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INDEPENDENT AUDITOR’S REPORT

Members of the Board of Trustees
Downers Grove Sanitary District
Downers Grove, Illinois

We have audited the accompanying financial statements of the business-type activities of Downers
Grove Sanitary District, as of and for the year ended April 30, 2011, which collectively comprise the
Downers Grove Sanitary District’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the District’s management. 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 and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. These standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities of the Downers Grove Sanitary District as
of April 30, 2011 and the respective changes in financial position and cash flows for the year then
ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated August 19,
2011 on our consideration of the Downers Grove Sanitary District’s internal control over financial
reporting and our tests of its compliance with certain provision of laws, regulations, contracts and
grants and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the result of that testing and not to provide an
opinion on the internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Governmental Auditing Standards and should be read
in conjunction with this report in considering the results of our audit.

—

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 5 through 13
and 36 be presented 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,
who considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We have applied certain limited
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procedures to the required supplementary information in accordance 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 inquiries, 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 with sufficient
evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Downers Grove Sanitary District’s basic financial statements. The
accompanying financial information as listed in the table of contents as supplemental information is
presented for purposes of additional analysis and is not a required part of the financial statements of
the Downers Grove Sanitary District. This information has been subjected to the auditing procedures
applied in the audit of the financial statements and, in our opinion, is fairly stated, in all material
respects, in relation to the financial statements taken as a whole.

K OenQatd ihpacates L

Klein, Hall & Associates, LLC
Aurora, Illinois ‘
August 19, 2011
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Report on Internal Control over Financial
Reporting and on Compliance and Other Matters Based on an
Audit of Financial Statements Performed
In Accordance with Government Auditing Standards

Members of the Board of Trustees
Downers Grove Sanitary District
Downers Grove, Illinois

We have audited the financial statements of the business-type activities of Downers Grove Sanitary
District as of and for the year ended April 30, 2011, which collectively comprise the Downers
Grove Sanitary District’s basic financial statements and have issued our report thereon dated
August 19, 2011. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained
in Government Auditing Standards, Issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Downers Grove Sanitary District’s internal
control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of Downers Grove Sanitary District’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Entity’s internal control over
financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in internal control such that there is a reasonable possibility that
material misstatement of the entity’s financial statements will not be prevented or detected and
corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control over financial reporting that might be deficiencies, significant deficiencies or be material
weaknesses. We did not identify any deficiencies in internal control over financial reporting that
we consider to be material weaknesses, as defined above.
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Compliance and Other Matters

As a part of obtaining reasonable assurance about whether Downers Grove Sanitary District’s
financial statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grants, noncompliance with which could have
a direct and material effect on the determination of financial statements amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

In accordance with SAS No. 114 The Auditor’s Communication With Those Charged With
Governance we have issued a separate letter dated August 19, 2011 to the Board of Trustees
addressing those required communications.

This report is intended solely for the information and use of the management, the Board of Trustees
and others within the entity and is not intended to be and should not be used by anyone other than
those specified parties.

’K.Qhﬂ.qj\c&o Mﬁ,LLﬁ

Klein, Hall & Associates, LLC
Aurora, Illinois
August 19, 2011
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DOWNERS GROVE SANITARY DISTRICT
Management’s Discussion and Analysis
April 30, 2011

The management of the Downers Grove Sanitary District provides the following
overview and analysis of the District’s financial operations and attached financial
statements for the fiscal year ended April 30, 2011. The following discussion is
presented to enable the reader to more fully understand the accompanying audited
financial statements. The District is responsible for the fair and accurate presentation of
all financial information as well as the internal controls and reporting procedures in
creating the financial statements. In management’s opinion, the financial statements
herewith reflect all material aspects of the District’s operations in an accurate, fair and
complete manner.

The financial statements are prepared in accordance with generally accepted accounting
principles (GAAP), and follow the guidelines of the Governmental Accounting Standards
Board (GASB). In 1999, GASB adopted Statement Number 34, “Basic Financial
Statement-Management’s Discussion and Analysis-For State and Local Governments”
(GASB 34). The District implemented GASB 34 effective May 1, 2004. This standard
modifies the mandatory reporting for the District requiring full accrual accounting
including the reporting of all capital assets net of depreciation. Additional changes
resulting from GASB 34 are in the financial statement presentation. In 2004, GASB
adopted Statement Number 45, requiring government employers of all sizes to measure
and disclose the value of non-pension post-employment benefits. This requirement was
implemented in three phases with the District falling into the last category of
implementation, effective May 1, 2010. This standard requires for the District to have a
valuation of non-pension post-employment benefits performed every other fiscal year,
assuming no tangible change in benefits offered occurs. This valuation is included in the
Notes to the Financial Statements.

BACKGROUND INFORMATION

The Downers Grove Sanitary District is a unit of local government providing wastewater
collection and treatment services for portions of the Villages of Downers Grove,
Westmont, Oak Brook, Woodridge, and Lisle and the City of Darien, and adjacent
unincorporated areas in DuPage County. The District was organized in 1921, under the
1917 Sanitary District Act. The District presently serves a population of approximately
65,000. The District operates and maintains both a wastewater collection system and a
Wastewater Treatment Center (WWTC) to collect, transport and treat the wastewater
from residential, commercial and industrial users within its 20 square mile service area.
The collection system consists of over 240 miles of sanitary sewer lines, 5,800 manholes
and nine major pumping stations. The Wastewater Treatment Center is designed to
process average flows of 11 million gallons per day and peak flows of 110 million
gallons per day. The Wastewater Treatment Center operates under a National Pollutant
Discharge Elimination System (NPDES) permit issued by the Illinois Environmental
Protection Agency. The NPDES permit establishes the stringent criteria which District



operations must meet. The District facility consistently produces an extremely high
quality of effluent (sewage after treatment) which is significantly better than permit
requirements.

