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INDEPENDENT AUDITORS’ REPORT

Mayor and City Commissioners
City of Mattoon
Mattoon, Illinois 61938

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of Mattoon, Illinois, as of April 30, 2011 and
for the year ended, which collectively comprise the City of Mattoon, Illinois’ basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the
City of Mattoon, Illinois’ management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America, and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. 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
opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Mattoon, Illinois, as of April 30, 2011, and the respective changes in
financial position and, where applicable, cash flows thereof for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

Member of Private Companies Practice Section
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Mayor and City Commissioners
City of Mattoon
Page 2

In accordance with Government Auditing Standards, we have also issued our report dated
October 11, 2011, on our consideration of the City of Mattoon, Illinois’ internal control over
financial reporting and our tests of its compliance with certain provisions of laws, 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.

The management’s discussion and analysis on pages 3 through 15, budgetary comparison
information on pages 101 through 103, pension plans’ Schedules of Funding Progress on pages 97
through 99, and post-employment healthcare benefit program’s Schedule of Funding Progress on
page 100 are not a required part of the basic financial statements but are supplementary information
required by the Governmental Accounting Standards Board. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Mattoon, Illinois’ basic financial statements. The major fund
schedule, combining and individual nonmajor fund financial statements and schedules, and the
combining and individual component unit statements are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The major fund schedule,
combining and individual nonmajor fund financial statements and schedules, and the combining
and individual component unit statements have been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, are fairly stated in all material
respects in relation to the basic financial statements taken as a whole. The computation of legal
debt margin has not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we express no opinion on it.

We £ P@»fv}; LLc

October 11, 2011



CITY OF MATTOON, ILLINOIS
- MANAGEMENT’S DISCUSSION AND ANALYSIS

This discussion and analysis of the financial performance of the City of Mattoon is intended
to provide an overview of the City’s financial activities for the fiscal year ended April 30, 2011.
Readers are encouraged to consider the information presented here in conjunction with additional
information as furnished in the financial statements, which begins on page 16.

FINANCIAL HIGHLIGHTS

» The City of Mattoon, excluding pension component units, has total assets of $91,272,662
and liabilities of $42,990,112, resulting in net assets of $48,282,550 as of April 30, 2011. Total
assets decreased from April 30, 2010 by $4,643,353, total liabilities decreased from April 30, 2010
by $919,561 and net assets decreased from April 30, 2009 by $3,723,792. Of the net assets as of
April 30,2011, $47,708,339 represents the City’s investment in capital assets, net of related debt,
$2,268,525 is held for restricted purposes, and ($1,694,314) is unrestricted and available to meet the
City’s ongoing obligations to its citizens and creditors. The City’s cash position in the governmental
activities decreased by approximately $3 million, from $13.3 million to $10.3 million. The decrease
in assets, net assets and cash can be directly attributed to the redevelopment grant made to Cross
County Mall. While the City held the cash to make the grant ($4,000,000), that cash increased our
assets, net assets and cash. After making the grant, the City recorded an expenditure and this
decreased those items. The City’s cash position in the business-type activities decreased by
approximately $700,000, from $3.3 million to $2.6 million.

» The following table shows the changes in major revenue sources from 2010 to 2011.

City of Mattoon, Illinois
Changes in Major Revenue Sources

April 30,2011
Source 2011 2010 Change

Intergovernmental Shared Revenues  § 9,615,107 $ 8,664,548 h) 950,559
Property Tax Revenues $ 4,022,762 $ 3,821,484 $ 201,278
Utility Tax Revenues $ 1,303,379 $ 1,189,618 $ 113,761
Hotel Tax Revenues $ 284,202 $ 238,048 $ 46,154
Water Fund Charges for Services $ 3,219,471 $ 2,918,141 $ 301,330
Sewer Fund Charges for Services $ 3,721,273 $ 3,412,385 $ 308,888
Governmental Activities Charges

for Services $ 1,020,245 $ 977,034 $ 43,211
Table Totals $ 23,186,439 $ 21,221,258 $ 1,965,181



* During FY 2011, due to continuing budgetary concerns and personnel issues, the City of
Mattoon delayed the development of a plan for the replacement of aging infrastructure and the
continuous replacement of the City’s aging vehicle fleet. The 2011 — 2012 City Budget contains a
vehicle replacement plan for the next five years and also implemented a Mobile Equipment Fund as
the funding mechanism for the future purchases. The City has continued to upgrade the technology
used in operations and the improvement of utility services. The City still has not put in place a long-
term capital budget. In the past the City has funded capital improvements on a year-to-year basis
with little planning for future fiscal years. The continued tightening of the City’s budget has made
the lack of a capital plan a significant issue. The City Council has made a capital plan a priority for
the 2011 — 2012 fiscal year.

« Illinois statute restricts municipality general obligation debt to less than 8.625% of
equalized property value. As most of Mattoon’s debt will be retired from revenue sources other than
property taxes, the City’s general obligation debt is well below the statutory limit.

OVERVIEW OF THE FINANCIAL STATEMENTS

This section serves as an introduction to the City of Mattoon’s basic financial statements. The
basic financial statements for the City of Mattoon are comprised of three components:

- government-wide statements,
- fund financial statements, and
- notes to the financial statements.

This report also contains other supplementary information in addition to the basic financial
statements.

