Lyons Township School Treasurer
Township 38 North, Range 12 East
Cook County, Illinois

Financial Statements

Year Ended June 30, 2013

Miller Cooper & Co., Ltd.



CONTENTS

Page
FINANCIAL SECTION
Independent Auditors' Report 1-3
Basic Financial Statements
Statement of Net Position 4
Statement of Activities 5
Balance Sheet - Governmental Fund 6
Reconciliation of the Governmental Fund to the Statement of Net Position 7
Statement of Revenues, Expenditures, and Changes in
Fund Deficit - Governmental Fund 8
Reconciliation of the Statements of Revenues, Expenditures and Changes in
Fund Deficit to the Statement of Activities - Governmental Funds 9
Statement of Fiduciary Assets and Liabilities 10
Notes to the Financial Statements 11-29
REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
Schedule of Funding Progress - Illinois Municipal Retirement Fund 31

Miller Cooper & Co., Ltd.



FINANCIAL SECTION

Miller Cooper & Co., Ltd.



MILLER
C@PER
&Co., Ltd

ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITORS' REPORT

The Board of Trustees
Lyons Township School Treasurer
LaGrange Park, Illinois

Report on the Financial Statements

We have audited the accompanying financial statements of governmental activities, major fund and the aggregate
remaining fund information of Lyons Township School Treasurer (the Treasurer), as of and for the year ended
June 30, 2013, and the related notes to the financial statements, which collectively comprise the Treasurer's basic
financial statements, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

The Treasurer’s management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this also includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The 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
reasonableness 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
opinion.

(Continued)
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The Board of Trustees
Lyons Township School Treasurer
LaGrange Park, Illinois (Continued)

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the governmental activities, major fund and the aggregate remaining fund information of the Treasurer,
as of June 30, 2013, and the respective changes in financial position, thereof for the years then ended, in
accordance with accounting principles generally accepted in the United States of America.

Other Matters

The Lyons Township School Treasurer has not presented the Management's Discussion and Analysis or the
General Fund budgetary comparison information that accounting principles generally accepted in the United
States of America require to be presented to supplement the basic financial statements. Such missing 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 the financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. Our opinion on the basic financial statements is not
affected by this missing information.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Illinois Municipal
Retirement Fund historical data, on page 18, 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
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.
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Lyons Township School Treasurer
STATEMENT OF NET POSITION
June 30, 2013

ASSETS
Cash
Accounts receivable:
Pro-rata billings and other receivables
(net of allowance for doubtful accounts of $3,056,707)
Capital assets, net of accumulated depreciation

Total assets

LIABILITIES
Accounts payable
Accrued salaries
Advances from township districts
Noncurrent liabilities:
Due after one year

Total liabilities
NET POSITION (DEFICIT)

Investment in capital assets
Unrestricted

Total net position

$

$

Governmental
Activities
(Distributive)
Fund

64,121

1,738,583
70,463

1,873,167

191,046
15,511
3,267,267

106,409

3,580,233

70,463
(1,777,529)

(1,707,066)

The accompanying notes are an integral part of this statement.
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Lyons Township School Treasurer

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2013

Net Expenses
and Change
Program in Net
Programs Expenses Revenues Position
Governmental activities
Treasurer's office services $ 1,632,533 § 690,674 § (941,859)
General Revenues:

Other $ 6,081

Total General Revenues 6,081
Change in net position (935,778)
Net position - beginning (771,288)

Net position - ending

$ (1,707,066)

The accompanying notes are an integral part of this statement.
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Lyons Township School Treasurer
Governmental Fund

BALANCE SHEET
June 30, 2013
General
(Distributive)
Fund
ASSETS
Cash $ 64,121
Accounts receivable:
Pro-rata billings and other receivables
(net of allowance for doubtful accounts of $3,056,707) 1,738,583
Total assets $ 1,802,704
LIABILITIES AND FUND DEFICIT
Liabilities
Accounts payable $ 191,046
Accrued salaries 15,511
Deferred revenue 1,587,621
Advances from township districts 3,267,267
Fund Deficit
Unassigned (3,258,741)
Total liabilities and fund deficit $ 1,802,704

The accompanying notes are an integral part of this statement.
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Lyons Township School Treasurer
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL
FUND TO THE STATEMENT OF NET POSITION

For the Year Ended June 30, 2013

Amounts reported for governmental activities in the statement of net position are different because:
Total fund deficit - governmental fund $ (3,258,741)