The operations of the District are financed primarily by user charges assessed to all users.
The District’s user charge consists of two components — a volume charge based on water
consumption and a monthly service fee. The volume charge is $1.65 per 1000 gallons of
water consumption. The monthly fee is $9.00 per account and additional monthly fees are
charged to certain commercial and industrial customers. Commercial and industrial users
may also be assessed a surcharge based upon waste strengths when these wastes are in
excess of average domestic sewage. The District also maintains a real estate tax levy for
repairs to the sanitary sewer infrastructure and repayment of loans under the American
Recovery and Reinvestment Act of 2009 being administered through the Illinois
Environmental Protection Agency’s Water Pollution Control Loan Program.

FINANCIAL HIGHLIGHTS

The District’s net assets decreased by $4,093,578 this year, which represents a decrease
of 5.7%. As of April 30, 2011, the assets of the District exceed its liabilities by
$68,123,320 (net assets). Of this amount $4,925,611 (unrestricted net assets) may be
used to meet the District’s ongoing obligations.

The user charge remained at $1.65 per 1,000 gallons of water consumption and the
monthly fee remained at $9.00 per month effective April 10, 2010. The user charge was
last increased from $1.60 to $1.65 in 2008 and the monthly fee was last increased from
$8.50 to $9.00 per month in April, 2010.

Billable flow for the year was 5.75 million gallons per day, which represented a 2.4%
decrease from billable flow last year. Billable flow is used to assess District user charges.

During the year, the District worked toward completion of projects funded under the
American Recovery and Reinvestment Act (ARRA) as discussed in more detail below.

In addition, the District completed the extension of sewers under special assessment no.
57 (Woodward and Maple Avenues area) and the purchase of an atomic absorption
spectrometer for the Wastewater Treatment Center Laboratory. Major projects related to
the sanitary sewer infrastructure were undertaken or continued, including the replacement
of sanitary sewers and grouting in Flow Basin IM012A, and the Sanitary Service Repairs
Agreement.

With the passage of the American Recovery and Reinvestment Act of 2009 (ARRA), the
District applied for funding in 2009 for several major projects which were previously
planned for completion in future years. The Illinois Environmental Protection Agency
(IEPA) is the state agency administering funding under ARRA for wastewater projects.
Under ARRA, IEPA is providing financial assistance in the form of 25% grant/75%
interest-free loans for wastewater treatment and sewer system projects. The loan portion
of the funding will be paid back over twenty years without interest. The projects were
bid in August, 2009 and IEPA committed funding in November of 2009. The projects and
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bid prices include: Sewer main and Service Grouting - $3,592,302; Stationary
Emergency Generators for Six Lift Stations - $765,831 Replacement of sanitary sewers:
Gilbert Avenue Trunk Sewer - $529,930, Rogers Street Trunk Sewer - $269,951, Whiffin
Place Private Sewer - $63,105, Ross Court Private Sewer - $188,652, Cass Avenue Alley
Sewer - $312,414, Kenyon Avenue Private Sewer - $102,917, and Special Assessment
No.58 (Drendel, Cross & Ogden) - $594,300 (this total includes the replacement of a
length of sewer on Ogden from Walnut to Drendel that was originally installed too
shallow to serve this area); Replacement of the Wastewater Treatment Center Switchgear
and Automatic Transfer Switch - $397,000; the Northwest Lift Station High Flow Pump
Installation - $136,172; the Venard Lift Station Replacement - $495,000; and Wastewater
Treatment Center Grease and Scum Handling Equipment - $215,700; and $1,183,737 for
engineering, legal, administrative and contingency costs.- Of the $8.847 million, the
District will repay $6.635 million in annual payments of approximately $332,000 over 20
years. All construction on these projects was started in fiscal year 2009-10. The sanitary
sewer replacement projects completed during fiscal year 2010-11 included Gilbert
Avenue Trunk Sewer, Rogers Street Trunk Sewer, Whiffin Place Private Sewer, Ross
Court Private Sewer, Cass Avenue Alley Sewer, and Kenyon Avenue Private Sewer. The
Wastewater Treatment Center and Lift Station projects completed during fiscal year
2010-11 included the Wastewater Treatment Center Switchgear and Automatic Transfer
Switch, Northwest Lift Station High Flow Pump Installation, and the Wastewater
Treatment Center Grease and Scum Handling Equipment. The remaining projects being
funded through ARRA including Sewer Main and Service Grouting, Stationary
Emergency Generators, Venard Lift Station Replacement, and Special Assessment No.
58 (Drendel, Cross & Ogden) are expected to be completed early in fiscal year 2011-12.

OVERVIEW OF THE FINANCIAL STATEMENTS

Management’s Discussion and Analysis introduces the District’s basic financial
statements, which are comprised of the independent auditor’s report, general purpose
financial statements, and notes to the financial statements. The District also includes in
this report additional information to supplement the basic financial statements.

Government-wide Financial Statements

The District’s basic financial statements report information using accounting methods
similar to those used by private sector companies. These statements offer short and long-
term financial information about its activities. The statement of net assets includes all of
the District’s assets and liabilities, and provides information about the nature and
amounts of investments in resources (assets) and the obligations to the District’s creditors
(liabilities). It also provides the basis for evaluating the capital structure of the District,
and assessing the liquidity and financial flexibility of the District.



