET ASSETS $ 21,512,606 $ 6,370,912 $27.883,518  $28,030,767

The accompanying notes are an integral part of these financial statements.
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EXHIBIT G
Metro East Sanitary District

STATEMENT OF NET ASSETS
PROPRIETARY FUND

Lansdowne Trunk - Madison and Venice Sewerage System
Madison and St. Clair Counties, Illinois

March 31, 2012
(With Summarized Comparative Information as of March 31, 2011)

Business-Type Activities

Sewer Fund
2012 2011
CURRENT ASSETS
Cash and cash equivalents
Cash in checking account $ 1,862,716 $ 1,884,577
Receivables
Utility users 803,772 943,783
Illinois EPA loan agreement - 676,137
Granite City Regional Treatment Center -
overpayment credit - 22,484
Loans to Metro East Sanitary District - related party 600,000 -
City of Venice - sewer break 23,897 -
Other 723 1,104
Interest receivable 928 1,618
Prepaid expenses - -
Total current assets 3,292,036 3,529,703
RESTRICTED ASSETS
Cash
203 Pump Station sinking fund 41,562 46,922
NONCURRENT ASSETS
Capital assets
Land and construction in progress 191,000 3,226,404
Assets being depreciated 11,834,882 8,048,417
Accumulated depreciation (6,224,322) (6,023,628)
Total noncurrent assets 5,801,560 5,851,193
Total assets 9,135,158 9,427,818
CURRENT LIABILITIES
Accounts payable 367,829 981,510
Due to Metro East Sanitary District 65,520 50,800
Compensated absences 120,054 9,000
Total current liabilities 553,403 1,041,310

(continued on next page)
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EXHIBIT H
Metro East Sanitary District
STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUND
Lansdowne Trunk - Madison and Venice Sewerage System
Madison and St. Clair Counties, [llinois
Year Ended March 31, 2012
(With Summarized Comparative Information for Year Ended March 31, 2011)
Business-Type Activities
Sewer Fund
2012 2011
OPERATING REVENUES
Charges for services
Sales and service charges $ 2,719,188 $ 3,003,565
Lien fees 23,580 6,630
Miscellaneous 484 1,114
Total operating revenues 2,743,252 3,011,309
OPERATING EXPENSES
Personal services 889,152 799,662
Contractual services 393,824 421,220
Materials and supplies 66,665 68,201
Maintenance and repairs 340,390 148,942
Secondary treatment 1,344,385 1,110,275
Miscellaneous 3,589 3,710
Depreciation 200,694 153,997
Total operating expenses 3,238,699 2,706,007
Operating income (loss) (495,447) 305,302
NONOPERATING REVENUES
Interest income 7,118 12,771
Sale of land 683,720 -
Sale of scrap - 4,638
Commerce & Economic Opportunity - Direct Drive Grant - 95,937
Total nonoperating revenues 690,838 113,346
Change in net assets 195,391 418,648
TOTAL NET ASSETS, BEGINNING 6,175,521 5,756,873
TOTAL NET ASSETS, ENDING $ 6370912 $ 6,175,521

The accompanying notes are an integral part of these financial statements.
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EXHIBIT I
Page 2

STATEMENT OF CASH FLOWS

PROPRIETARY FUND

Lansdowne Trunk - Madison and Venice Sewerage System

Madison and St, Clair Counties, Iilinois

(continued)

Year Ended March 31, 2012
(With Summarized Comparative Information for Year Ended March 31, 2011)

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES
Operating income (loss)
Adjustments to reconcile income from operations
to net cash provided by operating activities
Depreciation and amortization
Changes in assets and liabilities
{Increase) decrease in current assets
Receivables
Customers
Illinois EPA
Granite City Regionail Treatment
Loans to Metro East Sanitary
District - related party
City of Venice - sewer break
Other
Accrued interest receivable
Prepaid expenses
Increase (decrease) in current liabilities
Accounts payable
Due to primary government
Accumulated unpaid vacation and sick pay

NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES

CASH AND CASH EQUIVALENTS ARE
ACCOUNTED FOR AS FOLLOWS
Cash and cash equivalents
Unrestricted
Restricted

TOTAL AS ABOVE

The accompanying notes are an integral part of these financial statements.