Net capital assets used in governmental activities and included in the statement of
net position do not require the expenditure of financial resources and, therefore, are
not reported in the governmental fund balance sheet. 70,463

Pro-rata billings revenue that is deferred in the fund financial statements, because it
is not available, is recognized as revenue in the government-wide financial
statements. 1,587,621

Long-term liabilities included in the statement of net position are not due and
payable in the current period and, accordingly, are not reported in the governmental
fund balance sheet. (106,409)

Net position - governmental activities $ (1,707,066)

The accompanying notes are an integral part of this statement.
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Lyons Township School Treasurer
Governmental Fund
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND DEFICIT
For the Year Ended June 30, 2013

General
(Distributive)
Fund
Revenue
Pro-rata billings $ 721,628
Other 6,081
Total revenues 727,709
Expenditures
Salaries 396,040
Benefits 191,092
Purchased services 953,076
Supplies and materials 71,358
Capital outlay 6,154
Other objects 300
Total expenditures 1,618,020
Deficiency of revenues over expenditures (890,311)
Fund deficit
Beginning of year (2,368,430)
End of year $ (3,258,741)

The accompanying notes are an integral part of this statement.
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Lyons Township School Treasurer
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND DEFICIT OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2013

Amounts reported for governmental activities in the statement of activities are different because:
Net change in fund deficit - governmental fund $ (890,311)

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. This is the amount by which
depreciation expense exceeds capital outlay in the current period. (3,671)

Pro-rata billings revenue not collected within 60 days after year end is considered
unavailable and is deferred in the government fund. These amounts are considered
earned, however, and recognized as revenue in the government-wide statements. (30,954)

In the Statement of Activities, certain operating expenses - compensated absences
and retirement benefits - are measured by the amounts earned during the year. In
the governmental fund, however, expenditures for these items are measured by the
amount of financial resources that are used. (10,842)

Change in net position - governmental activities $ (935,778)

The accompanying notes are an integral part of this statement.
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Lyons Township School Treasurer
Agency Fund
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
For the Year Ended June 30, 2013

Assets
Pooled cash and investments $ 195,737,295
Advances to Township School Treasurer 3,267,267
Total assets $ 199,004,562
Liabilities

Due to Township Districts:
Cook County School District 101 10,113,557
Elementary School District 102 16,793,396
Lyons Elementary School District 103 10,231,744
Cook County School District 104 8,922,802
Cook County School District 105 14,072,252
LaGrange Highlands School District 106 9,706,699
Pleasantdale School District 107 14,511,500
Cook County School District 108 5,628,764
Indian Springs School District 109 25,973,978
Lyons Township High School District 204 40,355,628
Argo Community High School District 217 33,933,888
LaGrange Area Department of Special Education 5,386,196
Lyons Township Elementary School Districts' Employee Benefit Cooperative 2,411,537
Cook County Intermediate Service Center #2 (West 40) 272,099
Undistributed investment income 690,522
Total liabilities $ 199,004,562

The accompanying notes are an integral part of this statement.
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Lyons Township School Treasurer (the Treasurer) have been prepared in
conformity with accounting principles generally accepted in the United States of America, as applied to
government units (hereinafter referred to as generally accepted accounting principles (GAAP)). The
Governmental Accounting Standards Board (GASB) is the standard-setting body for establishing governmental
accounting and financial reporting principles.

The following is a summary of the reporting entity and the Treasurer's significant accounting policies:

1.

Reporting Entity

The Lyons Township School Treasurer oversees the treasury functions of eleven school districts, two
educational cooperatives and a medical self-insurance cooperative (the Township Districts) through the
activities of the assistant school treasurer at each Township District. In this capacity, funds received by the
Treasurer from various sources are distributed to the Township Districts on a current basis to meet operating
needs. Excess funds are invested by the Treasurer, per the Investment Policy. The Treasurer and each
Township District are located within the Township of Lyons, in Cook County, Illinois.

New Accounting Pronouncement

The Governmental Accounting Standards Board (GASB) has issued Statement No. 63, Financial Reporting
of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position (GASB 63), which
was adopted by the Treasurer, as of the fiscal year ended June 30, 2013. In the government-wide financial
statements, the Treasurer is now required to report five elements on the statement of net position (formerly
known as the statement of net assets), assets, deferred outflow of resources, liabilities, deferred inflows of
resources, and net position (formerly known as net assets). The types of deferred outflows and inflows of
resources to be reported currently consist of service concession arrangements and derivative instruments. As
of June 30, 2013, the Treasurer has no deferred outflows or deferred inflows of resources.

-11-
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.