All of the current year’s revenues and expenses are accounted for in the statement of
revenues, expenses, and changes in net assets. This statement measures the success of
the District’s operations over the past year, and can be used to determine whether the
District has successfully recovered all its costs through its user fees and other charges.

The last government-wide financial statement is the statement of cash flows. The
statement reports cash receipts, cash payments, and net changes in cash resulting from
operations, investing, and financing activities, and provides answers to such questions as
where did cash come from, what was cash used for, and what was the change in the cash
balance during the reporting period.

The government-wide financial statements are presented on pages 14 through 17 of this
report.

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 internal accounts financial statements. The
notes to the financial statements can be found on pages 18 through 31 of this report.

Internal Accounts (Fund) Financial Statements

The District uses internal accounts (funds) to maintain control over resources that have
been segregated for specific activities or objectives. The District, like other state and
local governments, uses internal accounts to ensure and demonstrate compliance with
finance related legal requirements. The District maintains six separate internal accounts.
Although these accounts are maintained as governmental funds internally, all of the
District’s activities are considered business-type activities in the government-wide
financial statements.

The District reports the following internal accounts in its financial statements:

General Fund — The General Fund is the general operating fund of the District.
It is used to account for all financial resources except those required to be
accounted for in another fund. General operating expenditures and the capital
improvement costs that are not paid through other funds are paid from the General
Fund. The fund also includes a replacement fund as a restricted portion of the
General Corporate fund. The balance in the replacement fund is maintained at
$820,000. This treatment of the replacement fund allows all major replacements
to be included in the operation and maintenance budget of the general corporate
fund, allows all interest earned on the replacement fund to be fully utilized, and
applies the balance in the replacement fund towards meeting the minimum
recommended working balance in the general corporate fund.
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Special Revenue Fund — The Special Revenue Fund is utilized to account for the
proceeds of specific revenue sources from which the expenditures are restricted to
specific, designated purposes. It currently includes one fund, the Public Benefit
Fund. The Public Benefit Fund may only be used to pay for the portion of sewer
extensions or sewer special assessments which the District Board of Trustees
deems to be of benefit to an area larger than the immediate service area.

Capital Project Funds — Capital Project Funds are utilized to account for
financial resources to be used for the acquisition or construction of major capital
facilities. There are currently ten capital project funds:

Improvement Fund — The Improvement Fund is utilized for sewer system
and pump station improvements. The primary sources of revenue to this fund
— trunk and lateral sewer service charges — are expected to gradually decrease
as the District reaches full development.

Construction Fund — The Construction Fund is utilized to provide funds for
improvements and expansions to the Wastewater Treatment Center (WWTC)
and repayment of a loan to the Illinois Environmental Protection Agency
(IEPA). The primary source of revenue to the construction fund, sewer permit
fees, is directly related to development activity within the District. As
development proceeds, sewer permit fees are generated and accumulated to
construct additional treatment capacity or otherwise improve the WWTC, as
needed. The Illinois EPA determines remaining capacity at a treatment
facility by reviewing the past twelve months of average influent flow data at
the facility. The three lowest flow months for the period plus outstanding
Illinois EPA permits for new development issued to the District over the past
two years determines the remaining hydraulic capacity. As of December 31,
2010 there are 29,815 population equivalents of capacity remaining on the
WWTC. An expansion in WWTC capacity is not anticipated during the next
five years.

Special Assessment Funds — These funds account for installation of the
public sanitary sewers in special assessment areas. Construction began in
fiscal year 2009-10 on the Drendel Road, Cross Street and Ogden Avenue area
under special assessment no. 58 and was substantially completed during fiscal
year 2010-11. There are currently eight active special assessment funds.

The internal accounts (fund) financial statements are provided on pages 33 through 39 of
this report.

Other Information
In conjunction with the basic financial statements and accompanying notes, this report

also presents certain required supplementary information concerning the District’s
progress in funding its obligation to provide pension benefits to its employees. This



pension obligation information can be found on pages 25 through 26 of this report. Other
required supplementary information includes a Statement of Revenues, Expenditures and
Changes in Fund Balance — Appropriation and Actual for the General Fund found on
page 36.

Additional supplementary information includes a Combined Statement of Revenues,
Expenditures and Changes in Fund Balances — Appropriation and Actual for All
Governmental Fund Types found on page 35 and a Capital Projects Funds, Combining
Statements of Revenues, Expenditures and Changes in Fund Balances — Appropriation
and Actual found on pages 38 and 39.

Financial Analysis of the Sanitary District

The Statement of Net Assets and the Statement of Revenues, Expenses, and Changes in
Net Assets report information about the District’s activities in a way that help the reader
measure the financial health or financial position of the District. These two statements
report the net assets of the District and the changes in them. Over time, increases or
decreases in the District’s net assets — the difference between assets and liabilities — are
one indicator of whether financial health is improving or deteriorating. However, one
also needs to consider other non-financial factors such as changes in economic
conditions, population growth, and new or changed government legislation. A Condensed
Statement of Net Assets is presented in Table A-1, a Condensed Statement of Revenues,
Expenses and Changes in Net Assets is presented in Table A-2 and a Condensed
Statement of Capital Assets is presented in Table A-3.