Government-wide Financial Statements

The two government-wide financial statements are designed to provide readers with a broad
overview of the City’s finances in a manner similar to private-sector business entities. The Statement
of Net Assets presents information on all of the City of Mattoon’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the City is improving or deteriorating.
The Statement of Activities presents information showing how the City’s net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of the related cash flows. Thus, revenues
and expenses are reported in this statement for some items that will result in cash flows in future
fiscal periods (e.g., uncollected taxes and earned but unused vacation leave). The government-wide
financial statements can be found on pages 16 through 18 of this report.



Both of the government-wide financial statements distinguish those functions of the municipality
that are principally supported by taxes and intergovernmental revenues, known as governmental
activities, from other functions that are intended to recover all, or a significant portion, of their costs
through user fees and services charges, called business-type activities. The governmental activities
of the City of Mattoon include general government, public safety, public works, health and welfare,
culture and recreation, economic development, capital outlay, debt service and other miscellaneous
activities. The business-type activities of the City include the water and sewer utility services.

In addition to these various direct operations of the City, or primary government, the financial
statements also include financial information related to legally distinct entities for which the City has
financial responsibility and accountability, known as component units. The City of Mattoon’s
component units include the Mattoon Firefighters Pension Fund, Mattoon Police Pension Fund,
Mattoon Foreign Fire Insurance Tax Account and the Mattoon Public Library. These entities are
described in note 1 following the financial statements.

Fund Finanecial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The City of Mattoon, like other governmental
entities, uses fund accounting to ensure and demonstrate compliance with various finance-related
legal requirements. Some funds are required by law, while others are established internally to
maintain control over a particular activity. All of the funds of the City of Mattoon can be divided
into three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide
statements, governmental fund financial statements focus on near term inflows and outflows of
current spendable resources, as well as balances of spendable resources that can be converted to cash
and balances available at the end of the fiscal year for future spending. Such information may be
useful in evaluating a government’s near-term financing requirements,

Governmental funds include the general, special revenue, and capital projects funds. On the Balance
Sheet — Governmental Funds, the General Fund, Capital Projects Fund and Broadway East Business
District Fund .are shown as separate columns and data from the other governmental funds are
combined into a single column for aggregated presentation. Individual fund data for each of these
non-major governmental funds is provided in the form of combining statements elsewhere in this
report. Reconciliations follow the Balance Sheet-Governmental Funds and Statement of Revenues,
Expenditures, and Changes in Fund Balances-Governmental Funds. The reconciliations show the
adjustments that are needed to convert the governmental funds financial statements to the
government-wide Statement of Net Assets and Statement of Activities.



Proprietary Funds

Proprietary funds maintained by the City of Mattoon are of two different types: enterprise funds and
internal service funds. Enterprise funds are used to report those functions presented as business-type
activities in the government-wide financial statements. The City uses enterprise funds to account for
activities that provide supplies and services to the general public. Proprietary fund statements
provide the same type of information as the government-wide financial statements, but in more
detail. The City’s fund financial statements present separate enterprise fund information for the
water and sewer utilities. The proprietary fund financial statements begin on page 24 of this report.

Internal service funds are used to account for enterprise-like operations that provide services, on a
user fee basis, primarily or exclusively to departmental customers within the governmental entity
itself, rather than to external customers. The City of Mattoon uses internal service funds to account
for its employee and retiree health and life insurance and to account for the City’s general liability,
casualty and workers compensation insurance. Because these services predominately benefit
governmental rather than business-type functions, they have been included within the governmental
activities in the government-wide financial statements.

Fiduciary Funds

Fiduciary Funds are used to account for assets held by the City in a trustee capacity or as an agent
for individuals, private organizations, other governments, and/or other funds. The City does not
have any fiduciary funds, but it does include the Mattoon Police Pension Fund and the Mattoon
Firefighters Pension Fund, both of which are fiduciary type discretely presented component units.
Financial information for the Mattoon Police Pension Fund and Mattoon Firefighters Pension Fund
can be found in the Combining and Individual Fund Statements and Schedules on pages 126 through
127 of this report.

Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional detail that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes
to the basic financial statements can be found beginning on page 33 of this report.

Additional Supplementary Information

Following the basic government-wide and fund financial statements and accompanying notes,
combining statements are included for the non-major governmental and fiduciary component units.



FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

The Statement of Net Assets for the City of Mattoon is summarized in the table below. As noted
earlier, net assets may serve over time as a useful indicator of a government’s financial position. The
City’s assets exceeded liabilities by over $46 million as of April 30, 2011. The majority of these net
assets reflect the City’s investment in capital assets, including land, land improvements, buildings,
machinery and equipment, infrastructure, and construction in progress, net of depreciation and
related debt. These capital assets are used to provide services to citizens and are not available for
future spending. Although the City’s investment in capital assets is reported net of related debt, it
should be noted that the resources needed to repay debt must be provided from other sources, since
the capital assets themselves cannot be used to liquidate these liabilities.

In the fiscal year ended April 30, 2010, the Cemetery Fund was considered a business-type activity.
However, beginning May 1, 2011, this was reclassified as a governmental activity. Therefore, some
variances shown in the following tables are due to this reclassification. The net assets amount at
May 1 in the 2011 column in the second table has been restated to reflect the net effect of the
reclassification.