Fund Accounting

The accounts of the Treasurer are organized on the basis of funds, each of which is considered a separate
accounting entity. The operations of each fund are accounted for with a separate set of self-balancing
accounts that comprise its assets and liabilities (arising from cash transactions), fund balances, revenues
collected, and expenditures paid. The Treasurer maintains individual funds required by the state of Illinois.
Resources are allocated to and accounted for in individual funds based upon the purposes for which they are
to be spent and the means by which spending activities are controlled. The following funds are kept by the
Treasurer:

a. General (Distributive) Fund

The General (Distributive) Fund is the primary operating fund of the Treasurer. It is used to account for
all financial resources except those required to be accounted for in another fund. This fund is used for
most of the administrative aspects of the Treasurer's operations. The revenue consists of primarily of pro-
rata billings to Township Districts.

b. Fiduciary Fund

The Agency Fund is a fiduciary fund, custodial in nature. It is used to account for cash and investments
maintained by the Treasurer, in an agency capacity, for the benefit of the Township Districts.

Fund Balance

In the fund financial statements, governmental funds may report five components of fund balance:
nonspendable, restricted, committed, assigned, and unassigned.

a. Nonspendable - includes amounts that cannot be spent because they are either not in spendable form or
are legally or contractually required to be maintained intact. The nonspendable in form criteria include
items that are not expected to be converted to cash such as prepaid items. As of June 30, 2013, the
Treasurer had no nonspendable fund balances.
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4. Fund Balance (Continued)

b.

Restricted - refers to amounts that are subject to outside restrictions such as creditors, grantors,
contributors, laws and regulations of other governments, or are imposed by law through enabling
legislation. Special revenue funds are by definition restricted for those specified purposes. As of June 30,
2013, the Treasurer had no restricted fund balances.

. Committed - refers to amounts that can only be used for specific purposes pursuant to constraints

imposed by formal action of the Treasurer's highest level of decision-making authority (the Board of
Trustees). The Board of Trustees commits fund balances by passing a resolution. Amounts committed
cannot be used for any purpose unless the Board removes or changes the specific use by taking the same
type of formal action it employed to previously commit those funds. As of June 30, 2013, the Treasurer
had no committed fund balances.

. Assigned - refers to amounts that are constrained by the Treasurer's intent to be used for a specific

purpose, but are neither restricted or committed. Authority to assign fund balance has not been delegated
by the Board of Trustees. As of June 30, 2013, the Treasurer had no assigned fund balances.

. Unassigned - refers to all spendable amounts not contained in the other four classifications described

above. In funds other than the General Fund, the unassigned classification is used only to report a deficit
balance resulting from overspending for specific purposes for which amounts had been restricted,
committed, or assigned.

5. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of activities)
report information on all of the nonfiduciary activities of the Treasurer. The Treasurer's operating activities
are considered "governmental activities". The Treasurer has no operating activities that would be considered
"business activities".

The statement of activities demonstrates the degree to which the direct expenses of a given function are offset
by program revenues. Direct expenses are those that are clearly identifiable with a specific function. Program
revenues include charges to Township Districts who use or directly benefit from the goods, services, or
privileges provided by a given function.
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

5. Government-Wide and Fund Financial Statements (Continued)

Separate financial statements are provided for the governmental fund and fiduciary fund. The fiduciary fund
is excluded from the government-wide financial statements.

6. Measurement Focus, Basis of Accounting, and Basis of Presentation

The Government-wide financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting. Revenues and additions are recorded when earned, and expenses and
deductions are recorded when a liability is incurred. Revenues, expenses, gains, losses, assets and liabilities
resulting from exchange and exchange-like transactions are recognized when the exchange takes place.

A Governmental fund is used to account for the Treasurer's general governmental activities. Governmental
fund financial statements are reported using current financial resources measurement focus and the modified
accrual basis of accounting, as are the Fiduciary (Agency) fund statement. Revenues are recorded when they
are both "measurable and available. Measurable means that the amount of the transaction can be determined,
and "available" means collectible within the current period or soon enough thereafter to be used to pay the
liabilities of the current period. The Treasurer considers most revenues available if they are collected within
60 days after year-end. Expenditures are recorded when the related fund liability is incurred, except for
certain compensated absences, which are recognized when the obligations are expected to be liquidated with
expendable available financial resources.

7. Investments

State statutes and the Treasurer's investment policy authorize the Treasurer to invest in obligations listed in
Note E. No amortization is made to interest income for discounted federal securities. Gains and losses on the
sale of investments are recorded as interest income at the date of sale or maturity. Investments held in the
Fiduciary (Agency) Fund are stated at cost.