Table A-1
Condensed Statement of Net Assets
Increase or

FY 2011 FY 2010 (Decrease)
Current and Other Assets $ 7,840,005 $ 7,481,215 $§ 358,790
Capital Assets 68,768,843 67,993,809 775,034
Total Assets $ 76,608,848 $ 75475024 $ 1,133,824

Long-term Debt Outstanding $ 1,639,562 § 1,634,709 § 4,853
Other Liabilities 6,845,966 1,623,417 5,222,549

Total Liabilities $ 8,485,528 § 3,258,126 § 5,227,402

Invested in Capital Assets, Net of

Related Debt $ 61,922,877 §$ 66,359,100 $ (4,436,223)
Restricted for Capital projects 454,832 2,083,101 (1,628,269)
Unrestricted - designated 820,000 820,000 -
Unrestricted - undesignated 4,925,611 2,954,697 1,970,914
Total Net Assets $ 68,123,320 $ 72,216,898 $ (4,093,578)
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The government-wide assets of the District total $68,123,320. The largest portion of the
District’s assets reflects its investment in capital assets of $61,922,877. The total value
of land, buildings, infrastructure improvements, equipment and vehicles is reported net of
the total accumulated depreciation on these items.

The increase in Current and Other Assets was primarily the result of an increase in
special assessments receivables. The District had total cash and investments on hand at
the end of the year of $4,302,526. The increase in Capital Assets was primarily the result
of the completion of major capital improvement projects at the WWTC and pumping
stations, major sanitary sewer replacements, the recognition of developer constructed
sewer system infrastructure, and major equipment purchases.

- The largest portion of the District’s receivables of $3,537,479 for fiscal year 2011 is the

special assessment receivable in the amount of $1,214,913 which will be collected in
subsequent years and the user charges receivable in the amount of $1,321,060 which will
be collected in fiscal year 2012.

The largest component of the District’s Other Liabilities is accounts payable of $505,955.
The amount outstanding for a loan from the Illinois Environmental Protection Agency
was reduced to $255,260 by principal payments totaling $95,931 during the year. The
District also received advances on another EPA loan in the amount of $5,307,188 in
fiscal year 2010-11. The District received advances on this EPA loan in the amount of
$1,283,518 in fiscal year 2009-10.

Net assets total $68,123,320, of which $61,922,877 represents the net amount of the
capital assets less outstanding debt used to acquire them. The remaining amount
represents the amount of funds the District would have if all revenues were collected and
all other obligations of the District were satisfied. This amount is partially restricted for
capital projects of $454,832.

11



Table A-2
Condensed Statement of Revenues,
Expenses, and Changes in Net Assets

Increase or
FY 2011 FY 2010 (Decrease)
Operating revenues $ 6,011,066 $ 5,933,017 $ 78,049
Operating Expenses - Sewer System and
Treatment Facilities $ 9,748,565 $§ 2,555,526 $ 7,193,039
Operations Expenses - Depreciation 1,445,771 1,425,084 20,687
Total Operating Expenses $ 11,194,336 $§ 3,980,610 $ 7,213,726
Operating Profit (loss) $ (5,183,270) $§ 1,952,407 $ (7,135,677)
Nonoperating Revenues (Expenses) $ 1,089,692 $ 1,088,601 $ 1,091
Changes in Net Assets $ (4,093,578) $§ 3,041,008 $ (7,134,586)
Net Assets
Beginning of Year $ 72,216,898 $ 69,175,890 $ 3,041,008
End of Year $ 68,123,320 $ 72,216,898 $ (4,093,578)

The government-wide operations are reflected in the statement of activities, which reports
the overall revenues and expenses for the District. The major component of the District’s
operating revenues is charges for services that totaled $5,856,322. This revenue
increased due to the increase in the monthly fee in April 2010. The District also received
$75,374 for sewer connection charges assessed for new building connections. The major
component for nonoperating revenues is a general corporate real estate tax levy and
investment income. Real estate tax revenue increased during the year. Investment
income decreased during the year due to lowering of interest rates and reduction in the
funds available for investment. The tax levy generated revenue of $979,483 and
investment income was $120,568.

The District had $11,194,336 in operating expenses. Operating expenses increased
during the year primarily due to the completion of projects funded under ARRA as
discussed in the Financial Highlights. Depreciation on capital assets totaled $1,445,771.
Other operating expenditures totaled $9,748,565.

The District’s total operating expenses exceeded operating revenues by $5,183,270. This

exceedance was covered by the receipt of advance payments under ARRA as the ARRA
projects were constructed.

12
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Table A-3
Condensed Statement of Capital Assets
FY 2011 FY 2010 (Decrease)
Land & Land Improvements $ 2,455790 $ 2,455,790 $ -
Buildings and Equipment 47,344,726 46,436,636 908,090
Sanitary Sewer Infrastructure 53,094,151 52,794,248 299,903
Construction in Progress 2,080,037 1,281,049 798,988
Subtotal § 104,974,704 § 102,967,723 $ 2,006,981

Less: Accumulated Depreciation $§ 36,205,861 $ 34973914 §$ 1,231,947
Net Property and Equipment § 68,768,843 $ 67,993,809 $ 775,034

The increase in Net Property and Equipment was the result of the completion of several
major projects as discussed in detail in the Financial Highlights section.

Future Projects

Many of the projects being funded under ARRA were included in the District’s five-year
plan for fiscal years 2009-10 to 2013-14. These projects began construction during fiscal
year 2009-10 and were substantially completed during fiscal year 2010-11. Additional
projects included in the five-year plan for fiscal years 2011-12 to 2015-16 include
continued spending for the District’s comprehensive infiltration and inflow removal and
sewer system rehabilitation policy. This policy is aimed at removing infiltration and
inflow from both public and private property and maintaining the sanitary sewer
infrastructure with a rehabilitation program which protects the integrity of the sewer
system. The replacement of the jet/vacuum truck and television truck for sewer
maintenance has been included. Improvements to the WWTC included in the plan are:
the acquisition of several vacant land parcels in the vicinity of the WWTC. The five-year
plan for fiscal years 2011-12 to 2015-16 also includes annual repayments for the interest-
free loan provided to the District under ARRA.