Governmental Activities Business-Type Activities Total

2011 2010 2011 2010 2011 2010
Current & Other Assets $20,526,870 $24,315,428 $3,078,179 $3,587,341 $23,605,049 $27,902,769
Capital Assets (net) $25,691,080 $25,333 411 $39,968,696 $40,695,775 $65,659,776 $66,029,186
Total Assets $46,217,950 $49,648,839 $43,046,875 $44,283,116 $89,264,825 $93,931,955
Current Liabilities $6,889,309 $8,518,804 $440,913 $952,611 $7,330,222 $9,471,415
Non-current Liabilities $17,558,450 $16,028,364 517,939,986 $18.324,020 $35,498,436 $34,352,384
Total Liabilities $24,447,759 $24,547 168 $18,380,899 $19,276,631 $42,828. 658 $43 823,799
Invested in Capital Assets,

Net of Debt $21,900,813 $23,048,081 $23,966,707 $23,161,214 $45,867,520 $46,209,295
Restricted $2,243,525 $1,942,135 $0 $59,696 $2,243,525 $2,001,831
Unrestricted ($2,374,147) $111,455 $699.269 $1,785,575 ($1,674,878) $1,897,030
Total Net Assets $21,770,191 $25,101,671 $24,665,976 $25,006,485 $46,436,167 $50,108,156
Total Net Assets as a
% of Total Liabilities 89% 102% 134% 130% 108% 114%
Unrestricted Net Assets
as a % of Total Liabilities (9.7%) 0.5% 318% 9% (3.9%) 4%

As of April 30, 2011, the Governmental Activities have negative Unrestricted Net Assets of
$2,374,147. This is due to the liabilities. The Business Type Activities have unrestricted net Assets
of $699,269. Overall the City is able to report positive balances in net assets for the governmental
activities as well as business-type activities.



An examination of the Statement of Activities provides a concise picture of how the various activities
of the City are funded. The following table summarizes the City's governmental and business-type

activities.
Governmental Activities Business-Type Activities Total
2011 2010 2011 2010 2011 2010
Revenues
Program Revenues
Charges for Services $1,020,245 $872,011 $6,940,744 $6,435,549 $7,960,989 $7,307,560
Operating Grants &
Contr. $193912 $387,777 $0 $14,890 $193,912 $402,667
Capital Grants & Contr. $297,930 $2.907,646 $8,706 $0 $306,636 $2,907,646
General Revenues
Property Taxes $3,881,483 $3,681,530 30 $0 $3,881,483 $3,681,530
Sales Taxes $5,812,026 $5,527,716 $0 $0 $5,812,026 $5,527,716
Utility Taxes $1,303,379 $1,189,618 $0 $0 $1,303,379 $1,189,618
Telecommunication
Taxes $888,673 $917,779 $0 $0 $888,673 $917,779
Other Taxes $1,097,500 $1,058,813 $0 $0 $1,097,500 $1,058,813
Intergovernmental Rev. $2,799,684 $2,568,198 $0 $0 $2,799,684 $2,568,198
Investments Income $43,756 $67,494 $40,180 $58.012 $83,936 $125,506
Miscellaneous Income $346,964 $728,643 $0 $0 $346,964 $728,643
Gain (Loss) on Sale of
Assets $15,003 $652,637 ($50,122) 350,646 ($35,119) $703,283
Total Revenue $17,700,555 $20,559,862 $6,939,508 $6,559,097 $24,640,063 $27,118,959
Expenses
Program Expenses
General Government $1,973,729 $1,806,456 $0 $0 $1,973,729 $1,806,456
Public Safety $9,937,597 $10,268,697 $0 $0 $9,937,597 $10,268,697
Public Works $3,197,986 $3,282,600 $0 $0 $3,197,986 $3,282,600
Health and Welfare $228,228 $37,928 $0 $0 $228,228 $37,928
Culture and Recreation $1,693,541 $1,609,875 $0 $0 $1,693,541 $1,609,875
Economic Development $3,596,844 $1,963,581 $0 30 $3,596,844 $1,963,581
Interest on Long-Term
Debt $652,055 $674,062 $0 $0 $652,055 $674,062
Water $0 $0 $3,304,576 $3,199,543 $3,304,576 $3,199,543
Sewer $0 $0 $3,727,496 $3,904,877 $3,727,496 $3,904,877
Cemetery $0 $0 $0 $174,148 30 $174,148
Total Expenses $21,279,980 $19,643,199 $7,032,072 $7,278,568 $28,312,052 $26,921,767
Increase (decrease) in net assets
before transfers ($3,579,425) $916,663 (892,564 ($719,471) ($3,671,989) $197,192
Transfers $137,523 $135,237 (3137,523) ($135,237) $0 $0
Changes in Net Assets ($3,441,902) $1,051,900 ($230,087} ($854,708) ($3,671,989) $197,192
Net Assets - May 1 (Restated)  $25,212,093 $24,049,771 $24,896,063 $25,861,193 $50,108,156 $49,910,964
Net Assets - April 30 $21,770,191 $25,101,671 $24,665,976 $25,006,485 $46,436,167 $50,108,156

-8-



The following chart illustrates how governmental activities are funded. Sales taxes provided thirty-
two percent (32%) of the governmental activities revenue. Intergovernmental revenues (state shared
taxes) provided sixteen percent (16%) of the governmental activities revenue. Property taxes
provided twenty-two percent (22%) of the governmental activities revenue. Utility taxes and other
taxes provided nineteen percent (19%) of the governmental activities revenue. Taxes, in one form or
another, comprised eighty-nine percent (89%) of the governmental activities revenue. The
remaining eleven percent (11%) came from Charges for Services, six percent (6%), Miscellaneous
and Investment Revenue, two percent (2%), and Grants and Contributions, three percent (3%).