Business-Type Activities

Sewer Fund
2012 2011
$ (495447 $ 305,302
200,694 153,997
140,011 {1,589)
676,137 (179,037
22484 33,455
(600,000) -
(23,897 -
381 (1,104)
690 1,278
- 6,130
{613,681) (4,466)
14,720 15,800
{24,968) 46,151
3 (702,876) $ 375,917
§ 1,862,716 $ 1,884,577
41,562 46,922
$ 1904278 $ 1,931,499
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Metro East Sanitary District
NOTES TO FINANCIAIL STATEMENTS

December 31, 2012
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Metro East Sanitary District
NOTES TO FINANCIAL STATEMENTS

December 31, 2012

The financial statements of the Metro East Sanitary District (District) are prepared in accordance with
U. S. Generally Accepted Accounting Principles (GAAP). The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The more significant of the District’s accounting policies are described
below.

A. Reporting Entity

The Metro East Sanitary District is a special district as outlined in the Ilinois State Statutes. The
District’s executive Board consists of five members, three of which are appointed from Madison
County and two from St. Clair County. The District is responsible primarily for operating and
maintaining the storm water drainage systemn within its bi-county 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 reporting entity, as set forth in GASB No. 14, “The
Financial Reporting Entity,” is financial accountability. Financial accountability is defined as
appointment of a voting majority of the component unit’s board and either the ability to impose will
by the primary government or the possibility that the component unit will provide a financial
benefit to or impose a financial burden on the primary govemment. Based on these criteria, the
following is a component unit that has been presented as a blended component unit in the accompa-
nying financial statements:

Lansdowne Sewerage and Treatment System

The governing board of the District exercises control over the Lansdowne Trunk - Madison and
Venice Sewer Systems relative to rates for user fee charges, 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
financial statements is financial information from Lansdowne’s fiscal year ended March 31, 2012.

The System issues a publicly available financial report that includes financial statements and
required supplementary information. That report may be obtained by writing to the Metro East
Sanitary District, P. O. Box 1366, Granite City, Illinois 62040.

B. Government-Wide and Fund Financia} Statements
The government-wide financial statements (i.e., the statement of net assets and the statement of

activities) report financial information for the District as a whole excluding fiduciary activities of
the District such as Blue Water Ditch Funds. The effect of material interfund activity has been

(continued on next page)
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NOTES TO FINANCIAL STATEMENTS
(continued)
December 31, 2012

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
General Fund is used to account for all activities of the general govemment not accounted for in
some other fund.

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 either to outside parties (enterprise funds)
or to other departments or agencies primarily within the government (internal service funds).
Pursuant to GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds,
the District has chosen to apply all GASB pronouncements as well as those pronouncements of the
Financial Accounting Standards Board (FASB) to account for proprietary funds.

Fiduciary funds are used to account for assets held on behalf of outside parties, including other
governments, or on behalf of other funds within the government. When these assets are held under
the terms of a formal trust agreement a pension fund is used.

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

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
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 incurred. Property taxes are recognized as revenues in the year for
which they are levied (i.e., intended to finance). Grants and similar items are recognized as reve-
nues as soon as all eligibility requirements imposed by the provider have been met. Operating
revenues/expenses include all revenues/expenses directly related to providing water, sewer and
recreation services. Incidental revenues/expenses are reported as nonoperating.

Governmental fund financial statements are reported using the current financial resources measure-
ment 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 collect-
ible within the current period or soon enough thereafter to pay liabitities of the current period. The
District considered revenues to be available if they are collected within 60 days of the end of the
current fiscal period. Expenditures generally are recorded when a fund liability is incurred. How-
ever, debt service expenditures are recorded only when payment is due.

(continued on next page)
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NOTES TO FINANCIAL STATEMENTS
(continued)
December 31, 2012

The District does not provide for an allowance for uncollectible accounts. This departure from
generally accepted accounting policies is not considered material.

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.

The accompanying financial statement includes revenues from the 2011 property tax levy. Prop-
erty 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 for the taxes assessed. The values are adjusted by
various percentages depending upon the type of property (residential, commercial, etc.). The
assessed values are equalized by the Illinois Department of Revenue to ensure uniformity of
property assessments throughout the State. The 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 jurisdiction over the
parcel by the equalized value. The tax amounts by parcel are forwarded to the County Collectors.