Contacting the District’s Financial Management

This financial report is designed to provide a general overview of the District’s finances,
comply with finance related laws and regulations, and demonstrates the District’s
commitment to public accountability. If you have questions about this report or would
like to request additional information, please contact the General Manager or Treasurer,
Downers Grove Sanitary District, 2710 Curtiss Street, Downers Grove, IL 60515.

13



DOWNERS GROVE SANITARY DISTRICT
STATEMENT OF NET ASSETS
APRIL 30, 2011

Assets:
Cash and investments
Receivables:
User charges
Property taxes
Special assessments
Other
Capital assets:
Land and construction in progress
Other capital assets, net of depreciation

Total Assets

Liabilities:
Accounts payable
Accrued payroll and withholding
Accrued interest
Deferred revenue
Deposits
Other postemployment benefits
Noncurrent liabilities:
Due within one year
Due in more than one year

Total liabilities

Net Assets:
Invested in capital assets, net of related debt
Restricted for:
Capital projects
Unrestricted- designated
Unrestricted- undesignated

Total net assets

See accompanying notes to basic financial statements
14

§ 4,302,526

1,321,060
997,976
1,214,913
3,530

4,535,827

64,233,016

‘ 76,608,848

505,955
354,321
3,046
519,946
7,008
249,286

99,395

6,746,571

8,485,528

61,922,877

454,832
820,000

4,925,611

$ 68,123,320
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DOWNERS GROVE SANITARY DISTRICT
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED APRIL 30, 2011

OPERATING REVENUES
Sewer user charges
Sewer connection charges
Other

Total operating revenues
OPERATING EXPENSES
Sewer system and treatment facilities
Depreciation
Total operating expenses
Operating profit (loss)
NONOPERATING REVENUES (EXPENSES)
Property taxes
Replacement taxes
Loss on disposal of capital assets
Investment income
Interest expense
Total nonoperating revenues (expenses)

CHANGE IN NET ASSETS

NET ASSETS
Beginning of year

End of year

See accompanying notes to basic financial statements
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$ 5,856,322
75,374
79,370

6,011,066

9,748,565
1,445,771

11,194,336

(5,183,270)

979,483
83,328
(32,217)
120,568

(61,470)
1,089,692

(4,093,578)

72,216,898

_$ 68,123,320



DOWNERS GROVE SANITARY DISTRICT
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED APRIL 30, 2011

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from customers and users $ 6,448,198
Payments to suppliers (7,710,910)
Payments to employees (2,217,148)
Net cash provided (used) by operating activities (3,479,860)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Property tax receipts 959,993
Replacement tax receipts 83,328
Net cash provided (used) by noncapital financing activities 1,043,321
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Principal payments on loan payable (95,931)
Principal advances on loan payable 5,307,188
Interest paid on loan payable (62,615)
Acquisition and construction of capital assets (2,253,022)
Net cash provided (used) in capital and related financing activities 2,895,620

CASH FLOWS FROM INVESTING ACTIVITIES

Investment income 120,568
Net cash provided (used) by investing activities 120,568
NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS 579,649
CASH AND CASH EQUIVALENTS
Beginning of year 3,722,877
End of year $ 4,302,526

See accompanying notes to basic financial statements
16
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DOWNERS GROVE SANITARY DISTRICT
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED APRIL 30, 2011

RECONCILIATION OF OPERATING LOSS TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES
Operating income (loss)
Adjustments to reconcile operating income (loss) to net cash
provided (used) by operating activities:
Depreciation
Change in operating assets and liabilities:
Receivables:
User charges
Special assessments
Other
Accounts payable
Deposits
Accrued payroll and withholding
Other postemployment benefits

Net cash provided (used) by operating activities

See accompanying notes to basic financial statements
17

$ (5,183,270)
1,445,771

(12,667)
269,798
1
(139,863)
10
20,624
119,736

$ (3,479,860)



DOWNERS GROVE SANITARY DISTRICT
Notes To The Financial Statements
April 30, 2011

NOTE 1. DESCRIPTION OF OPERATIONS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The District was incorporated to provide and maintain economical treatment of the
domestic and industrial wastes collected at its sewage treatment plant so that the wastes are given
the degree of treatment necessary to prevent pollution of the water of the State of Illinois. The
accounting policies of the District conform to generally accepted accounting principles as
applicable to governments. The following is a summary of the more significant policies:

A. The Reporting Entity

The District includes all funds of its operations that are controlled by or dependent upon
the District as determined on a basis of financial accountability. Financial accountability
includes appointment of the organization's governing body, imposition of will, and fiscal
dependency. The accompanying financial statements include only those funds of the District as
there are no other organizations for which it has financial accountability.

B. Financial Statement Presentation and Basis of Accounting

The District uses a single enterprise fund to account for all assets, liabilities, fund equity,
revenues, and expenses. Enterprise funds are used to account for operations that are financed and
operated in a manner similar to private businesses where the intent is that all costs of providing
certain goods and services to the general public be financed or recovered primarily through user
charges. Accordingly, the District’s financial statements are presented on the accrual basis of
accounting. Revenues from operations, investments, and other sources are recorded when earned
and expenses are recorded when liabilities are incurred.

The District applies all applicable Government Accounting Standard Board (GASB)
pronouncements, as well as Financial Accounting Standard Board pronouncements issued on or
before November 30, 1989, unless those pronouncements conflict with or contradict GASB
pronouncements.