Governmental Activities Revenue

Sales Taxes 32%

Grants & Contrib (3%)
Misc. & Invest. (2%) @

Intergov. Revenues {16%)

Charges for Services (6%)

T 2% Utl & Other Taxes (15%)
Property Taxes o h

The following chart illustrates the expenditures of the governmental activities. Public Safety (fire
and police protection) comprised forty-seven percent (47%) of the total expenditures of the
governmental activities. Public works comprised fifteen percent (15%) of the total expenditures of
the governmental activities. General government comprised nine percent (9%) of the total
expenditures of the governmental activities. The remaining twenty-nine percent (29%) came from
expenditures for culture and recreation, eight percent (8%), economic development, seventeen
percent (17%), interest, three percent (3%), and health & welfare, one percent (1%).



Government Activities Expenses

Health & Welfare
1% Interest
Economic Dev 3%

17%
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8%

Public Safety

General Government 47%

9%

Public Works
15%

Business-type activities, water and sewer utilities, depend on charges for services as their primary
revenue sources. Approximately ninety-nine percent (99%) of revenues are generated from user
charges.

FINANCIAL ANALYSIS OF THE CITY’S MAJOR FUNDS
Governmental Funds

The focus of the City’s governmental funds is to provide information regarding near-term inflows,
outflows, and spendable resources. Such information can be useful in assessing the City’s financing
requirements.

As of April 30,2011, the City of Mattoon’s Balance Sheet - Governmental Funds reported combined
ending fund balances of $12,014,994, a decrease of $2,108,671 from April 30, 2010. Of the ending
fund balances total, $713,564 is reserved for specific legal requirements and other commitments,
leaving total unreserved governmental fund balances of $11,301,430 available for meeting future
budget requirements. The $11.3 million is broken down as follows: $2.4 million in the general fund,
an increase of $997,105 from April 30, 2010, $3.3 million in special revenue funds, a decrease of
$2,310,570 from April 30,2010, and $5.6 million in the capital projects fund, a decrease of $726,355
from April 30, 2010. The decreases in the special revenue funds and the capital projects fund are
directly attributable to the expenditures of the funds provided by the bonds issued by the City in late
April of 2009. Those expenditures include the redevelopment agreement with the owners of the
Cross County Mall and the various capital projects such as the sidewalk replacement plan.
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The General fund is the primary operating fund used to account for the governmental operations of
the City of Mattoon. The largest revenue sources for the General fund are taxes and
intergovernmental revenues which account for ninety-two percent (92%) of revenues. Public safety
and public works are the primary operations of the General fund. Approximately sixty percent (60%)
of the General fund expenditures of $15.1 million are allocated to the public safety sector. Another
twelve percent (12%) of the General fund costs are derived from the general governmental
expenditures. Over ten percent (10%) of the General fund’s costs are derived from the public works
operations.

The General Fund has a fund balance of $2,439,535, an increase of $1,057,757 over the balance as
of April 30, 2010. The addition of the Cemetery Fund increased the fund balance of the General
Fund by $59,990. The Capital Projects Fund has a fund balance of $5,638,579, a decrease of
$726,355 over the balance as of April 30, 2010. The Broadway East Business District Fund ended
the year with a balance of $938,159, a decrease of $2,804,944 over the balance of April 30, 2010.
The General Fund’s undesignated fund balance is available to be applied in a future year’s budget to
one-time capital projects or to reduce outstanding debt. The Capital Project Funds may be used to
fund the City’s various infrastructure projects. The majority of the balance is due to the bond
issuance for capital projects that have yet to be constructed. Those projects to be constructed include
the south side detention basin and the Public Works building. The Broadway East Business District’s
fund balance is generally available to pay for eligible redevelopment costs and expenses related to
projects within the district. The majority of the decrease this fiscal year in the balance is due to the
payments made to the Cross County Mall redevelopment project.

With regard to the Other Governmental Funds, the Motor Fuel Tax fund had a total fund balance of
$1,362,979, and the Revolving Loan fund had a total fund balance of $1,081,524. The Motor Fuel
Tax fund balance primarily reflects the amounts designated to pay for maintenance of existing
streets, resurfacing and construction of new streets. The Revolving Loan fund balance is primarily
monies to be pledged for expenditure on loans to assist in the economic development of Mattoon.
The remaining special revenue funds included in the Other Governmental Funds column in the
balance sheet are the Hotel and Motel Tax Fund, Festival Management Fund, Home Rehabilitation
Grant Fund, Midtown TIF District Fund, I-57 East TIF District Fund, South Route 45 Business
District Fund, I-57 East Business District Fund, Broadway East TIF District Fund and the South
Route 45 TIF District Fund. These remaining funds have a total fund balance as of April 30,2011 of
$554,218. The total accumulated fund balances of all the Other Governmental Funds increased by
$364,871 during 2010-2011.