-14-

Miller Cooper & Co., Ltd.



Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

8.

Accumulated Unpaid Vacation and Sick Pay

Employees who have completed 60 work days are entitled to be compensated for vacation time. Vacations are
to be taken in the following year in which they are earned. Unused vacation time can be carried forward
indefinitely or paid at the discretion of the Township Treasurer. Employees who resign or whose employment
is terminated for any reason will be paid for unused vacation time. All vested vacation is accrued when
incurred in the government-wide financial statements. A liability is reported in the General (Disbributive)
fund only to the extent that the earned and untaken vacation will be paid with the expendable available
financial resources.

Sick leave of 10 days is provided on a pro-rata basis to all employees. Unused sick leave can be accumulated
for future use, up to 240 days, and is forfeited if not utilized. No liability is provided in the financial
statements for accumulated unpaid sick leave because of the uncertainty of the amount due, if any.

Capital Assets

Capital assets, which consists entirely of equipment, are reported in the government-wide financial
statements. Capital assets are defined by the Treasurer as assets with an initial individual cost of more than
$1,000 and an estimated useful life in excess of one year. Such assets are recorded at historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair value at the date of donation.

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

Depreciation of capital assets is provided using the straight-line method over the following estimated useful
lives:

Assets Years
Equipment &8-15
-15-
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

10. Long-Term Obligations

11.

12.

In the government-wide financial statements, all long-term obligations to be paid from government resources
are reported as liabilities in the statement of net position. Long-term obligations for the governmental fund are
not reported as liabilities in the governmental fund financial statements.

Deferred Revenue

The Treasurer reports deferred revenue on its governmental fund balance sheet. Deferred revenues arise from
pro-rata billings to Township Districts which do not meet the Treasurer's revenue recognition criteria for
availability as defined above. At the end of the current fiscal year, the deferred revenue reported in the
General (Distributive) Fund was $1,587,621.

Use of Estimates

In preparing the financial statements, management is required to make estimates and assumptions that affect
the reported amounts of assets and liabilities, the 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.

NOTE B - TRANSACTIONS WITH TOWNSHIP DISTRICTS

The Lyons Township School Treasurer collects both pro-rata billings and insurance premiums from Township
Districts in accordance with state statute 105 ILCS 5/8-4. Billings are used to pay for each Township District's
pro rata share of Township expenditures.

Pro rata billings for the fiscal year ended June 30, 2013, are not calculated and billed until the following fiscal
year. Prior year billings were billed in a similar manner. These amounts are not collected within sixty days of year-
end are considered deferred in the governmental fund financial statements until the following year. While
collection is expected within one year, some amounts remain outstanding from certain Township Districts for prior
fiscal years. The amount owed to the Treasurer's Office at June 30, 2013 for these billings is $714,512, which
relates to all billing periods through June 30, 2013; of this amount, $150,962 was collected within the sixty day
recognition period and recognized as revenue in the General (Distributive) fund.
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE B - TRANSACTIONS WITH TOWNSHIP DISTRICTS (Continued)

Also included in the pro-rata billings receivable is the estimated amount for the pro-rata billings for the fiscal year
ended June 30, 2013. This entire amount, $1,278,000, is expected to be billed and collected within one year.

Other receivables include costs for a Township District's prior year audits that are expected to be reimbursed by
the Township District. The amount reported as other receivables is $473,175 with the entire amount fully
reserved by an allowance for doubful accounts.

Detail of the accounts receivable are as follows:

Township District Amount
Unbilled pro-rata receivable to all Township Districts $ 1,278,000
Cook County School District 101 58,107
Elementary School District 102 132,401
Cook County School District 105 19,648
Indian Springs School District 109 131,314
Lyons Township High School District 204 3,056,707
Argo Community High School District 217 119,113
Total pro-rata and other receivables 4,795,290
Less: Allowance for doubtful accounts (3,056,707)
Total pro-rata billings and other receivables $ 1,738,583

NOTE C - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

1. Deficit Fund Balance

The General (Distributive) Fund has a deficit balance of $3,258,741 as of June 30, 2013. This deficit is
anticipated to be funded by future receipts from Township Districts.

-17-
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE C - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (Continued)

2. Non-Compliance with Illinois Public Funds Act

The Treasurer held assets in the pooled investments for its agency fund that are non-compliant with the
Illinois Public Funds Act. This included an amount held in insurance contracts, the type of which are not
allowable per the Act. The Treasurer's intent is to hold the insurance contracts to maturity to avoid surrender
charges.