The District recognizes user charge revenues when the service is provided. Bi-monthly
billing is utilized for most customers. Unbilled receivables have been estimated as of April 30.
User charge rates are intended to generate revenue equivalent to estimated operating and
replacement cost.

State of Illinois replacement taxes are recognized as revenue when the underlying

exchange transaction has occurred. Services and permits, capital investment charges, and other
miscellaneous revenues (except investment earnings) are recorded as revenues when received
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DOWNERS GROVE SANITARY DISTRICT
Notes To The Financial Statements (Continued)
April 30,2011

because they are generally not measurable until actually received. Investment earnings are
recorded as earned since they are measurable and available.

Government-wide financial statements

The District’s basic financial statements report information using accounting methods
similar to those used by private sector companies. These statements offer short and long-term
financial information about its activities. The statement of net assets includes all of the District’s
assets and liabilities, and provides information about the nature and amounts of investments in
resources (assets) and the obligations to the District’s creditors (liabilities). It also provides the
basis for evaluating the capital structure of the District, and assessing the liquidity and financial
flexibility of the District.

All of the current year’s revenues and expenses are accounted for in the statement of
revenues, expenses, and changes in net assets. This statement measured the success of the
District’s operations over the past year, and can be used to determine whether the District has

successfully recovered all its costs through its user fees and other charges, profitability and
creditworthiness.

The last government-wide financial statement is the statement of cash flows. The
statement reports cash receipts, cash payments and net charges in cash resulting from operations
investing, and financing activities, and provides answers to such questions as where did cash

come from, what was cash used for and what was the change in the cash balance during the
reporting period.

b

The government-wide financial statements are presented on pages 14 through 17 of this
report.

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 District, like other state and
local governments uses fund accounting to ensure and demonstrate compliance with finance
related legal requirements. Internally, the District maintains six separate governmental funds.
Although these funds are maintained as governmental funds internally, all of the District’s
activities are considered business-type activities in the government-wide financial statements.
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DOWNERS GROVE SANITARY DISTRICT
Notes To The Financial Statements (Continued)
April 30, 2011

€

The District reports the following funds in its fund financial statements:

GOVERNMENTAL FUNDS
General Fund - The General Fund is the general operating fund of the District. It is used |
to account for all financial resources (primarily user charges) except those required to be o

accounted for in another fund. Since the District does not intend to measure net income

for capital maintenance or other purposes, this fund has been classified under the J
governmental fund type.

Special Revenue Fund - Special Revenue Funds are used to account for the proceeds of
specific revenue sources from which the expenditures are restricted to specific,
designated purposes. It currently includes one fund, the Public Benefit Fund.

E__. €.

Capital Project Funds - Capital Project Funds are used to account for financial resources
to be used for the acquisition or construction of major capital facilities.

E

Construction Fund - This fund is used for plant expansion and major capital
improvements including amounts funded by loans received through the Illinois
Environmental Protection Agency’s Water Pollution Control Revolving Fund

which receives significant funding from United States Environmental Protection
Agency.

Improvement Fund - This Fund accounts for the financial resources used for
improvements to the sanitary sewer collection system.

Special Assessment Funds — These Funds account for installation of the public
sanitary sewers in special annexation areas. No appropriations are utilized for

these funds.
FIDUCIARY FUNDS &j
Fiduciary Funds (Agency Funds) are used to account for assets held by the District in a |
trustee capacity or as an agent for individuals, private organizations, other governments or %i
other funds.
Escrow Funds - The Escrow Funds account for developer deposits to be used for future m]

sewer projects.
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DOWNERS GROVE SANITARY DISTRICT
Notes To The Financial Statements (Continued)
- April 30,2011

C. Capital Assets

Public domain property (sewers) and other capital assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Capital assets are defined by the District as
newly acquired assets and upgrades to existing assets. Depreciation is provided using the
straight-line method over the following estimated useful lives:

Useful Lives
Infrastructure 100 years
Buildings and Structures 25-75 years
Equipment, vehicles, and machinery and furnishings 5-25 years

Depreciation is not provided on construction in progress until the project is completed and placed
in service.

D. Budget Policy and Practice

The District follows these procedures in establishing the budgetary data reflected in the
supplementary financial information:;

The Board of Trustees prepares an Appropriation Ordinance.
Appropriation hearings are conducted.

The appropriation is legally enacted through passage of an ordinance.
The appropriation may be amended by the Board of Trustees.

The appropriation lapses at year end.

NeLUN -

The level of control (level at which expenditures may not exceed appropriations) is the
Fund. The appropriation was initially enacted for the year ended April 30, 2011 on
March 23, 2010.

E. Revenues and Expenses
Property Taxes
' The District must file its tax levy ordinance by the last Tuesday in December of each
year. The District's property tax is levied each year on all taxable real property located in the

District. The owner of real property on January 1 (the lien date) in any year is liable for taxes of
that year. The District filed its tax levy ordinance with DuPage County on June 8, 2010.
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DOWNERS GROVE SANITARY DISTRICT
Notes To The Financial Statements (Continued)
April 30, 2011

The DuPage County Assessor is responsible for the assessment of all taxable real
property within DuPage County except for certain railroad property which is assessed directly by
the State. The county is reassessed every four years by the Assessor.

The county clerk computes the annual tax rate by dividing the levy into the assessment
base of the unit. The clerk then computes the rate for each parcel of real property by aggregating
the tax rates of all units having jurisdiction over that particular parcel.