-11 -



Proprietary Funds

The City’s proprietary fund statements provide the same type of information found in the
government-wide financial statements, but in greater detail. The detail of the City's proprietary funds
can be found from page 24 to page 30. The net assets of the enterprise type proprietary funds at the
end of 2011 totaled $24,665,976, a decrease of $340,509 from the previous year. The Water fund net
assets decreased $109,109; the Sewer fund net assets decreased $120,978. The removal of the
Cemetery Fund decreased the net assets of the enterprise type proprietary funds by $110,422.

For the year ended April 30, 2011, revenues in the Water fund totaled $3,219,471 (an increase of
$301,330 from 2010), operating expenses totaled $3,038,877 (an increase of $119,655 from 2010)
producing operating income of $180,594 (an increase of $181,675 from 2010). Non-operating
revenues, expenses and transfers netted a decrease of $289,703, leaving a loss of $109,109 in the Net
Assets of the Water fund. The City Council has implemented a series of water rate increases
beginning May 1, 2010.

For the year ended April 30, 2011, revenues in the Sewer fund totaled $3,721,273 (an increase of
$293,998 from 2010), operating expenses totaled $3,421,594 (a decrease of $159,664 from 2010)
producing operating income of $299,679 (an increase of $453,662 from 2010). Non-operating
revenues, expenses and transfers netted a decrease of $420,657, leaving a loss of $120,978 in the Net
Assets of the Sewer fund. The Sewer Fund is in a better position than the Water Fund because the
Sewer Fund has had series of increases over the last six years and will continue to have annual
increases for the next four years.

GENERAL FUND BUDGETARY HIGHLIGHTS

The Required Supplementary Information section contains the Schedule of Revenues, Expenditures,
and Changes in Fund Balance — Budget to Actual for the General Fund on pages 101 & 102. The
original 2011 General fund budget authorized expenditures and other financing uses of $14,987,487
funded by anticipated revenues and other financing sources of $15,006,687 leaving the amount of
revenues and other financing sources over expenditures and other financing uses of $19,200. The
actual amount of expenditures and other financing uses under revenues and other financing sources
was $997,767, a positive budget to actual variance of $978,567. The budget to actual figures from
the General Fund can be found on page 101 through 102.
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The major budget variances with regard to General Fund revenues are as follows. Taxes had a
positive variance of $143,526. This amount is entirely from the Utility Tax received from Ameren.
In the prior fiscal year the amount received dropped unexpectedly and this resulted in the amount
budgeted for FY 2011 being reduced. The actual amount received from Ameren rose back to the
levels received in FY 2009 and therefore a positive budget variance resulted. The largest variance in
General Fund revenues was from Intergovernmental revenue. Intergovernmental revenues exceeded
the budgeted amount by $756,449. The total variance is largely made up of variance of $136,701
from Personal Property Replacement Taxes, $210,326 from Income Tax, $59,986 from Use Tax, and
$335,335 from Sales Taxes. The variance in Income Taxes is the result of the State of Illinois
catching up on its fiscal responsibilities to Illinois” municipalities. The variances in Personal
Property Taxes, Use Tax and Sales Taxes are the result of the improving economy and the
conservative estimates used to formulate the budget. General Fund Expenditures had on overall
negative variance of $833,238. After an allocation of the capital outlay and debt associated items
back to their respective departments, the total variance is made up of a negative variance in General
Government of $282,062, which is mainly due to higher health insurance costs and costs incurred
due to the negotiation of the union contracts; a negative variance in Public Safety of $292,162,
which is due in large part to the improvements made to the Police Department building and
personnel costs in the Police and Fire Departments, a negative variance in Public Works of
$166,279, in excess of $119,000 of this variance is due to the payment of the early retirement
incentive offered to the employees covered by the Illinois Municipal Retirement Fund and the
remainder is due to the unbudgeted purchase of a used bucket truck. Other financing uses had a
positive variance of $875,659. This variance is comprised of $677,671 from the issuance of long-
term debt for the ERI and Energy Savings project; $67,523 from Transfers in which includes
amounts transferred from other funds for the engineering work performed by the engineering
department; $77,977 from Transfers out being lower due to the non-home rule sales tax being lower
than budgeted; and the $52,488 from the sale of assets for which nothing was budgeted.

BROADWAY EAST BUSINESS DISTRICT FUND BUDGETARY HIGHLIGHTS

The Broadway East Business District Fund budget to actual variance for the year ended April 30,
2011 was a negative $2,824,135. The reason for this large variance is the grant from the business
district to Cross County Mall under the redevelopment agreement for the improvements to the Cross
County Mall. The City neglected to budget this amount for the fiscal year ended April 30, 2011.

The Schedules of Revenues, Expenditures, and Changes in Fund Balance — Budget to Actual for

each of the Non-major Governmental Funds can be found in the Combining and Individual Fund
Statements and Schedules, beginning on page 110.
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CAPITAL ASSETS AND DEBT
Capital Assets

In accordance with the implementation requirements of GASB No. 34, the City has recorded
historical costs and depreciation expense associated with all of its capital assets. In accordance with
the implementation requirements of GASB No. 34, the historical costs and depreciation expenses
associated with all City infrastructure is reported in the financial statements for the period ending on
April 30, 2011. As summarized in the table below, the City’s reported investment in capital assets
for governmental and business-type activities as of April 30,2011 totaled $147.7 million. Forty-six
percent (46%) of this total cost was related to the business-type activities, with the City’s sewer
collection and treatment system and water distribution system comprising the most significant
component. The governmental activities comprised approximately fifty-four percent (54%) of the
total, with the most significant portion being the infrastructure (roads, bridges and sidewalks) of the
City.