Property taxes are collected by the County Collectors who remit to the taxing units their respective
shares of the collection. Taxes levied in one year become 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 instailments are due throughout
the year. Taxes are collected from July 2012 through March 2013.

For governmental funds, only property taxes, which are intended to finance the current fiscal year
and collected within 60 days subsequent to year-end, are recorded as revenue.

Prepaid Items/Expenses

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

Capital Assets

Capital assets, which include property, plant, equipment and infrastructure assets (e.g., roads,
bridges, sidewalks and similar items), are reported in the applicable governmental or business-type
activities columns in the government-wide financial statements. Capital assets are defined by the
District as assets with an initial, individual cost of more 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 constructed. Donated assets are recorded at estimated fair value at
the date of donation.,

(continued on next page)
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-25.

NOTES TO FINANCIAL STATEMENTS
(continued)
December 31, 2012

At December 31, 2012, District employees have accumulated $46,129 in accrued vacation and
$235,591 in accrued sick pay.

Current liabilities of the governmental activities include $35,000 of these compensated absences.

At March 31, 2012, Lansdowne Sewerage system employees have accumutated $69,278 in accrued
vacation and sick pay.

Current liabilities include $9,000 of these compensated absences.

. Long-Term Obligations

In government-wide financial statements, and proprietary fund types in the fund financial state-
ments, long-term debt and other long-term obligations are reported as liabilities in the applicable
governmental activities, business-type activities or proprietary fund type financial statements.
Bonds payable are reported net of the applicable bond premium or discount. Bond issuance costs
are reported as deferred charges and amortized over the term of the related debt.

As of December 31, 2012 the District has no outstanding bonds.

Estimates

Management uses estimates and assumptions in preparing these financial statements in accordance
with generally accepted accounting principles. These estimates and assumptions affect the reported
amounts of assets and liabilities and the reported revenues and expenditures. Actual results could
vary from estimates that were used.

. Comparative Data

Comparative data for the prior year has been presented in selected sections of the accompanying
financial statements in order to provide an understanding of changes in the District’s financial
position and operations. However, complete comparative data (i.e., presentation of prior year totals
by fund type in each of the statements) has not been presented since this inclusion would make the
statements unduly complex and difficult to read.

. Date of Management Evaluation

Management has evaluated subsequent events through May 13, 2013, the date on which the
financial statements were available to be issued.

(continued on next page)
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NOTES TO FINANCIAL STATEMENTS
(continued)
December 31, 2012

Note 3: Fund Balances - Governmenta} Funds

As of December 31, 2012, fund balances of the governmental funds are classified as follows:

Nonspendable - consists of amounts that cannot be spent because they are either not in
spendable form or are legally or contractually required to be maintained intact.

Restricted - amounts that can be spent only for specific purposes because of constitu-
tional provisions, charter requirements or enabling legislation, or because of constraints
that are externally imposed by creditors, grantors, contributors, or the laws or regulations
of other governments.

Commiited - consists of fund balances that can only be used for specific purposes pur-
suant to constraints imposed by formal action by the District’s highest level of decision-
making authority. The District has no committed fund balances as of December 31,
2012.

Assigned - consists of fund balances that are intended to be used for specific purposes but
are neither restricted nor committed. Intent is expressed by the District’s Board or their
designee. The District has no assigned fund balances as of December 31, 2012.

Unassigned - fund balance that has not been assigned to other funds and has not been
restricted, committed or assigned to specific purposes within the fund.

When both restricted and unrestricted resources are available for use, it is the District’s policy to use ex-
ternally restricted resources first, then unrestricted resources - committed, assigned and unassigned - in
order as needed.

As of December 31, 2012, fund balances are composed of the following:

Nonspendable Restricted

General Fund
Prepaid expenses $ 148,362 3 -
Tort immunity 465,906 -
Escrow accounts - 100,054
Levee rehabilitation - 2,700,817
Unassigned - -
Total general fund 614,268 2,800,871

Tort Liability
Tort immunity 1,793,240 -
Levee rehabilitation - 816,345

(continued on next page)
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Note 5:

229.