Property taxes are collected by the DuPage County Collector/Treasurer who remits to the
units their respective shares of the collections. Taxes levied in one year become due and payable
in two installments on June 1 and September 1 during the following year. Substantial collections
are received by the District in June and September. Property tax revenue is recognized to the
extent of taxes due and collected within the current year or expected to be collected within 60
days of year end to be used to pay liabilities of the current period. The tax receivable less the
amount expected to be collected within 60 days of year end to be used to pay liabilities of the
current period is reflected as deferred revenue.

Accumulated Unpaid Compensated Absences

District employees are granted vacation pay in varying amounts. The District has accrued
vacation pay of $149,682 at April 30, 2011.

F. Risk Management

The District is exposed to various risks of loss related to torts, destruction of assets, errors
and omissions, injuries to employees and natural disasters. The District maintains commercial
insurance coverage covering each of these risks of loss. Management believes such coverage
will insure likely losses at the most reasonable premiums. No material decreases in insurance
coverage have occurred, nor have any material insurance claims in excess of insurance coverages
been paid.

G. Statement of Cash Flows

For the purposes of the statements of cash flows, all short-term investments with a
maturity at the date of purchase of three months or less are considered to be cash equivalents.

H. Use of Estimates

The presentation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements, and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.
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DOWNERS GROVE SANITARY DISTRICT
Notes To The Financial Statements (Continued)
April 30, 2011

NOTE 2. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Economic Interest Statements

All board members and administrative personnel of the District who are required to file
Economic Interest Statements have done so, as required by Chapter 20 of the Illinois

Compiled Statutes.

NOTE 3. CASH AND INVESTMENTS

Deposits

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a
bank failure, the government’s deposits may not be returned to it. The District requires
collateralization of its deposits to minimize its custodial credit risk.

At year-end the carrying amount of the District's deposits including Certificates of
Deposit (excluding Cash on Hand of $500) totaled $3,314,049 (balances recorded on the
District's books), and the bank balances totaled $3,146,104. These balances were fully
insured or covered by collateral held by the pledging financial institution’s trust
department, or by its agent, in the District’s name.

Investments

Investments held by the District which are short-term highly liquid investments having a
remaining maturity of one year or less at the time of purchase are reported by the District
at cost. All other investments are reported at fair value.

Permitted Deposits and Investments - Illinois Compiled Statutes authorize the District to
make deposits/invest in commercial banks, savings and loan institutions, obligations of
the U.S. Government and U.S. Agencies, obligations of States and their political
subdivisions, credit union shares, repurchase agreements, commercial paper within the
three highest classifications by at least two standard rating services, and the Illinois Funds
(Formerly the Illinois Public Treasurer's Investment Pool).
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DOWNERS GROVE SANITARY DISTRICT
Notes To The Financial Statements (Continued)

April 30,2011

Investments as of April 30, 2011 are as follows:

Maturities (Less % of Applicable
Fair Value than one vear) portfolio Agency Rating
Illinois Funds $987,977 $987.977 100% AAAmM

Funds invested in the Illinois Funds are invested in US government securities or fully
collateralized time deposits. The fair value of the position in the SEC registered external
investment pool is the same as the value of the pool shares. This fund was rated AAAm

by the applicable rating agency.

NOTE 4. CAPITAL ASSETS

A summary of changes in capital assets follows:

Balance Balance
May l, . April 30,
2010 Additions Deletions 2011
Capital assets, not being depreciated:

Land $2,455,790 $ - 3 - $2,455,790
Construction in Process 1,281,049 946,003 147,015 2,080,037
Total capital assets not being depreciated $3,736,839 $946,003 $147,015 $4,535,827

Capital assets, being depreciated:

Buildings and equipment 46,436,636 1,154,131 246,041 47,344,726
Sanitary sewer infrastructure 52,794,248 299,903 - 53,094,151
Total capital assets being depreciated $99,230,884 $1,454,034 $ 246,041 $100,438,877

Accumulated depreciation for:
Buildings and equipment 21,770,649 912,697 213,824 22,469,522
Sanitary sewer infrastructure 13,203,265 533,074 - 13,736,339
Total accumulation depreciation $34,973,914  $1,445,771 $213,824 $36,205,861
Total capital assets being depreciated, net  $64,256,970 $8,263 $ 32,217 $64,233,016
Total capital assets, net $ 67,993,809 § 954,266 $ 179,232 $ 68,768,843
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DOWNERS GROVE SANITARY DISTRICT
Notes To The Financial Statements (Continued)
April 30,2011

NOTE S. RETIREMENT FUND COMMITMENTS

Illinois Municipal Retirement Fund:

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

Funding Policy. As set by statute, Regular plan members are required to contribute 4.50 percent
of their annual covered salary. The statute requires employers to contribute the amount necessary,
in addition to member contributions, to finance the retirement coverage of its own employees.
The District’s contribution rate for calendar year 2010 was 13.78 percent of annual covered
payroll. The District also contributes for disability benefits, death benefits and supplemental
retirement benefits, all of which are pooled at the IMRF level. Contribution rates for disability
and death benefits are set by the IMRF Board of Trustees, while the supplemental retirement
benefits rate is set by statute.

Annual Pension Cost. For calendar year 2010, the District’s annual pension cost of $302,549 for
the Regular plan was equal to the District’s required and actual contributions.