Total accumulated depreciation was calculated to be over $82 million, or approximately fifty-six
percent (56%) of the historical asset cost. Net of accumulated depreciation, the City’s investment in
capital assets is $65.6 million.

City of Mattoon, Illinois
Capital Assets, Net of Accumulated Depreciation

April 30,2011
Governmental Business-type
Classification Activities Activities Total
Land $ 3,360,687 $ 587,155 $ 3,947,842
$ 12,903,657

Buildings and Improvements $ 6,526,504 $ 19,430,161
Equipment, furniture and vehicles $ 5,828,253 + $ 3,188,647 $ 9,016,900

$ 745,448
Improvements other than buildings $ 213,861 $ 959,309
Infrastructure $ 59,230,603 $ - $ 59,230,603

Treat. collect. and distrib. systems

hY -

$ 50,826,329

$ 50,826,329

Construction in Progress $ 3,536,149 $ 736,968 $ 4,273,117
Subtotal $ 79,227,644 $ 68,456,617 $147,684,261

Less Accumulated Depreciation $(53,536,564) $ (28,487,921) $ (82,024,485)
Total $ 25,691,080 $ 39,968,696 $ 65,659,776

-14 -



Long-Term Liabilities

On April 30, 2011, the City of Mattoon had $35,498,436 of long-term liabilities outstanding (an
increase of $1,146,052 from April 30, 2010), as summarized in the following table:

City of Mattoon, Illinois
General Obligation Bonds, Notes Outstanding and Other Long-Term Liabilities
April 30,2011
Governmental Business-type

Classification Activities Activities Total
General Obligation Bonds $ 12,002,202 $ 5,174,117 $ 17,176,319
Notes Payable $ 1,525,202 $ 11,926,111 $ 13,451,313
Capital Leases $ 553,555 $ 13,158 $ 566.713
Compensated Absences $ 848,764 $ 159,256 $ 1,008,020
Post-Employment Healthcare $ 2,628,727 $ 667,344 $ 3,296,071
Total $ 17,558,450 $ 17,939,986 $ 35,498,436

During the year ended April 30, 2011 the City issued $2,000,000 in new debt. This new debt was
used to fund the early retirement incentive offered to employees who participate in the Illinois
Municipal Retirement Fund and to fund improvements related to the energy savings grant. The
existing liabilities decreased by $2,357,133 over April 30, 2010 and the Post-Employment
Healthcare Benefits liabilities increased $880,290 during this fiscal year. Detailed information
regarding specific debt can be found in notes 11, 12, 13, 14, and 15 beginning on page 67.

REQUESTS FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, customers and creditors with a
general overview of the City’s finances and to show the City’s accountability for the money it
receives. The City of Mattoon provides the Financial Statements on our web page
(www.mattoonillinois.org). If anyone has any questions about this report or needs additional
financial information about the City of Mattoon, please contact the Finance Department at 208 North
19" Street, Mattoon, Illinois, 61938. Finance Department staff can also be reached at (217) 235-
5483.
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CITY OF MATTOON, ILLINOIS

STATEMENT OF NET ASSETS

ASSETS:
Cash and cash equivalents
Certificates of deposit
Investments, at fair value
Receivables
Internal balances
Due from primary government
Due from component units
Prepaid items
Long-term receivables
Restricted assets:
Cash and cash equivalents
Certificates of deposit
Investments, at fair value
Deferred bond issue expense
Cemetery development
Capital assets (net of accumulated
depreciation):
Land
Buildings and
building improvements
Improvements other than
buildings
Treatment, collection and
distribution systems
Infrastructure
Equipment, furniture and vehicles
Construction in progress

Total assets

The accompanying notes are an integral part of these financial statements

April 30, 2011
Component
Primary Government Unit

Mattoon

Governmental  Business-type Public

Activities Activities Total Library
§ 10,304,495 $ 1,678350 § 11,982,845 § 25,011
- 790,696 790,696 -
108 19 127 6,646
8,731,380 385,904 9,117,284 27,939
21,012 (21,012) - -
- - - 3,284
1,200 - 1,200 -
147,897 6,250 154,147 -
628,682 - 628,682 --
375,862 120,721 496,583 -
8,456 e 8,456 --
- - - 25,000
247,126 117,251 364,377 -
60,652 - 60,652 -
3,360,687 587,155 3,947,842 -
4,151,467 8,488,265 12,639,732 1,914,656
708,175 85,131 793,306 -~
- 28,688,632 28,688,632 -
13,354,107 - 13,354,107 --
580,495 1,382,545 1,963,040 5,301
3,536,149 736,968 4,273,117 -
$ 46,217,950 § 43,046,875 $ 89,264,825 $ 2,007,837
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CITY OF MATTOON, ILLINOIS

