










































































































The Board of Education

We have audited the accompanying basic financial statements as listed in the table of contents of the

Annual Financial Report Form of Arlington Heights School District 25 (the District) as of and for the year

ended June 30, 2011. These financial statements are the responsibility of Arlington Heights School

District 25's management. Our responsibility is to express an opinion 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. Those 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.

(Continued)

Arlington Heights, Illinois

INDEPENDENT AUDITORS' REPORT

In our opinion, because of the matter discussed in the preceding paragraph, the financial statements

referred to above do not present fairly, in conformity with accounting principles generally accepted in the

United States of America, the financial position of Arlington Heights School District 25 as of June 30,

2011, or changes in its financial position for the fiscal year then ended.

Arlington Heights School District 25

As described more fully in Note A, Arlington Heights School District 25 has prepared these financial

statements using accounting practices prescribed by the Illinois State Board of Education, which practices

differ from accounting principles generally accepted in the United States of America. They are intended to

assure effective legislative and public oversight of financing and spending activities of accountable Illinois

public school districts. The effects on the financial statements of the variances between these regulatory

accounting practices and accounting principles generally accepted in the United States of America,

although not reasonably determinable, are presumed to be material.



Arlington Heights School District 25

The Board of Education

(Continued)

Additionally, in our opinion, the financial statements referred to above present fairly, in all material

respects, the statements of position of the funds and account groups of Arlington Heights School District

25 as of June 30, 2011, and the revenues and expenditures of its funds for the fiscal year then ended on the 

basis of accounting described in Note A.

Deerfield, Illinois

January 31, 2012

Our audit was made for the purpose of forming an opinion on the financial statements taken as a whole.

The schedules listed in the table of contents as "Supplemental Information" and "Statistical Information"

are presented for the purposes of additional analysis and are not a required part of the basic financial

statements of Arlington Heights School District 25. Such information, except for the average daily

attendance figure, included in the computation of operating expense per pupil on page 28 and per capita

tuition charges on page 29, has been subjected to the auditing procedures applied in the audit of the basic

financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic

financial statements taken as a whole.

Certified Public Accountants

MILLER, COOPER & CO., LTD.

In accordance with Government Auditing Standards, we have also issued a report dated January 31,

2012, on our consideration of Arlington Heights School District 25's internal control over financial

reporting and our testing of its compliance with regulations, contracts and grant agreements, 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 results 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 Government Auditing Standards and should be considered in assessing the results of our

audit. 
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The more significant of the District's accounting policies are described below.

1. Reporting Entity

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

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 basic financial

statements include only those funds of the District, as there are no organizations for which it has financial

accountability. 

Property and replacement taxes, interest, and intergovernmental (grant) revenue associated with the current

fiscal period are all considered to be susceptible to accrual and are recognized as revenues of the current fiscal

period. All other revenue items are considered to be measurable and available only when cash is received by

the District. 

The District is located in Cook County, Illinois. The District is governed by an elected Board of Education.

The Board of Education maintains final responsibility for all personnel, budgetary, taxing, and debt matters. 

The accounts of the District are organized on the basis of funds and account groups. A fund is an independent

fiscal and accounting entity with a self-balancing set of accounts that comprise its assets, liabilities, reserves,

fund balance, revenues, and expenditures as appropriate. Fund accounting segregates funds according to their

intended purpose and is used to aid management in demonstrating compliance with finance-related and

contractual provisions. The minimum number of funds is maintained consistent with legal and managerial

requirements. Account groups are a reporting device to account for certain non-current assets and liabilities of

the governmental funds not recorded directly in those funds.

Also, the District is not included as a component unit in any other governmental reporting entity, as defined by

Governmental Accounting Standards Board (GASB) pronouncements.

Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

The accounting policies of Arlington Heights School District 25 (the District) conform to the regulatory provisions

prescribed by the Illinois State Board of Education, which is a comprehensive basis of accounting other than

accounting principles generally accepted in the United States of America, as applicable to Illinois School Districts.
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2. Measurement Focus, Basis of Accounting, and Basis of Presentation (Continued)

The District has the following fund types and account groups:

Governmental funds are used to account for the District's general governmental activities. Governmental fund

types use the flow of current financial resources measurement focus and the modified accrual basis of

accounting. Under the modified accrual basis of accounting, revenues are recognized when susceptible to

accrual, i.e., 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 liabilities of the current period. The District considers most revenues susceptible

to accrual if they are collected within 60 days after year-end. Revenues that are paid to the District by the

Illinois State Board of Education are considered available if vouchered by year-end. Expenditures are

recorded when the related fund liability is incurred, except for unmatured principal and interest on general long-

term debt, which is recognized when due, and certain compensated absences, claims, and judgments, which are

recognized when the obligations are expected to be liquidated with expendable available financial resources.

Funds are classified into the following categories: governmental and fiduciary.

Governmental funds are used to account for all of the District's general activities, including the collection and

disbursement of earmarked monies (special revenue funds), the servicing of general long-term debt (debt

service funds), and the acquisition or construction of major capital facilities (capital projects funds). The

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

fund.

Fiduciary funds are used to account for assets held on behalf of outside parties, including other governments,

or on behalf of other funds within the District. 