Three-Year Trend Information for the Regular Plan

Fiscal Annual Pension Percentage of APC Net Pension
Year Ending Cost (APC) Contributed Obligation
12/31/2010 $302,549 100% $0
12/31/2009 258,001 100% 0
12/31/2008 237,435 100% 0

The required contribution for 2010 was determined as part of the December 31, 2008, actuarial
valuation using the entry age normal actuarial cost method. The actuarial assumptions at
December 31, 2008, included (a) 7.5 percent investment rate of return (net of administrative and
direct investment expenses), (b) projected salary increases of 4.00% a year, attributable to
inflation, (c) additional projected salary increases ranging from 0.4% to 10% per year depending
on age and service, attributable to seniority/merit, and (d) post retirement benefit increases of 3%
annually. The actuarial value of the District’s Regular plan assets was determined using
techniques that spread the effects of short-term volatility in the market value of investments over
a five-year period with a 20% corridor between the actuarial and market value of assets. The
District Regular plan’s unfunded actuarial accrued liability at December 31, 2008 is being
amortized as a level percentage of projected payroll on an open 30 year basis.
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DOWNERS GROVE SANITARY DISTRICT
Notes To The Financial Statements (Continued)
April 30,2011

Funded Status and Funding Progress. As of December 31, 2010, the most recent actuarial
valuation date, the Regular plan was 57.93 percent funded. The actuarial accrued liability for
benefits was $6,476,638 and the actuarial value of assets was $3,752,137, resulting in an
underfunded actuarial accrued liability (UAAL) of $2,724,501. The covered payroll for calendar

year 2010 (annual payroll of active employees covered by the plan) was $2,195,568 and the ratio
of the UAAL to the covered payroll was 124 percent.

The schedule of funding progress, presented as RSI following the notes to the financial

statements, presents multiyear trend information about whether the actuarial value of plan assets
in increasing or decreasing over time relative to the actuarial accrued liability for benefits.

NOTE 6. OTHER POSTEMPLOYMENT BENEFITS

Summary of Eligibility and Coverage
Eligibility Provisions

IMRF Employees - Employees must meet the following IMRF eligibility requirements:
At least 55 years old, and

At least 8 years of credited service, and
No longer work in a position which qualifies for participation in IMRF.

Medical, Dental and Vision Benefits
Employees may continue coverage on the District plan on a retiree-pay-all basis.
Life Insurance Benefits

None.

Annual OPEB Cost and Net OPEB Obligation

The Annual OPEB Cost is calculated based on the Annual Required Contribution (ARC) of the
employer, an amount actuarially determined in accordance with the parameters of GASB
Statement 45. The ARC represents a level of funding that, if paid on an ongoing basis, is
projected to cover normal cost each year and amortize any unfunded actuarial liabilities (or
funding excess) over a period not to exceed thirty years. The following table shows the
components of Annual OPEB Cost:
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DOWNERS GROVE SANITARY DISTRICT
Notes To The Financial Statements (Continued)

April 30,2011

2011 2010
Annual Required Contribution $159,088 $159,088
Interest on net OPEB obligations - 0
Adjustment to annual required contribution - 0
Annual OPEB cost (expense) $159,088 $159,088
Estimated Contributions made by the District  $§ 39,352 § 29.538
Increase in net OPEB obligation $119,736 $129,550
Net OPEB obligation — Beginning of Year $ 129,550 0
Net OPEB obligation — End of Year $249286 $129.550

The annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and
the Net OPEB obligation at the end of the year is as follows:

Percentage of Net
Fiscal year Annual Annual OPEB OPEB
Ended OPEB Cost Cost Contributed Obligation
04/30/2011 $159,088 24.7% $249,286
04/30/2010 159,088 18.6% 129,550

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts
determined regarding the funded status of the plan and the annual required contributions of the
employer are subject to continual revision as actual results are compared to past expectations and
new estimates are made about the future.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the
plan as understood by the employer and the plan members) and include the types of benefits
provided at the time of the valuation and the historical pattern of sharing of benefit costs between
the employer and plan members to that point. The actuarial methods and assumptions used
include techniques that are designed to reduce the effects of short-term volatility in actuarial
accrued liabilities and the actuarial value of assets, consistent with the long-term perspective of
the calculations.

Valuation Method

The method used for the medical and dental benefit plans is called the Alternative Measurement
Method.
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DOWNERS GROVE SANITARY DISTRICT
Notes To The Financial Statements (Continued)
April 30, 2011

Valuation of Assets

There are no assets that have been set aside to fund the liabilities for this plan. These plans are
funded on a pay-as-you-go basis.

—d

Actuarial Assumptions e

These are the actuarial assumptions used for this valuation.

€

Valuation Date ‘May 1, 2009 ]
o

Interest Rate 3.0%
The Interest Rate Assumption includes an Inflation ‘;
Rate Assumption of 3.0% wl
Amortization Method Level Dollar Amount, Closed |
Amortization Period for Actuarial Accrued Liability 30 Years el
Percent of Eligible Retirees Electing Retiree Medical 85% ‘3
Coverage ; .
Percent of Current Spouses Electing Coverage 88% ‘
Mortality Table RP-2000 J

NOTE 7. LONG-TERM DEBT

E__

Loans Payable to the Illinois Environmental Protection Agency (EPA)
In fiscal year 1992, the District entered into a loan agreement with the IEPA for an amount up to M‘
$1,580,000, which was used for the construction of sand filters at the facility. Upon completion
of the construction project and final inspection in fiscal year 1994, the IEPA fixed the principal
balance at $1,525,790, which represented loan disbursements plus accrued interest. A repayment -
schedule was also established at this time with payments commencing on January 1, 1994. The
loan will be repaid in equal semi-annual installments through July 1, 2013 with interest accruing
on the outstanding balance at a rate of 3.58 percent per annum. s
The table below summarizes loan activity during fiscal year 2011:
Balance, May 1, 2010 $351,191
Principal payments 95,931 |
Balance, April 30, 2011 $255,260
o
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