STATEMENT OF NET ASSETS

(CONTINUED)
April 30,2011
; Component
Primary Government Unit
Mattoon
Governmental  Business-type Pubdic
Activities Activities Total Library
LIABILITIES: '
Accounts payable $ 329,606 § 68,481 § 398,087 § 1,556
Cash overdraft 22,253 - 22,253 -
Payroll liabilities payable 222,504 76,311 298,815 188
Other accrued expenses 240,168 175,400 415,568 1,307
Due to primary government - - - 1,200
Due to component units 3,284 - 3,284 -
Deferred revenue 4,186,824 - 4,186,824 -
Short-term note payable 1,614,047 - 1,614,047 --
Liabilities payable from restricted
assets:

Other payables 3,516 120,721 124,237 -
Advances from component units 267,107 - 267,107 -
Non-current liabilities:

Due within one year 1,159,806 1,866,338 3,026,144 15,910

Due in more than one year 16,398,644 16,073,648 32,472,292 141,293

Total liabilities 24,447,759 18,380,899 42,828,658 161,454
NET ASSETS:
Invested in capital assets, net of
related debt 21,900,813 23,966,707 45,867,520 1,840,819
Restricted for: .

Public safety 136,588 - 136,588 -

Highways and streets 1,362,979 - 1,362,979 -

Culture and recreation 129,568 -~ 129,568 -

Economic development 370,662 - 370,662 -

Cemetery maintenance 243,728 - 243,728 -

Permanent endowment:

Nonexpendable - - - 25,000
Unrestricted (2,374,147) 699,269 (1,674,878) {19,436)
Total net assets $ 21,770,191 $ 24,665,976 $ 46,436,167 $ 1,846,383

The accompanying notes are an integral part of these financial statements
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FUNCTIONS/PROGRAMS:
Primary government:
Governmental activities:
. General government
Public safety
Public works
Health and welfare
Culture and recreation
Economic development
Interest on long-term debt

Total governmental activities
Business-type activities:
Water
Sewer
Total business-type activities
Total primary government

Component Unit
Mattoon Public Library

CITY OF MATTOON, ILLINOIS

STATEMENT OF ACTIVITIES
For the year ended April 30,2011

Program Revenues Net (Expense) Revenue and Changes in Net Assets
Component
Primary Gover t Unit
Operating Capital Grants
Charges for Grants and and Governmental Business-type Mattoon Public
Expenges Services Contributi Contrib Activities Activities Total Library
$ 1973729 3 209,702 $ - 3 - $  (1,764,027) $ - $ (1,764,027
9,937,597 301,301 158,369 34,001 (9,443,926) - (9,443,926)
3,197,986 81,687 31,404 263,929 (2,820,966) - (2,820,966)
228228 104,860 - - (123,368) - {123,368)
1,693,541 322,695 - - (1,370,846) - (1,370,846)
3,596,844 - 4,139 - (3,592,705) - (3,592,705)
652,055 - - = (652.055) - (652,055)
21,279,980 1,020,245 193,912 297,930 (19,767.893) - (19,767,893)
3,304,576 3,219,471 - 4,943 - (80,162) (80,162)
3,727,496 3,721,273 - 3,763 - (2,460) (2,460)
7,032,072 6,940,744 - 8,706 - (82,622) (82,622)
$ 28312052 $ 7,960,989 $ 193,912 $ 306,636 (19,767,893) (82,622) (19,850,515)
$ 611,467 $ 18,665 $ 33,830 $ 27,939 $ (531,033)
General revenues:
Property taxes 3,607,334 - 3,607,334 -
TIF property tax increment 274,149 - 274,149 -
Telecommunication taxes 888,673 - 888,673 -
Utility taxes 1,303,379 - 1,303,379 -
Business district taxes 368,212 - 368,212 -
Other taxes 729,288 -~ 729,288 -
Payments from primary government - - - 467,757
Sales taxes 5,812,026 - 5,812,026 -
Income and yse taxes 1,676,471 - 1676471 -
Other intergovernmental revenues 1,123,213 - 1,123.213 -
Investment income 43,756 40,180 83,936 3,999
Miscellaneous income 346,964 - 346964 1,474
Gain (loss) on sale of capital assets 15,003 (50,122) (35,119 -
Transfers 137.523 (137,523) - -
Total general revenues and transfers 16,325991 (147,465 16,178,526 479,230
Change in net assets ' (3,441,902) (230,087) (3.671,989) (51,803)
Net assets, beginning of year, r d 25,212,093 24,896,063 50,108,156 1,898 186
Net assets, end of year $ 21,770,191 § 24665976 § 46,436,167 3 1,846,383

The accompanying notes are an integral part of these financial statements
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CITY OF MATTOON, ILLINOIS