NOTE D - RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

1.

Explanation of Certain Differences Between the Government Fund Balance Sheet and the Government-wide
Statement of Net Position

The government fund balance sheet includes a reconciliation between fund balance - total governmental funds
and net position - governmental activities as reported in the government-wide statement of net position. One
element of that reconciliation explains that "Long-term liabilities included in the statement of net position are
not due and payable in the current period and, accordingly, are not reported in the governmental funds
balance sheet." The details of the difference are as follows:

Compensated absences $ 60,809
Net pension obligation 45,600

Net adjustment to increase fund deficit - total governmental
funds to arrive at net position of governmental activities $ 106,409
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE D - RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS
(Continued)

2. Explanation of Certain Differences Between the Government Fund Statement of Revenues, Expenditures,
and Changes in Fund Balance and the Government-wide Statement of Activities

The governmental fund statement of revenues, expenditures, and changes in fund deficit includes a
reconciliation between net change in fund deficit - governmental funds and change in net position of
governmental activities as reported in the government-wide statement of net position. One element of that
reconciliation explains that "Governmental funds report capital outlay as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their estimated useful lives and reported as
depreciation expense." The details of this difference are as follows:

Capital outlay $ 6,106
Depreciation expense 9,777)

Net adjustment to increase net change in fund deficit - total
governmental fund to arrive at change in net position of

governmental activities $ (3,671)

Another element of that reconciliation states that "In the Statement of Activities, certain operating expenses -
compensated absences and retirement benefits - are measured by the amounts earned during the year. In the
governmental fund, however, expenditures for these items are measured by the amount of financial resources
that are used." The details of this difference are as follows:

Compensated absences, net $ (8,448)
Net pension obligation, net (2,394)

Net adjustment to increase net change in fund deficit - total
governmental fund to arrive at change in net position of

governmental activities $ (10,842)
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE E - DEPOSITS AND INVESTMENTS

The Treasurer is the legal custodian of all Township Districts' cash and investments. Accounting records are
maintained to separate the common cash and investment accounts by individual Township District. Cash and
investments are recorded at cost and the realized gains, realized loss as and investment income are allocated on a
pro-rata basis to the Township Districts. No unrealized gains and losses are allocated to the Township Districts
or recorded in the financial statements. Cash deposits, investments, and the underlying collateral are held in the
name of the Treasurer.

The Treasurer's investment policy is in line with State Statutes. The investments that the Treasurer may purchase
are limited by Illinois law to the following: (1) securities that are fully guaranteed by the U.S. government as to
principal and interest; (2) certain U.S. government agency securities; (3) interest-bearing savings accounts,
interest-bearing certificates of deposit or time deposits or any other investments constituting direct obligations of
any bank as defined by the Illinois Banking Act; (4) short-term discount obligations of corporations organized in
the United States with assets exceeding $500,000,000; (5) interest-bearing bonds of any county, township, city,
village, incorporated town, municipal corporation or school district; (6) fully collateralized repurchase
agreements; (7) the State Treasurer's Illinois and Prime Funds; and (8) money market mutual funds and certain
other instruments.

At June 30, 2013, the Treasurer's cash and investments consisted of the following:

Governmental Fiduciary Total

Cash and investments $ 64,121 § 195,737,295 $ 195,801,416

For disclosure purposes, this amount is segregated into the following components at June 30, 2013:

Deposits with financial institutions $ 29,487,854

Money Market Mutual Fund 3,151,300

Illinois School District Liquid Asset Fund Plus 91,232

Other Investments 163,071,030

Total $ 195,801,416
-20-
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS

June 30, 2013

NOTE E - DEPOSITS AND INVESTMENTS (Continued)

Deposits with financial institutions include amounts held in demand accounts, savings accounts and non-

negotiable certificates of deposit; custodial credit risk is applicable to these holdings.

approximates fair value due to the short term nature of these deposits.

Carrying value

The Illinois School Member Liquid Asset Fund Plus (ISDLAF+) is an unrated, not-for-profit investment trust
formed pursuant to the School Code and managed by a Board of Trustees, elected from Township Districts. It is
not registered with the SEC as an investment company, but operates in a manner consistent with Rule 2a7 of the
Investment Company Act of 1940. Investments are rated AAAm and are valued at share price, which is the price
for which the investment could be sold.