NOTES TO FINANCIAL STATEMENTS

GOVERNMENTAL ACTIVITIES
Capital assets not being depreciated
Land

Capital assets being depreciated
Buildings
Machinery and equipment
Vehicles

Total capital assets
being depreciated

Less accumulated depreciation for
Buildings
Machinery and equipment
Vehicles

Total accumulated depreciation

Total capital assets being
depreciated, net

GOVERNMENTAL ACTIVITIES
CAPITAL ASSETS, NET

BUSINESS-TYPE ACTIVITIES
Capital assets not being depreciated
Land
Construction in progress

Total capital assets not
being depreciated

Capital assets being depreciated
Buildings
Equipment
Office equipment
Force main, trunk lines and
treatment plant

Total capital assets
being depreciated

Less accumulated depreciation

Total capital assets
being depreciated, net

BUSINESS-TYPE ACTIVITIES
CAPITAL ASSETS, NET

(continued)
December 31, 2012
Beginning Ending
Balances Increases Decreases Balances
$ 1,714,120 $ 1,298 b - $  1,715418
13,862,153 - - 13,862,153
2,438,508 - - 2,438,508
485226 25,149 23,604 436,771
16,785,887 25,149 23,604 16,787,432
4,797,429 167,054 - 4,964,483
780,759 72,644 - 853,403
142,373 28,058 - 170,431
5,720,561 267,756 - 5,988,317
11,065,326 (242,607) 23,604 10,799,115
$ 12,779,446 $ (241,309 $ 23,604 $ 12,514,533
E——————j ———————1 —————— ]
b 194,000 $ - $ - $ 191,000
3,035,404 - 3,035,404 -
3,226,404 - 3,035,404 191,000
3,323,798 - - 3,323,798
2,523,898 310,486 - 2,834,384
21,030 - - 21,030
2,779,691 2,875,979 - 5,655,670
8,648,417 3,186,465 - 11,834,882
6,023,628 200,694 - 6,224,322
2,624,789 2,985,771 - 5,610,560
$ 5851193 $ 2,985,771 $ 3,035,404 $ 5,301,560

(continued on next page)
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NOTES TO FINANCIAL STATEMENTS

(continued)
December 31, 2012
Note 6: Long-Term Debt (continued
A S and Discussion Relating to Debt Recorded on Accompan Financial Statements

{continued)

Balance Balance Due
April 1, New Debt Debt March 31, Within

Description and Purpose 2011 Issued Retired 2012 One Year

Primary Government (continued)

Water Fund/Sewer Funds (continued)
Compensated absences
Accumulated sick pay 94,246 - 24,968 69,278 9.000
Total Business-Type Activities $2219987 $ 191405 § 80495 $2330.897 $ 120,054

e el b, e e

1. Accumulated Sick Pa

All regular, full-time employees of the District can accumulate sick days. This amount repre-
sents the liability for the District for accumulated sick days as of December 31, 2012 and
March 31, 2012.

2. Accumulated Vacation Pa

All regular, full-time employees of the District accumulate vacation days. This amount repre-
sents the liability for the District for accumulated vacation days as of December 31, 2012 and
March 31, 2012.

IEPA Loan #1 - Business-Type Activities

During the fiscal year ended March 31, 2010, the District entered into a loar/grant agreement
with the Illinois Environmental Protection Agency for construction of a 24 inch replacement
sewer main and emergency generators. The loan portion is approved for $2,317,146 and the
District has drawn down 100% on the loan and received $721,854 in grant revenues as of
March 31, 2012. The loan is a 20 year loan with an annual fixed rate of 0%. At March 31,
2012 no schedule of maturities is presented as the loan has not been completely finalized.

B. Legal Debt Margin

The computation of legal debt margin at December 31, 2012 is as follows:

ASSESSED VALUATION, 2011 TAX YEAR $ 792,532,165
Statutory debt limitation (5.75% of assessed valuation) 5 45,570,599
General obligation bonds outstanding -
LEGAL DEBT MARGIN $ 45,570,599

(continued on next page)
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NOTES TO FINANCIAL STATEMENTS
(continued)
December 31, 2012

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

For calendar year ending December 31, 2011, the District’s annual pension cost was $279,340.

Trend Information
Calendar Annual Percentage Net
Year Pension of APC Pension
Ending Cost (APC) Contributed Obligation
12/31/11 279,340 100% L3 328
12/31/10 253,915 85% 38,716
12/31/09 147,809 100% -

The required contribution for 2011 was determined as part of the December 31, 2009 actuarial
valuation using the entry age actuarial cost method. The actuarial assumptions at December 31,
2009 included (a) 7.5% 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 investrnents over a five-year period with a
20% corridor between the actuarial and market value of assets. The regular plan’s unfunded
actuarial accrued liability at December 31, 2009 is being amortized as a level percentage of
projected payroll on an open 30 year basis.