The District reports deferred revenue on its financial statements. Deferred revenue arises when a potential

revenue does not meet both the "measurable" and "available" criteria for recognition in the current period. In

subsequent periods, when both revenue recognition criteria are met, or when the District has a legal claim to

the resources, the liability for deferred revenue is removed from the statement of position and revenue is

recognized. 
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2. Measurement Focus, Basis of Accounting, and Basis of Presentation (Continued)

a. General (Educational) Fund

b. Special Revenue Funds

Each of the District's special revenue funds has been established as a separate fund in accordance with the

fund structure required by the state of Illinois for local educational agencies. These funds account for local

property taxes restricted to specific purposes. A brief description of the District's special revenue funds are

as follows:

Operations and Maintenance Fund - is used for expenditures made for operations, repair, and maintenance

of the District's building and land.  Revenue consists primarily of local property taxes.

Tort Immunity and Judgment Fund - accounts for all revenues and expenditures related to liability

insurance.  Revenue consists primarily of local property taxes.

The following funds are the District's funds:

The special revenue funds are used to account for the proceeds of specific revenue sources (other than those

accounted for in the debt service, capital projects, or fiduciary funds) that are legally restricted to

expenditures for specified purposes.

The General Fund includes the Educational Fund Account, the Working Cash Fund Account, and the Tort

Immunity and Judgment Fund Account. The Educational Fund Account is the District's primary operating

account. It accounts for all financial resources of the general government, except those required to be

accounted for in another fund. The Working Cash Fund Account is for the financial resources held by the

District to be used as temporary interfund loans for working capital requirements to the Special Revenue

Fund's Operations and Maintenance and Transportation Funds. Money loaned by the Working Cash Fund

Account to other funds must be repaid within one year. As allowed by the School Code of Illinois, this

Fund may be partially abated to any fund in need as long as the District maintains a balance in the Working

Cash Fund Account of at least .05% of the District's current equalized assessed valuation. The Tort

Immunity and Judgment Fund is used to account for revenues derived from a specific property levy and

state reimbursement grants, and expenditures of these monies is for risk management activities.
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2. Measurement Focus, Basis of Accounting, and Basis of Presentation (Continued)

b. Special Revenue Funds (Continued)

c. Debt Service Fund

d. Capital Projects Funds

The Capital Projects Fund - accounts for financial resources to be used for the acquisition or construction

of major capital facilities.

Municipal Retirement/Social Security Fund - accounts for the District's portion of pension contributions to

the Illinois Municipal Retirement Fund, payments to Medicare, and payments to the Social Security System

for noncertified employees. Revenues to finance contributions are derived primarily from local property

taxes and personal property replacement taxes.

The Debt Service Fund is used for the accumulation of resources for, and the payment of, general long-

term debt principal, interest, and related costs. The primary revenue source is local property taxes levied

specifically for debt service.

Transportation Fund - accounts for all revenues and expenditures made for student transportation.

Revenues are derived primarily from local property taxes and state reimbursement grants.

Working Cash Fund - accounts for financial resources held by the District to be used as temporary

interfund loans for working capital requirements. Money loaned by the Working Cash Fund to other funds

must be repaid within one year. As allowed by the School Code of Illinois, this Fund may be permanently

abolished and become part of the General Fund or it may be partially abated to any fund in need as long as

the District maintains a balance in the Working Cash Fund of at least .05% of the District's current

equalized assessed valuation.

The Fire Prevention and Safety Fund - accounts for state-approved life safety projects financed through

serial bond issues or local property taxes levied specifically for such purposes. 
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2. Measurement Focus, Basis of Accounting, and Basis of Presentation (Continued)

e. Fiduciary Funds

3. General Fixed Assets and General Long-Term Debt Account Groups

The two account groups are not "funds." They are concerned only with the measurement of financial position.

They are not involved with the measurement of the results of operations.

Account groups are used to establish accounting control and accountability for the District's capital assets and

general long-term debt. The accounting and financial reporting treatments applied to the capital assets and

long-term liabilities associated with a fund are determined by its measurement focus.

Capital assets have been acquired for general governmental purposes. At the time of purchase, assets are

recorded as expenditures paid in the governmental funds and capitalized at cost in the General Fixed Assets

Account Group. Donated capital assets are listed at estimated fair market value as of the date of acquisition.

Depreciation accounting is not applicable, except to determine the per capita tuition charge. Interest costs

incurred during construction are not capitalized as part of capital assets.

Long-term liabilities expected to be financed from governmental funds are accounted for in the General Long-

Term Debt Account Group, not in the governmental funds. The debt recorded in the District's General Long-

Term Debt Account Group consists of serial bond issues and long-term debt retirements payable.

The Student Activity Funds (Agency Fund) - are custodial in nature (assets equal liabilities) and do not

involve the measurement of results of operations. These funds account for assets held by the District which

are owned, operated, and managed generally by the student body, under the guidance and direction of adults

or a staff member, for educational, recreational, or cultural purposes. It accounts for activities such as

student yearbook, student clubs and council, and scholarships.

The Flex Spending Fund accounts for assets that are normally maintained by a third party as a convenience

for District management.