At June 30, 2013, other investments consisted of the following:

Weighted
Average
Carrying Fair Maturity Associated
Investment Type Value Value (in years) Risks
Citi Group Inc. Securities $ 3,073,530 § 3,069,690 0.501 Credit, interest rate
Federal Home Loan Bank
(FHLB) - U.S. Agency Custodial credit,
implicitly guaranteed 5,752,580 5,729,846 21.953 interest rate
Federal National Mortgage
Association - (FNMA)
U.S. Agency explicitly Custodial credit,
guaranteed 126,913,613 124,006,574 17.181 interest rate
Freddie Mac - U.S. Agency Custodial credit,
explicitly guaranteed 17,845,177 17,590,854 14.897 interest rate
Insurance Annuity Contracts 2,426,615 2,551,557 0.519  Credit, interest rate
Custodial credit,
United States Treasury Notes 7,059,515 6,682,534 4.545 interest rate

Total

$ 163,071,030 § 159,631,055
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE E - DEPOSITS AND INVESTMENTS (Continued)

As of June 30, 2013, there was an unrealized loss of $3,439,975 that is not recorded in the accompanying
financial statements.

Interest Rate Risk

The Treasurer's investment policy seeks to ensure preservation of capital in the Treasurer's overall portfolio. The
highest return on investments is sought, consistent with the preservation of principal and prudent investment
principles. The investment portfolio is required to provide sufficient liquidity to pay Treasurer obligations as they
come due, considering maturity and marketability. The investment portfolio is also required to be diversified as to
maturities and investments, as appropriate to the nature, purpose, and amount of funds. The Treasurer will also
consider investments in local financial institutions, recognizing their contribution to the community's economic
development.

Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. State law
limits investments in commercial paper, corporate bonds and mutual funds to the top two ratings issued by
nationally recognized rating organizations (NRSROs). The Treasurer's investment policy further minimizes credit
risk by limiting the investments to the safest types of securities and/or financial institutions; pre-qualifying the
financial institutions, brokers, intermediaries, and advisors with which the Treasurer will do business; and
diversifying the investment portfolio so that potential losses on individual securities will be minimized.
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE E - DEPOSITS AND INVESTMENTS (Continued)

At June 30, 2013, the Treasurer's investments subject to credit risk were rated as followed:

Moody's
Investor Standard &
Investment Service Poor's
Citi Group Inc. Securities Baa2 A-2
Federal Home Loan Bank (FHLB) - U.S Agency
implicitly guaranteed Aaa Not available
Federal National Mortgage Association (FNMA) - U.S. Agency
explicitly guaranteed Aaa Not available
Freddie Mac - U.S. Agency explicitly guaranteed Aaa Not available
Insurance Annuity Contracts Not applicable ~ Not applicable
United States Treasury Notes Aaa AA+

Concentration of Credit Risk

The Treasurer's investment policy requires diversification of the investment portfolio to minimize the risk of loss
resulting from overconcentration in a particular type of security, risk factor, issuer, or maturity. The policy
requires diversification strategies to be determined and revised periodically by the Treasurer's Investment Officer
to meet the Treasurer's ongoing need for safety, liquidity, and rate of return,

At June 30, 2013, the Treasurer had five federally backed mortgage investments in excess of 5% of the total
investment portfolio. These five investments totaled $53,458,347 at fiscal year end. However, based on the nature
of the investments and the overall credit rating of the investments, this is not in violation of the Treasurer's
investment policy.
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS

June 30, 2013

NOTE E - DEPOSITS AND INVESTMENTS (Continued)

Custodial Credit Risk

With respect to 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 Treasurer's investment policy limits the exposure to deposit custodial
credit risk by requiring all deposits in excess of FDIC insurable limits to be secured by collateral in the event of
default or failure of the financial institution holding the funds. At June 30, 2013, the bank balance of the

Treasurer's deposits with financial institutions totaled $34,176,929, all was collateralized or insured.

With respect to investments, custodial credit risk is the risk that, in the event of the failure of the counterparty, the
government will not be able to recover the value of its investments or collateral securities that are in the possession

of an outside party. The Treasurer's investments are held by their agent and in the Treasurer's name.

At June 30, 2013, $2,426,615 of the Treasurer's investments were exposed to custodial credit risk.