Funded Status and Funding Progress

As of December 31, 2011, the most recent actuarial valuation date, the regular plan was 83.52%
funded. The actuarial accrued liability for benefits was $8,193,026 and the actuarial value of assets
was $6,842,515, resulting in an underfunded actuarial accrued liability (UAAL) of $1,350,511. The
covered payroll for calendar year 2011 (annual payroll of active employees covered by the plan)
was $2,680,806 and the ratio of the UAAL to the covered payroll was 50%.

(continued on next page)
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NOTES TO FINANCIAL STATEMENTS
(continued)
December 31, 2012

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

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 pay-
ments 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.

During 2005 the District received $7,144 in reimbursement from the Corps of Engineers. These
reimbursements represent prior year District share payments, which have not been used by the
Corps of Engineers for their respective projects as of the dated reimbursement.

During 2006 the Corps of Engineers requested $986,667 from the District for upcoming projects.
This payment was reflected as a current year expense in the financial statements.

During 2008 the District received $22,520 in reimbursement from the Corps of Engineers. These
reimbursements represent prior year District share payments, which have not been used by the
Corps of Engineers for their respective projects as of the dated reimbursement.

. 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

{(continued on next page)
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NOTES TO FINANCIAL STATEMENTS
{continued)
December 31, 2012

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 Lansdowne System is
responsible for maintaining the station and is to bill users for the related costs.

The additional agreement referenced in the preceding paragraph also provides for the accumulation
of funds for the ultimate replacement of worn pumps and parts. This account is to be increased by
payments payable on a monthly basis over a five (5) year term by all users of the system until it
reaches a maximum balance of $50,000. The accompanying financial statements account for these
accumulations as restricted assets totaling $41,562 and $46,922 at March 31, 2012 and 2011,
respectively.

. Expenditures in Excess of Budget

Actual expenditures exceeded budgeted expenditures in none of the District’s funds during the year
ended December 31, 2012.

Blue Water Ditch Fiduciary Funds

As noted above, these financial statements include fiduciary funds which are used to account for
assets held on behalf of outside parties. As displayed, these Blue Water Ditch funds include an
operating as well as a sinking fund. Cash is received by the District from the following local
municipalities in relation to their participation percentage in the Blue Water Ditch Project. The
State of Nlinois Office of Water Resources is the oversight agency for this Blue Water Ditch
Project.

Participation

Municipality Percentage
Village of Cahokia 59.70
St. Clair County 4.90
City of Alorton 8.10
City of Centreville 23.60
Centreville Township 3.70
— 100.00

The Sinking Fund is used to accumulate revenues for eventual system renewals and replacements.
The Operations and Maintenance Fund is used to account for ongoing operations of the Blue Water

Ditch pumping station including the cost for electricity to operate the pumping system. Costs in
this regard totaled $39,814 in 2012 and $100,748 in 2011.

(continued on next page)
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NOTES TO FINANCIAL STATEMENTS
(continued)
December 31, 2012

Note 8;: Other Note Disclosures (continued

K. Construction Contract Commitments - Lansdowne Sewer IEPA

As of March 31, 2012 the Lansdowne Sewer System has completed a construction project for the
replacement of a 24 inch sewer main totaling $2,306,253 plus engineering costs. Funding for this
project is being provided through the Illinois EPA as part of a loan/grant project (see Note 6 above).

IDOT - Triple Box Culverts

In 2010, during the preparation work related to a new Mississippi River Bridge, it was determined
that a District owned culvert known as the Triple Box Culvert needed to be cleaned and evaluated
with respect to the new bridge project. In this connection, IDOT agreed to reimburse the District
for any engineering costs it incurred. All of the actual cleaning is provided by IDOT directly. As
of December 31, 2011 the District has incurred and been reimbursed $448,452 from IDOT.