The Fiduciary Funds account for assets held by the District in a trustee capacity or as an agent for

individuals, private organizations, other governments, or other funds.  
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4. Deposits and Investments

5. Property Taxes Receivable

The District must file its tax levy resolution by the last Tuesday in December of each year. The tax levy

resolution was approved by the Board of Education on December 16, 2010. The District's property tax is

levied each year on all taxable real property located in the District and becomes a lien on the property on

January 1 of that year. The owner of real property on January 1 (the lien date) in any year is liable for taxes of

that year. 

State statute requires the District to use the investment services of the Township High School District 214

Treasurer and authorize the District to invest in obligations of the U.S. Treasury, certain highly rated

commercial paper, corporate bonds, repurchase agreements, and money market mutual funds registered under

the Investment Company Act of 1940, with certain restrictions. Investments are stated at fair value. Changes

in the fair value of investments are recorded as investment income.

Property taxes are collected by the Cook County Collector/Treasurer who remits them to the Township

Treasurer. Taxes levied in one year become due and payable in two installments on March 1 and

approximately September 1 during the following year. The first installment is an estimated bill, and is fifty-five

percent of the prior year's tax bill. The second installment is based on the current levy, assessment, and

equalization, and any changes from the prior year will be reflected in the second installment bill. 

The Cook County Assessor is responsible for the assessment of all taxable real property within Cook County

except for certain railroad property, which is assessed directly by the state. The county is reassessed every

three years by the Assessor. 

The Illinois Department of Revenue has the statutory responsibility of ensuring uniformity of real property

assessments throughout the state. Each year, the Illinois Department of Revenue furnishes the county clerks

with an adjustment factor to equalize the level of assessment between counties at one-third of market value.

This factor (the equalization factor) is then applied to the assessed valuation to compute the valuation of

property to which the tax rate will be applied (the equalized assessed valuation). The equalization factor for

Cook County was 3.3000 for 2010.

The County Clerk adds the equalized assessed valuation of all real property in the county to the valuation of

property assessed directly by the state (to which the equalization factor is not applied) to arrive at the base

amount (the assessment base) used to calculate the annual tax rates, as described above. The equalized

assessed valuation for the extension of the 2010 tax levy was $2,063,398,732.
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

5. Property Tax Receivable (Continued)

6. Personal Property Replacement Taxes

7. Capital Assets

Assets Years

Buildings 50

Building improvements 20-50

Vehicles 8

Machinery 5-20

Equipment 5-20

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

reflected for informational purposes only. Depreciation of capital assets is not charged to operations of the

District.  The estimated useful lives are as follows:

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend

assets' lives are not capitalized. 

The portion of the 2010 property tax levy not received by June 30 is recorded as a receivable, net of estimated

uncollectibles of 2%. The net receivable collected within the current year, or due and expected to be collected

soon enough thereafter to be used to pay liabilities of the current period, less the taxes collected soon enough

after the end of the previous fiscal year are recognized as revenue. Such time, thereafter, does not exceed 60

days. Net taxes receivable less the amount expected to be collected within 60 days is reflected as deferred

revenue. 

Personal property replacement tax revenues are first allocated to the Municipal Retirement/Social Security

Fund, with the balance allocated at the discretion of the District.

Capital assets used in governmental fund types of the District are recorded in the General Fixed Assets

Account Group. Capital assets are defined by the District as assets with an initial individual or group cost of

more than $2,500 and an estimated useful life in excess of one year. Such assets are recorded at historical cost

or estimated historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair

market value at the date of donation.
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

8. Accumulated Unpaid Vacation and Sick Pay

9. Long-Term Obligations

10. Use of Estimates

Governmental fund types, bond premiums and discounts, as well as issuance costs, are recognized during the

current period. The face amount of debt issued is reported as an other financing source. Premiums received

on debt issuances are reported as other financing sources, while discounts on debt issuances are reported as

other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are

reported as debt service expenditures.

The District reports long-term debt of governmental funds at face value in the General Long-Term Debt

Account Group. Certain other governmental fund obligations not expected to be financed with current

available financial resources are also reported in the General Long-Term Debt Account Group.  

Educational support personnel receive 15 sick days per year, which accumulate to a maximum of 255 days.

The District does not reimburse employees for unused sick days remaining upon termination of employment.  

All certified employees receive a specified number of sick days per year depending on the years of service, in

accordance with the agreement between the Board of Education and the Arlington Teachers' Association.

Unused sick leave days accumulate to a maximum of 340 days. Employees are not compensated for

accumulated sick days upon retirement.

Employees who work a twelve-month year are entitled to be compensated for vacation time. Vacations are

usually taken within the fiscal year. A limit of 10 days may be carried over into the next year. Maintenance

employees are awarded vacation time on July 1 in the year following the year in which they earned the vacation

time.  

In preparing 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.
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE B - LEGAL COMPLIANCE AND ACCOUNTABILITY - BUDGETS

a)

b)

c)

d)

e)

f)

Budgets are adopted on a basis consistent with generally accepted accounting principles. Annual budgets are

adopted at the fund level for the governmental funds. The annual budget is legally enacted and provides for a legal

level of control at the fund level. All annual budgets lapse at fiscal year-end. 

The budget amounts shown in the financial statements are as originally adopted by the Board of Education

on September 23, 2010, and have not been amended.

Public hearings are conducted and the proposed budget is available for inspection to obtain comments.

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

governmental funds.