NOTEF - CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2013 was as follows:

Balance Balance
July 1, 2012 Increases Decreases June 30, 2013
Capital assets, being depreciated

Equipment $ 111,402 $ 6,106 - 8 117,508
Total capital assets,

being depreciated 111,402 6,106 - 117,508
Less accumulated

depreciation for:

Equipment 37,268 9,777 - 47,045
Total accumulated depreciation 37,268 9,777 - 47,045
Governmental activities capital

assets, net $ 74,134 § (3,671) - 3 70,463
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE G - OPERATING LEASES

The Treasurer leases its office space and equipment under noncancelable operating leases. Total costs for such
leases were $49,428 for the year ended June 30, 2013. At June 30, 2013, future minimum lease payments for
these leases are as follows:

Year Ending
June 30 Total
2014 $ 49,428
2015 7,488
2016 7,488
2017 2,496
Total $ 66,900

NOTE H - LONG-TERM LIABILITIES

The long-term liabilities activity for the Treasurer during the year ended June 30, 2013 was as follows:

Balance Balance
Governmental Activities July 1, 2012 Additions Reductions June 30, 2013
Compensated absences $ 58,415 $ 17,559 $ 15,165 § 60,809
IMRF net pension obligation 37,152 57,013 48,565 45,600
Total long-term liabilities -
governmental activities $ 95,567 $ 74,572 § 63,730 § 106,409

The obligations for accrued compensation absences and the net pension obligation will be repaid from the General
(Distributive) Fund.
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE I - RISK MANAGEMENT

The Treasurer is exposed to various risks of loss related to torts; workers' compensation claims; theft of, damage
to, and destruction of assets; errors and omissions; and natural disasters. The Treasurer has purchased insurance
from private insurance companies for general liability, workers' compensation, and other coverages to mitigate
these risks. Premiums have been recorded as expenditures in the general fund. There have been no significant
reductions in insurance coverage from coverage in prior years. Settled claims resulting from these risks have not
exceeded insurance coverage in any of the past three years.

The Treasurer is a member of the Lyons Township Elementary School Districts' Employee Benefit Cooperative
(LTESDEBC), a health insurance cooperative that provides medical, dental and life insurance coverage to the
employees of the Treasurer. The Township Districts of LTESDEBC make payments to the Cooperative which is
used to pay the insurance provider for medical and dental coverage. The Treasurer believes that because it does
not control the selection of the governing authority, and because of the control over operations, scope of public
service, and special financing relationships exercised by the governing board, LTESDEBC is not included as a
component unit of the Treasurer. Settled claims resulting from these risks have not exceeded insurance coverage
in any of the past three years.

NOTE J - RETIREMENT FUND COMMITMENTS

Illinois Municipal Retirement Fund

Plan Description

The Treasurer's defined benefit pension plan for regular employees provides retirement and disability benefits,
postretirement increases, and death benefits to plan members and beneficiaries. The Treasurer's plan is associated
with the Illinois Municipal Retirement Fund (IMRF), an agent, multiple-employer plan. Benefit provisions are
established and may only be changed by the General Assembly of the State of Illinois. IMRF issues a publicly
available financial report that includes financial statements and required supplementary information. That report
may be obtained on-line at www.imrf.org.
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE J - RETIREMENT FUND COMMITMENTS (Continued)

Funding Policy

As set by state statute, the Treasurer's regular plan members are required to contribute 4.50 percent of their
annual covered salary. The statute requires the Treasurer to contribute the amount necessary, in addition to
member contributions, to finance the retirement coverage of its own employees. The contribution rate for calendar
year 2012 used by the Treasurer was 17.43 percent of annual covered payroll. The Treasurer's annual required
contribution rate for calendar year 2012 was 18.79 percent. The Treasurer 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 state statute.

Fiscal IMRF Pension Cost and Net IMRF Pension Obligation

The Treasurer's annual IMRF pension cost is calculated based on the annual required contribution (ARC) of the
employer. The following table shows the components of the Treasurer's annual IMRF pension cost for the fiscal
year, the amount actually contributed to the plan for the fiscal year, and changes in the Treasurer's net IMRF
pension obligation as of June 30, 2013.

June 30,
2013

Annual required contribution (ARC) $ 55,465
Interest on net IMRF obligation 2,786
Adjustment to annual required contribution (1,238)
Annual IMRF cost 57,013
Less: Contributions made 48,565

Increase in IMRF obligation 8,448
Net IMRF obligation, beginning of year 37,152
Net IMREF obligation, end of year $ 45,600
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE J - RETIREMENT FUND COMMITMENTS (Continued)

Illinois Municipal Retirement Fund (Continued)

Annual Pension Cost

Information related to the employer's contributions are on a fiscal year basis. The actuarial and trend information
are on a calendar basis as that is the year used by the IMRF. The required contribution for the fiscal year 2013
was $55,465.