M. Assessed Valuation Increase

The District’s assessed valuation for the 2011 levy year for both Madison and St. Clair counties was
significantly greater than in the past. This increase was due to the District’s annexation of property
from its current easterly boundaries to the Mississippi River bluff. The District is expanding its
coverage area as water runoff from these additional parcels has been contributing to the District’s
water drainage control costs.
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SCHEDULE A
Page 2
SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
BUDGET (GAAP BASIS) AND ACTUAL
GENERAL AND MAJOR SPECIAL REVENUE FUNDS
(continued)
Year Ended December 31, 2012
General Fund Tort Liability Fund
Original Original
and Final and Final
Budget Actual Budget Actual
EXPENDITURES (continued)
Administration (continued)
Telephone 4,800 4,373 -
Water, trash and sewerage 500 426 -
Postage 1,000 1,132 -
Material and supplies
Vehicies 1,000 - -
Equipment 2,000 159 -
Building 5,000 329 -
Office expense 12,500 7,198 -
Licenses and title - 315 -
Copier lease 2,400 2,047 -
Building security 1,000 1,368 -
Legal services 15,000 37,088 113,000 116
Legal publications 11,000 8,593 -
Payroll processing 5,700 5,394 -
Land and title work 1,000 1,139 -
Training and travel 3,250 - -
Dues and subscriptions 300 397 -
Petty cash 1,000 222 -
Minor medical fees 7,500 5,844 -
Easements 200 200 -
Design agreement share payments 21,000 83,000 -
Flood prevention expenditures - noncapital - 30,348 -
Bank fees 50 145 -
IDOT - Triple box culverts 25,000 - -
Real estate taxes - 1,010 -
Public relations - 32,000 -
Miscellaneous 500 - -
Engineering
Engineering services 80,000 79,826 -
General maintenance
Salaries - Madison County 760,000 847,932 -

(continued on next page)
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SCHEDULE A
Page 4
SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
BUDGET (GAAP BASIS) AND ACTUAL
GENERAL AND MAJOR SPECIAL REVENUE FUNDS
(continued)
Year Ended December 31, 2012
General Fund Tort Liability Fund
Original Original
and Final and Final
Budget Actuat Budget Actual
EXPENDITURES (continued)
Capital outlay
Purchase of land - 1,298 - -
Equipment purchases 425,000 25,149 - -
Total expenditures 6,247,000 4,345,810 113,000 116
Excess (deficiency) of
revenues over expenditures $10,178,809 45416 § (93,150) 13,895
Fund balance, beginning of year 6,049,118 2,595,690

FUND BALANCE, END OF YEAR $ 6,094,534 $2,609,585
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STATEMENT 1
Metro East Sanitary District
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
December 31, 2012
Special Revenue Funds
Municipal Social
Auditing Retirement Security
Fund Fund Fund Totals
ASSETS
ASSETS
Cash $ 27,552 $ 47697 $ 133,539 $208,788
Investments - certificates of deposit - - 120,798 120,798
Due from other funds - 39,254 40,287 79,541
Due from component unit - 270 - 270
Receivables
Property taxes 22,069 190,573 162,221 374,863
Interest receivable - - 88 88
TOTAL ASSETS $ 49,621 $ 277,794 $ 456,933 $784,348
— ——— | — ] BVV—r—————
LIABILITIES AND MUNICIPAL EQUITY
LIABILITIES
Accounts payable $ - $ 14,367 $ - $ 14,367
Interfund payable 429 178 1,791 2,398
Deferred revenue 22,069 190,573 162,221 374,863
Total liabilities 22,498 205,118 164,012 391,628
MUNICIPAL EQUITY
Fund balance
Reserved 27,123 72,676 292,921 392,720
TOTAL LIABILITIES AND
MUNICIPAL EQUITY $ 49,621 $ 277,794 $ 456,933 $784,348
e — . —] p— ]
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STATEMENT 3
Metro East Sanitary District
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
BUDGET (GAAP BASIS) AND ACTUAL
NONMAJOR SPECIAL REVENUE FUNDS
Year Ended December 31, 2012
Municipal Social
Auditing Retirement Security
Fund Fund Fund
Original Original Original
and Final and Final angd Final
Budget Acmal Budget Actual Budget Actual
REVENUES
Property taxes $22,950 $20471 $172,850 $154,485 $178,000 $158,653
Intergovernmental receipts
Replacement taxes - - 39,254 39,254 40,287 40,287
Interest income - 16 - 18 - 569
Total revenues 22,950 20,487 212,104 193,757 218,287 199,509
EXPENDITURES
General government 21,000 20,000 230,000 211,696 194,000 166,431
Excess (deficiency) of
revenues over expenditures $ 1,950 487  $(17.896) (17,939) § 247287 33,078
e ———— ———m—— ———
Fund balance, beginning of year __ 26,636 90,615 259,843
FUND BALANCE, END OF YEAR $27,123 $ 72,676 $292,921