By September 30, the budget is legally adopted through passage of a resolution. By the last Tuesday in

December of each year, a tax levy resolution is filed with the County Clerk to obtain tax revenues.

Management is authorized to transfer budget amounts, provided funds are transferred between the same

function and object codes. The Board of Education is authorized to transfer up to a legal level of 10% of

the total budget between functions within a fund; however, any revisions that alter the total expenditures of

any fund must be approved by the Board of Education after the public hearing process mandated by law. 

The Board of Education follows these procedures in establishing the budgetary data reflected in the financial

statements:

The Administration submits to the Board of Education a proposed operating budget for the fiscal year

commencing July 1. The operating budget includes proposed expenditures and the means of financing them.
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE C - DEPOSITS AND INVESTMENTS

1.

The weighted-average maturity of all pooled marketable investments held by the Treasurer was 46.54 days at

June 30, 2011. The Treasurer also holds money market type investments and deposits with financial

institutions, including certificates of deposit. As of the same date, the fair value of all investments held by the

Treasurer's office was $227,458,343, and the fair value of the District's proportionate share of the pool was

$74,369,884.

Cash and Investments Under the Custody of the Township Treasurer

District cash and investments (other than the student activity and petty cash funds) are part of a common pool

for all the school districts and cooperatives within the township. The Treasurer maintains records that

segregate the cash and investment balances by district or cooperative. Income from investments is distributed

based upon the District's percentage participation in the pool. Cash for all funds, including cash applicable to

the Debt Service Fund and the Municipal Retirement/Social Security Fund, is not deemed available for

purposes other than those for which these balances are intended.

As explained in Note A, the Illinois Compiled Statutes require the District to utilize the cash and investment

services of the Township High School District 214 Treasurer (the Treasurer). As such, the Treasurer is the

lawful custodian of these school funds. The Treasurer is appointed by the districts to serve the school districts

in the township. The investment policies are established by the Treasurer, as prescribed by the Illinois School

Code and the Illinois Compiled Statutes. The Treasurer is the direct recipient of property taxes, replacement

taxes, and most state and federal aid, and disburses school funds upon lawful order to the School Board. The

Treasurer invests excess funds at his discretion, subject to the legal restrictions discussed below. For these

purposes, the Treasurer is permitted to combine monies from more than one fund of a single district and to

combine monies of more than one district in the township.

The Treasurer's office operates as a nonrated, external investment pool. The fair value of the District's

investment in the Treasurer's pool is determined by the District's proportionate share of the fair value of the

investments held by the Treasurer's office.
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE C - DEPOSITS AND INVESTMENTS (Continued)

1.

2.

NOTE D - CAPITAL ASSETS

Balance Balance

July 1, 2010 Increases Decreases June 30, 2011

Land $      1,205,562 $ -              $ -              $      1,205,562 

Construction in progress 10,551,040   194,831       542,658          10,203,213 

Buildings    97,206,140 -              -                 97,206,140 

Building improvements      5,145,762 1,119,137    -                   6,264,899 

Vehicles         479,704 72,755         139,057               413,402 

Machinery and equipment      8,437,469 945,583       140,384            9,242,668 

Total capital assets $  123,025,677 $     2,332,306 $ 822,099       $  124,535,884 

Cash and Investments Under the Custody of the Township Treasurer (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 District'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,

2011, the District had no uninsured cash balances. 

Interest Rate Risk

The District's investment policy, which is the same as the Treasurer's office, seeks to ensure preservation of

capital in the District'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 District 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 District will also consider investments in local financial

institutions, recognizing their contribution to the community's economic development.

Cash and Investments in the Custody of the District

Capital asset activity for the year ended June 30, 2011 was as follows:

At June 30, 2011, the carrying value of the District's student activity funds and flexible spending fund was

$254,804, all of which was deposited with a financial institution and fully insured.
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE E - LONG-TERM LIABILITIES

Balance Balance

July 1, 2010 Additions Deletions June 30, 2011

General obligation bonds $ 19,970,000   $ -              $ 4,780,000    $ 15,190,000   

Capital leases 22,587          -              10,488         12,099         

Compensated absences 224,192        224,198       224,192       224,198       

Total long-term liabilities $ 20,216,779   $ 224,198       $ 5,014,680    $ 15,426,297   

1.

The summary of activity in bonds payable for the year ended June 30, 2011 is as follows:

Bonds Payable Debt Debt Bonds Payable

July 1, 2010 Issued Retired June 30, 2011

$ 1,000,000     $ -              $ 1,000,000    $ -               

13,200,000   -              3,780,000    9,420,000    

5,770,000     -              -              5,770,000    

Total $ 19,970,000   $ -              $ 4,780,000    $ 15,190,000   

$22,695,000 GO Limited Tax School 

Bonds, Series 2005, due December 1, 

2012, interest at 5.00%.

Bonds Payable

$5,000,000 Life Safety Issue Bonds, 

Series 1992, due December 1, 2010, 

interest at 5.70% to 7.70%.

$5,770,000 GO Limited Tax School 

Bonds, Series 2008, due December 1, 

2013, interest at 4.00%.
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE E - LONG-TERM LIABILITIES (Continued)

1.