Three-Year Trend Information for the Regular Plan

Fiscal Annual Percentage
Year Pension of APC Net Pension
Ending Cost (APC) Contributed Obligation
6/30/2013 $ 57,013 85% $ 45,600
6/30/2012 107,495 83% 37,152
6/30/2011 80,192 76% 19,256

The required contribution for 2012 was determined as part of the December 31, 2010 actuarial valuation using the
entry age normal actuarial cost method. The actuarial assumptions at December 31, 2010 included (a) 7.5 percent
investment rate of return (net of administrative and direct investment expenses), (b) projected salary increases of 4
percent a year, attributable to inflation, (c) additional projected salary increases ranging from 0.4 percent to 10
percent per year depending on age and service, attributable to seniority/merit, and (d) postretirement benefit
increases of 3 percent annually. The actuarial value of the Township'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 percent corridor between the actuarial value and market value of assets. The Township's regular plan's
unfunded actuarial accrued liability at December 31, 2010 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, 2012, the most recent actuarial valuation date, the regular plan was 59.91 percent funded.
The actuarial accrued liability for benefits was $1,547,761 and the actuarial value of assets was $921,103,
resulting in an underfunded actuarial accrued Liability (UAAL) of $626,658. The covered payroll for calendar
year 2012 (annual payroll of active employees covered by the plan) was $399,106 and the ratio of the UAAL to
the covered payroll was 157 percent.
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE J - RETIREMENT FUND COMMITMENTS (Continued)

Illinois Municipal Retirement Fund (Continued)

Funded Status and Funding Progress (Continued)

The schedule of funding progress, presented as required supplementary information (RSI) following the notes to
the financial statements, presents multiyear trend information about whether the actuarial value of plan assets is
increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.

NOTEK - LITIGATION

Former Treasurer Lawsuit

The employee appointed to serve as Treasurer for the Lyons Township School Treasurer for the fiscal year ended
June 30, 2012, resigned on September 1, 2012 under allegations of misappropriating assets. On July 18, 2013,
there was a summary judgment of approximately $900,000 assessed against the former Treasurer. As of March
14, 2014, the date these financial statements were available to be issued, the Lyons Township School Treasurer is
pursuing collection against this former employee to retrieve these assets. The Lyons Township School Treasurer
has also filed a claim with its insurance carrier. At this time, neither the outcome of the litigation, nor the amount
to be paid as a claim by the insurance carrier are determinable. As such, no related amounts have been recorded in
the financial statements. The Lyons Township School Treasurer paid approximately $328,000 during fiscal year
2013 in legal fees for the above matter.

Township District Lawsuit

On October 15, 2013, the Lyons Township School Treasurer filed litigation against one of its Township Districts
(Lyons Township High School District 204). The claim is pursuing uncollected pro-rata billings, unreimbursed
audit costs, and interest income allocations for a total of approximately $4,400,000. As of the March 14, 2014,
the date these financial statements were available to be issued, the outcome of the litigation is not determinable.
The amount for the uncollected pro-rata billings and unreimbursed audit costs have been reported on the
Statement of Net Position and the Governmental Fund Balance Sheet as an accounts receivable with the entire
amount fully reserved by an allowance for doubtful accounts.

NOTE L - SUBSEQUENT EVENTS

Management has evaluated subsequent events through March 14, 2014, the date that these financial statements
were available to be issued. Management has determined that no events or transactions have occurred subsequent
to the statement of net position date that require disclosure in the financial statements, except has reported in Note
K.
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Lyons Township School Treasurer

SCHEDULE OF FUNDING PROGRESS
ILLINOIS MUNICIPAL RETIREMENT FUND

June 30, 2013

Actuarial UAAL as a

Actuarial Accrued Unfunded Percentage

Actuarial Value of Liability AAL Funded Covered of Covered
Valuation Assets -Entry Age (UAAL) Ratio Payroll Payroll
Date (a) () (b-a) (a/b) © ((b-a)lc)
12/31/2012 '$ 921,103 $ 1,547,761 § 626,658 5951% $ 399,106 157.02%
12/31/2011 759,615 2,171,000 1,411,385 34.99% 588,693 239.75%
12/31/2010 709,490 1,191,396 481,906 59.55% 427,921 112.62%

On a market value basis, the actuarial value of assets as of December 31, 2012 is $953,103. On a market basis,
the funded ratio would be 61.58%.

The actuarial value of assets and accrued liability cover active and inactive members who have service credit with
the Lyons Township Treasurer. They do not include amounts for retirees. The actuarial accrued liability for
retirees is 100% funded.
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