Hﬂﬂ
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SCHEDULE 1
Metro East Sanitary District
SCHEDULE OF GOVERNMENTAL CAPITAL ASSETS
BY FUNCTION/ACTIVITY
As of December 31, 2012
Total Land Buildings Equipment Vehicles
FUNCTION/ACTIVITY
General administration $ 142422 3 - § 833,677 § - 3§ 58,745
Drainage
General maintenance 2,434,068 - 268,465 1,737,577 428,026
Project costs 15,926,360 1,715,418 13,510,011 700,931 -
GOVERNMENTAL

CAPITAL ASSETS $18,502,850 $1,715418  $13,862,153 $2,438,508  $486,771
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ASSESSED VALUATIONS

TAX RATES AND EXTENSIONS

General Fund

Illinois Municipal Retirement Fund
Social Security Fund

Auditing Fund

Liability Insurance Fund

Tort Liability Fund

Totals

COLLECTIONS

General Fund

[llinois Municipal Retirement Fund
Social Security Fund

Auditing Fund

Liability Insurance Fund

Tort Liability Fund

Totals

ALLOWANCE FOR LOSSES AND COSTS

General Fund

Illinois Municipat Retirement Fund
Social Security Fund

Auditing Fund

Liability Insurance Fund

Tort Liability Fund

Totals

DEFERRED TAX REVENUE

Generat Fund

Hlinois Municipal Retirement Fund
Social Security Fund

Auditing Fund

Liability Insurance Fund

Tort Liability Fund

Totals

e e

(Estimated)
2012 2011
$848.871,795 $792.532.165

Rate Extension Rate Extension
0.3120 $ 2,648,480 0.3140 $ 2,488,305
0.0215 182,482 0.0191 151,112
0.0181 153,920 0.0196 155,075
0.0025 21,000 0.0025 20,006
0.0373 317,000 0.0442 350,161
0.0000 - 0.0000 -
0.3914 $ 3,322,882 0.3993 $ 3,164,659
3 - $ 2,341,550

e 143,021

o 146,774

- 18,937

- 331,423

3 - § 2,981,705

b - $ -
[ a =
|

$ 2,648,480 $ 146,755

182,482 8,091

153,920 8,301

21,000 1,069

317,000 18,738

$ 3,322,882 $ 182,954

e e
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ASSESSED VALUATIONS

TAX RATES AND EXTENSIONS
General Fund
Illinois Municipal Retirement Fund
Social Security Fund
Auditing Fund
Liability Insurance Fund
Tort Liability Fund

Totals

COLLECTIONS
General Fund
Illinois Municipal Retirement Fund
Social Security Fund
Auditing Fund
Liability Insurance Fund
Tort Liability Fund

Totals

ALLOWANCE FOR LOSSES AND COSTS

General Fund

Illinois Municipal Retirement Fund
Social Security Fund

Auditing Fund

Liability Insurance Fund

Tort Liability Fund

Totals

DEFERRED TAX REVENUE
General Fund
Illinois Municipal Retirement Fund
Social Security Fund
Auditing Fund
Liability Insurance Fund
Tort Liability Fund

Totals

Sy

2007 2006
729.619.424 684.043.717
Rate Extension Rate Extension

0.3098 $ 2260276

6.0112 81,602
6.0140 102,031
0.0028 20,429
0.0317 231,066
0.0328 239,282

0.3097 $ 2,118,281
0.0000 -
0.0173 118,607

0.0030 20,521
0.0119 81,694
0.0597 408,468

0.4022 $ 2,934,686

$ 2,157,614
79,061
98,126
19,799

223,903
231,833

$ 2,810,336

$ 102,662
2,541

3,905

630

7,163

7,449

$ 124350

0.4017 $ 2,747,571

$ 2,054,948

116,212
20,109
81,545

398,129

$ 2,670,943

_

$ 63,333

2,395
412
149

10,339

$ 76,628

* Negative allowance as collections exceeded extension due to collection of delinquent taxes.
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