Year Ending

June 30 Principal Interest

2012 5,025,000     576,175       5,601,175    

2013 5,045,000     327,675       5,372,675    

2014 5,120,000     102,400       5,222,400    

Total $ 15,190,000   $ 1,006,250    $ 16,196,250  

2.

Year Ending

June 30 Principal Interest

2012 11,141          427             

2013 958              5                 

Total $ 12,099          $ 432             $

             11,568 

                  963 

             12,531 

TotalTotal

Capital Lease

Bonds Payable (Continued)

Total

At June 30, 2011,  the District's future cash flow requirements for retirement of bond principal and interest 

were as follows:

These payments will be made from amounts budgeted from the debt service tax levies in future periods. There

is $2,291,126 in the Debt Service Fund to service the outstanding bonds payable. As of June 30, 2011, the

District was in compliance with all significant bond covenants. 

The District is subject to the Illinois School Code, which limits the bond indebtedness to 6.90% of the most

recent available equalized assessed valuation of the District. As of June 30, 2011, the statutory debt limit for

the District was $142,374,513, of which $127,172,414 is fully available.

The District leases copiers from a third party. The lease terms require monthly payments of $4,403 through

January 2013.

Future minimum lease payments are as follows:
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE F - RESERVED FUND BALANCES AND SPECIAL TAX LEVIES

1. Special Education Tax Levy

NOTE G - INTERFUND TRANSFERS

NOTE H - RETIREMENT FUND COMMITMENTS

1. Teachers' Retirement System of the State of Illinois

The District participates in the Teachers’ Retirement System of the State of Illinois (TRS). TRS is a cost-

sharing, multiple-employer defined benefit pension plan that was created by the Illinois legislature for the

benefit of Illinois public school teachers employed outside the city of Chicago.

The Illinois Pension Code outlines the benefit provisions of TRS, and amendments to the plan can be made

only by legislative action, with the Governor’s approval. The state of Illinois maintains the primary

responsibility for funding the plan, but contributions from participating employers and members are also

required. The TRS Board of Trustees is responsible for the System’s administration.

TRS members include all active nonannuitants who are employed by a TRS-covered employer to provide

services for which teacher certification is required. The active member contribution rate for the year ended

June 30, 2011 was 9.4 percent of creditable earnings. The same contribution rate applies to members whose

first contributing service is on or after January 1, 2011, the effective date of the benefit changes contained in

Public Act 96-0889. These contributions, which may be paid on behalf of employees by the employer, are

submitted to TRS by the employer. The active member contribution rate was also 9.4 percent for the years

ended June 30, 2010 and 2009. 

The District transferred $44,482 from the Operations & Maintenance Fund to the General (Educational) Fund.

The amount transferred represents interest earned on investments.

The District transferred $30,722 from the Working Cash Fund to the General (Educational) Fund. The amount

transferred represents interest earned on investments.

Revenues from the special education tax levy and the related expenditures have been included in the operations

of the Educational Fund. Because cumulative expenditures exceeded cumulative revenues, there is no fund

balance restriction.

The District transferred $13,090 from the Debt Service Fund to the General (Educational) Fund. The amount

transferred represents interest earned on investments.
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE H - RETIREMENT FUND COMMITMENTS (Continued)

1.

The state of Illinois makes contributions directly to TRS on behalf of the District's TRS-covered employees.

On-behalf Contributions to TRS

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

2.2 Formula Contributions

Federal and Special Trust Fund Contributions

When TRS members are paid from federal and special trust funds administered by the District, there is a

statutory requirement for the District to pay an employer pension contribution from those funds. Under a

policy adopted by the TRS Board of Trustees that was first effective for the fiscal year ended June 30,

2006, employer contributions for employees paid from federal and special trust funds will be the same as

the state contribution rate to TRS.

For the year ended June 30, 2011, the employer pension contribution was 23.10 percent of salaries paid

from federal and special trust funds. For the years ended June 30, 2010 and 2009, the employer contribution

was 23.38 and 17.08 percent, respectively, of salaries paid from federal and special trust funds. For the year 

ended June 30, 2011, salaries totaling $357,384 were paid from federal and special trust funds that required

employer contributions of $82,556. For the years ended June 30, 2010 and June 30, 2009, required District

contributions were $32,059 and  $13,350, respectively.

The state of Illinois makes employer pension contributions on behalf of the District. For the year ended June

30, 2011, state of Illinois contributions were based on 23.10 percent of creditable earnings not paid from

federal funds, and the District recognized revenue and expenditures of $7,643,553 in pension contributions

that the state of Illinois paid directly to TRS. For the years ended June 30, 2010 and June 30, 2009, the

state of Illinois contribution rates as percentages of creditable earnings not paid from federal funds were

23.38 percent ($7,743,910) and 17.08 percent ($5,344,277), respectively. 

Employers contribute 0.58 percent of total creditable earnings for the 2.2 formula change. This rate is

specified by statute. Contributions for the year ended June 30, 2011 were $191,916. Contributions for the

years ended June 30, 2010 and June 30, 2009, were $192,107 and $181,480, respectively.

Teachers' Retirement System of the State of Illinois (Continued)
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE H - RETIREMENT FUND COMMITMENTS (Continued)

1.

Early Retirement Option (ERO)

Salary Increases Over 6 Percent and Excess Sick Leave

If an employer grants salary increases over 6 percent and those salaries are used to calculate a retiree’s final

average salary, the employer makes a contribution to TRS. The contribution will cover the difference in

actuarial cost of the benefit based on actual salary increases and the benefit based on salary increases of up

to 6 percent.

For the year ended June 30, 2011, the District paid $5,445 to TRS for employer contributions due on salary

increases in excess of 6 percent. For the years ended June 30, 2010 and June 30, 2009, the District paid $0

and $0, respectively, to TRS for employer contributions due on salary increases in excess of 6 percent. 

If an employer grants sick leave days in excess of the normal annual allotment and those days are used as

TRS service credit, the employer makes a contribution to TRS. The contribution is based on the number of

excess sick leave days used as service credit, the highest salary used to calculate final average salary, and

the TRS total normal cost rate (18.03 percent of salary during the year ended June 30, 2011, as recertified

pursuant to Public Act 96-1511).

For the year ended June 30, 2011, the District paid $0 to TRS for sick leave days granted in excess of the

normal annual allotment. For the years ended June 30, 2010 and June 30, 2009, the District paid $0 in

employer contributions granted for sick leave days.

The District is also required to make one-time employer contributions to TRS for members retiring under

the Early Retirement Option (ERO). The payments vary depending on the age and salary of the member. 

The maximum employer ERO contribution is 117.5 percent and applies when the member is age 55 at

retirement.

For the year ended June 30, 2011, the District paid $55,167 to TRS for employer contributions under the

ERO program. For the years ended June 30, 2010 and June 30, 2009, the District paid $0 in employer ERO

contributions.

Teachers' Retirement System of the State of Illinois (Continued)
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE H - RETIREMENT FUND COMMITMENTS (Continued)

1.

THIS Fund Employer Contributions

The District participates in the Teacher Health Insurance Security (THIS) Fund, a cost-sharing, multiple-

employer defined benefit postemployment healthcare plan that was established by the Illinois legislature for the

benefit of Illinois public school teachers employed outside the city of Chicago. The THIS Fund provides

medical, prescription, and behavioral health benefits, but it does not provide vision, dental, or life insurance

benefits to annuitants of the Teachers’ Retirement System (TRS). Annuitants may participate in the state-

administered participating provider option plan or choose from several managed care options. 

The State Employees Group Insurance Act of 1971 (5 ILCS 375) outlines the benefit provisions of the THIS

Fund and amendments to the plan can be made only by legislative action, with the Governor’s approval. The

Illinois Department of Healthcare and Family Services (HFS) and the Illinois Department of Central

Management Services (CMS) administer the plan, with the cooperation of TRS. The Director of HFS

determines the rates and premiums for annuitants and dependent beneficiaries and establishes the cost-sharing

parameters. Section 6.6 of the State Employees Group Insurance Act of 1971 requires that all active

contributors to the TRS who are not employees of the state make a contribution to the THIS Fund.

Further Information on TRS

TRS financial information, an explanation of TRS benefits, and descriptions of member, employer, and state

funding requirements can be found in the TRS Comprehensive Annual Financial Report for the year ended

June 30, 2010. The report for the year ended June 30, 2011 is expected to be available in late 2011.

The reports may be obtained by writing to the Teachers’ Retirement System of the State of Illinois, 2815 West

Washington Street, P.O. Box 19253, Springfield, Illinois 62794-9253. The most current report is also

available on the TRS Web site at http://trs.illinois.gov. 

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

The percentage of employer-required contributions in the future will be determined by the Director of HFS and

will not exceed 105 percent of the percentage of salary actually required to be paid in the previous fiscal year.

  

����������	���
������
�������������	���
������
�������������	���
������
�������������	���
������
�������

 



Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE H - RETIREMENT FUND COMMITMENTS (Continued)

1.

On-behalf Contributions to the THIS Fund

Employer Contributions to the THIS Fund

Further Information on the THIS Fund

2.

The District also makes contributions to the THIS Fund. The employer THIS Fund contribution was 0.66

percent during the year ended June 30, 2011 and 0.63 percent during the years ended June 30, 2010 and

June 30, 2009. For the year ended June 30, 2011, the District paid $218,387 to the THIS Fund. For the

years ended June 30, 2010 and June 30, 2009, the District paid $208,668 and $197,125, respectively, to the

THIS Fund, which was 100 percent of the required contribution.

The publicly available financial report of the THIS Fund may be obtained by writing to the Department of

Healthcare and Family Services, 201 S. Grand Ave., Springfield, Illinois 62763-3838.

Illinois Municipal Retirement Fund

Plan Description

The District's defined benefit pension plan for regular employees provides retirement and disability benefits,

postretirement increases, and death benefits to plan members and beneficiaries. The District's plan is affiliated

with the Illinois Municipal Retirement Fund (IMRF), an agent, multiple-employer plan. Benefit provisions are

established by statute and may only be changed by the General Assembly of the State of 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.

The state of Illinois makes employer retiree health insurance contributions on behalf of the District. State

contributions are intended to match contributions to the THIS Fund from active members, which were 0.88

percent of pay during the year ended June 30, 2011. State of Illinois contributions were $291,183, and the

District recognized revenue and expenditures of this amount during the year. 

State contributions intended to match active member contributions during the years ended June 30, 2010

and June 30, 2009 were 0.84 percent of pay. State contributions on behalf of district employees were

$278,224 and $262,833, respectively. 

Teachers' Retirement System of the State of Illinois (Continued)
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE H - RETIREMENT FUND COMMITMENTS (Continued)

2.

Actuarial Annual Percentage

Valuation Pension of APC Net Pension

Date Cost (APC) Contributed Obligation

12/31/10 $ 784,855        77% $ 177,372       *

12/31/09 549,824        100% -              

12/31/08 513,071        100% -              

*

For the fiscal year ended December 31, 2010, the District's actual contributions for pension costs for the

regular plan were $607,483. The District's required contributions for calendar year 2011 was $834,331.

Illinois Municipal Retirement Fund (Continued)

Funding Policy

Annual Pension Cost

Trend Information

As set by state statute, the District's regular plan members are required to contribute 4.5 percent of their

annual covered salary. The statute requires the District to contribute the amount necessary, in addition to

member contributions, to finance the retirement coverage of its own employees. The District contribution rate

for calendar year 2010 used by the District was 9.35 percent of annual covered payroll. The District annual

required contribution rate for calendar year 2010 was 12.08 percent. 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 state statute.

Information above represents the net pension obligation at December 31, 2010, the plan's year end. As June

30, 2011, the District's net pension obligation was $179,294. 
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE H - RETIREMENT FUND COMMITMENTS (Continued)

2.

June 30,

2011

$        721,400 

           6,841 

         (4,890)

       723,351 

      (635,266)

         88,085 

         91,209 

$        179,294 

Funded Status and Funding Progress

Net pension obligation, beginning of year

Net pension obligation, end of year

Annual required contribution

Interest on net pension obligation

Adjustment to annual required contribution

Annual net pension obligation

Contributions made

Increase in net pension obligation

Annual Pension Cost (Continued)

The required contribution for 2010 was determined as part of the December 31, 2008 actuarial valuation using

the entry age normal actuarial cost method. The actuarial assumptions at December 31, 2008 included (a) 7.5

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 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 percent corridor between the actuarial value and market value of

assets. The District's regular plan's unfunded actuarial accrued liability at December 31, 2008 is being

amortized as a level percentage of projected payroll on an open 30 year basis.

As of December 31, 2010, the most recent actuarial valuation date, the regular plan was 72.64 percent funded.

The actuarial accrued liability for benefits was $17,082,817 and the actuarial value of assets was

$12,408,165, resulting in an underfunded actuarial accrued liability (UAAL) of $4,674,652. The covered

payroll for calendar year 2010 (annual payroll of active employees covered by the plan) was $6,497,142 and

the ratio of the UAAL to the covered payroll was 72 percent. 

Illinois Municipal Retirement Fund (Continued)
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE H - RETIREMENT FUND COMMITMENTS (Continued)

3.

NOTE I - OTHER POSTEMPLOYMENT BENEFITS

Social Security/Medicare

Plan Description

The District administers a single-employer defined benefit healthcare plan for active employees. The District does

not allow retirees and/or their spouses to access the District's group health insurance plan during retirement,

except under two specific laws: the Consolidated Omnibus Budget Reconciliation Act (COBRA) or Public Act 86-

1444. In accordance with federal COBRA legislation, the District must allow a covered employee to continue his

or her health insurance for a minimum of 18 months after employment ends. Public Act 86-1444 amends the

Illinois Insurance Code to require Illinois Municipal Retirement Fund (IMRF) employers who offer health

insurance to their active employees to offer the same health insurance to retirees at the same premium rate for

active employers. If a retiree elects to leave the health plan, he/she may not return to the plan in a future year.

For 2011, a total of 7 former employees or spouses accessed a postemployment benefits through the District.

Under the Consolidated Omnibus Budget Reconciliation Act (COBRA), retirees contribute the same premium

amount as active employees plus a 2% COBRA administration fee. Under Public Act 86-1444, retirees are

responsible to contribute the full premium toward the cost of their insurance. There is not an additional

administrative charge allowed under this act. Retirees may also access dental and life insurance benefits on a

"direct pay" basis.  Currently, the District contributes 87.9 percent to the postemployment benefits.  For fiscal year 

2011, the District contributed $10,056 toward the cost of the postemployment benefits for retirees.  

Funding Policy

Annual OPEB Cost and Net OPEB Obligation

The District's annual other postemployment benefit (OPEB) cost (expense) is calculated based on the annual

required contribution of the employer (ARC), 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 to amortize any unfunded actuarial liabilities (or funding excess) over a period

not to exceed thirty years. The following table shows the components of the District's annual OPEB cost for the

year, the amount actually contributed to the plan, and changes in the District's estimated net OPEB obligation to

the Retiree Health Plan: 

Employees not qualifying for coverage under the Illinois Teachers' Retirement System or the Illinois Municipal

Retirement Fund are considered "nonparticipating employees". These employees and those qualifying for

coverage under the Illinois Municipal Retirement Fund are covered under Social Security/Medicare. The

District paid the total required contribution for the current fiscal year.
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE I - OTHER POSTEMPLOYMENT BENEFITS (Continued)

June 30, 

2011

$          11,385 

163             

(109)            

         11,439 

        (10,056)

           1,383 

3,255          

$            4,638 

Actuarial Percentage

Valuation Annual Annual OPEB

OPEB Cost Net OPEB

Date Cost Contributed Obligation

6/30/11 $ 11,439          87.9% $ 4,638          

6/30/10 11,477          87.6% 3,255          

6/30/09 11,890          84.6% 1,834          

The District's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPEB

obligation for fiscal year 2011 and the two preceding fiscal years were as follows:

Annual required contribution

Interest on net OPEB obligation

Adjustment to annual required contribution

Annual OPEB cost

Annual OPEB Cost and Net OPEB Obligation  (Continued)

Contributions made

Increase in net OPEB obligation

Net OPEB obligation end of year

Net OPEB obligation beginning of year
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE I - OTHER POSTEMPLOYMENT BENEFITS (Continued)

Funding Status and Funding Progress

The projection of future benefit payments for an ongoing plan involved 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 with past expectations and new estimates are made about the future.

Methods and Assumptions

As of June 30, 2011, the actuarial accrued liability for benefits was $116,704, all of which was unfunded. The

covered payroll (annual payroll of active employees covered by the plan) and the ratio of the unfunded actuarial

accrued liability to the covered payroll were not available. 

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan understood by

the employer and plan members) and include the types of benefits provided at the time of each valuation and the

historical pattern of sharing of benefit costs between the employer and plan members to that point. The 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. 
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE I - OTHER POSTEMPLOYMENT BENEFITS (Continued)

0.00%

Entry age

30 years

Market

5.00%

5.00%

8.00% initial

20%

Methods and Assumptions  (Continued)

June 30, 2011

*Includes inflation at 3.00%

Implicit (All): 20% of premium

  to age 65

(50% of $508/month + 50% of

$1,141/month)

Percentage of active employees assumed to elect benefit

Employer provided benefit Explicit: None

6.00% ultimate

 Mortatility, Turnover, Disability, 

   Retirement ages Same rates utilized for IMRF

The following simplifying assumptions were made:

 Investment rate of return*

 Projected salary increases

 Healthcare inflation rate

Remaining amortization period

Asset valuation method

Actuarial assumptions:

Amortization period Level percentage of pay,

  closed

  Plan members

Actuarial valuation date

Actuarial cost method

Contribution rates:

  District Not Applicable
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Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE J - JOINT AGREEMENTS

NOTE K - DEFICIT FUND BALANCE

NOTE L - RISK MANAGEMENT

Claims Current Year Claims 

Payable Claims Payable

Beginning and Changes Claims End of

of Year in Estimate Paid Year

Fiscal Year 2011 $ 997,094       $ 4,522,005     $ 4,571,763    $ 947,336       

Fiscal Year 2010 696,926       5,113,243     4,813,075    997,094       

The District is a member of the Northwest Suburban Special Education Organization (NSSEO), a joint agreement

that provides certain special education services to residents of many school districts. The District believes that,

because it does not control the selection of the governing authority, and because of the control over employment of

management personnel, operations, scope of public service, and special financing relationships exercised by the

joint governing boards, these are not properly included as component units of the District. 

The Capital Projects Fund had a deficit fund balance of $37,970 at June 30, 2011.

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;

errors and omissions; natural disasters; and workers' compensation claims. These risks are covered by commercial

insurance purchased from independent third parties. Settled claims from these risks have not exceeded commercial

insurance coverage for the past three fiscal years.  There were no significant reductions in insurance coverage from 

the prior year.

The District is self-insured for medical coverage that is provided to District personnel. Health Care Service

Corporation administers claims for a per-person, per-month fee. Expenditures are recorded as incurred in the

form of direct contributions from the District to Health Care Service Corporation for payment of employee health

claims and administration fees. The District's liability will not exceed $100,000 per employee, or 125% of the

expected claims in the aggregate as provided by stop-loss provisions incorporated in the plan.

At June 30, 2011, total unpaid claims, including an estimate for claims that have been incurred but not reported

(IBNR) to the administrative agent, amounted to $947,336. The estimates are developed based on reports

prepared by the administrative agent. For the two years ended June 30, 2011 and 2010, changes in the liability

reported in the Insurance Fund for unpaid claims are summarized as follows:

  

����������	���
������
�������������	���
������
�������������	���
������
�������������	���
������
�������

 



Arlington Heights School District 25
NOTES TO THE ANNUAL FINANCIAL REPORT

June 30, 2011

NOTE M - CONTINGENCIES

1. Litigation

2. Grants

NOTE N - SUBSEQUENT EVENTS

Management has evaluated subsequent events through January 31, 2012, the date these financial statements were

available to be issued. Management has determined no events or transactions have occurred subsequent to the

balance sheet date that require disclosure in the financial statements. 

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor agencies,

principally the federal government. Any disallowed claims, including amounts already collected, may

constitute a liability of the applicable funds. The amount, if any, of expenditures which may be disallowed by

the grantor cannot be determined at this time, although the District expects such amounts, if any, to be

immaterial.

The District is not involved in any significant litigation that would materially affect the balances reported at

June 30, 2011. With regard to other pending matters, the eventual outcome and related liability, if any, are not

determinable at this time. No provision has been made in the accompanying financial statements for settlement

costs.
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