BALANCE SHEET
GOVERNMENTAL FUNDS
April 30, 2011
Capital Broadway Other
General Projects East Business Governmental
Fund Fund District Fund Funds Totals
ASSETS:
Cash and cash equivalents $ 1,391,273 § 5,521,355 § 885674 § 2,271,292 § 10,069,594
Investments, at fair value 108 — - - 108
Receivables 8,039,494 101,686 75,829 492,136 8,709,145
Due from other funds 71,945 117,418 - 48,919 238,282
Due from component units 1,200 - - - 1,200
Prepaid items - - - 19,075 19,075
Long-term receivables - - - 628,682 628,682
Advances to other fund - - - 5,155 5,155
Cemetery development 60,652 - - - 60,652
Restricted assets:
Cash and cash equivalents 371,860 - - - 371,860
Certificates of deposit 8,456 - - - 8456
Total assets $ 9944988 § 5,740,459 § 961,503 § 3,465,259 § 20,112,209
LIABILITIES AND FUND BALANCES:
Liabilities:
Accounts payable $ 103,143 § 194 § - $ 58,564 § 161,901
Cash overdraft - - - 22,212 22,212
Payroll liabilities payable 220,289 - - 2,215 222,504
Due to other funds 373,116 - - 72,634 445,750
Deferred revenue 4,922,596 101,686 23,344 310,913 5,358,539
Short-term note payable 1,614,047 - - - 1,614,047
Advances from other funds 5,155 - - - 5,155
Advances from component units 267,107 -- - - 267,107
Total Habilities 7,505,453 101,880 23,344 466,538 8,097,215
Fund balances:
Reserved for:
Prepaid items - - ' - 19,075 19,075
Advances - - - 5,155 5,155
Long-term receivables -- - - 628,682 628,682
Cemetery development 60,652 - - - 60,652
Unreserved, reported in;
General fund 2,378,883 g - - 2,378,883
Special revenue funds:
Undesignated - - 938,159 2,345,809 3,283,968
Capital projects fund .- 5,638,579 - - 5,638,579
Total fund balances 2,439,535 5,638,579 938,159 2,998,721 12,014,994

Total liabilities and fund balances  § 9,944,988 § 5,740,459 § 961,503 § 3,465,259 $ 20,112,209

The accompanying notes are an integral part of these financial statements
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CITY OF MATTOON, ILLINOIS

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES TO NET
ASSETS OF GOVERNMENTAL ACTIVITIES
April 30,2011

Total fund balances, governmental funds , $ 12,014,994

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

Capital assets used in governmental activities are not
financial resources and, therefore, not reported
in the funds. 25,691,080

Other long-term assets are not available to pay for
current-period expenditures and, therefore, are
deferred in the funds. 1,171,715

Internal service funds are used by management to charge the
costs of certain activities, such as insurance, to individual funds.
The assets and liabilities of the internal service funds are
included in governmental activities in the statement of net assets. 443,894

Long-term liabilities, including bonds payable, are not due
and payable in the current period and, therefore, are

not reported in the funds. (17,551,492)
Net assets of governmental activities $ 21,770,191

The accompanying notes are an integral part of these financial statements

-20 -



CITY OF MATTOON, ILLINOIS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the year ended April 30, 2011

Broadway Other
Capital East Business Governmental
General Fund  Projects Fund  District Fund Funds Totals
Revenues:
Taxes $ 6,250,361 § - 3 334,588 § 597,187 § 7,182,136
Licenses and permits 180,578 - - - 180,578
Intergovernmental revenues 8,385,822 435,678 - 559,956 0,381,456
Charges for services 720,514 - - - 720,514
Fines and forfeitures 111,233 - - - 111,233
Investment income 8,453 8,137 4,032 23,134 43,756
Contributions and miscellaneous
revenues 215,872 10,565 - 120,527 346,964
Total revenues 15,872,833 454,380 338,620 1,300,804 17,966,637
Expenditures:
Current:
General government 1,835,218 1,529 - - 1,836,747
Public safety 9,087,278 - - - 9,087,278
Public works 1,576,183 92,720 - 568,499 2,237,402
Health and welfare 206,060 - - - 206,060
Culture and recreation 1,185,428 896 -- 407,031 1,593,355
Economic development 114,536 5,105 - 2,820,327 656,876 3,596,844
Capital outlay 371,170 1,296,572 -~ 1,667,742
Debt service:
Principal 554,921 40,000 - 52,807 647,728
Interest and fiscal charges 189,931 353,526 323,237 13,130 879,824
Total expenditures $ 15,120,725 § 1,790,348 $ 3,143,564 § 1,698,343 § 21,752,980

The accompanying notes are an integral part of these financial statements
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CITY OF MATTOON, ILLINOIS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
(CONTINUED)
GOVERNMENTAL FUNDS
For the year ended April 30, 2011

Broadway Other
Capital East Business Governmental
General Fund Projects Fund  District Fund Funds Totals
Excess (deficiency) of revenues
over (under) expenditures $§ 752,108 § (1,335968) § (2,804,944) §  (397,539) § (3,786,343)
Other financing sources (uses);
Transfers in 137,523 609,613 - 12,410 759,546
Transfers out (622,023} - - - (622,023)
Proceeds from sale of assets 52,488 - - - 52,488
Issuance of long-term debt 677,671 - - 750,000 1,427,671
Total other financing sources (uses) 245,659 609,613 - 762,410 1,617,682
Net change in fund balances 997,767 (726,355) (2,804,944} 364,871 (2,168,661}
Fund balances, beginning of year, restated 1,441,768 6,364,934 3,743,103 2,633,850 14,183,655
Fund balances, end of year $ 2439535 § 5638579 $ 938,159 § 2,998,721 § 12,014,994

The accompanying notes are an integral part of these financial statements
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CITY OF MATTOON, ILLINOIS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES
For the year ended April 30, 2011

Net changes in fund balances, governmental funds $ (2,168,661)

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

Governmental funds report capital outlays as expenditures. In the
statement of activities, the cost of those assets is allocated over their
estimated useful lives as depreciation expense. This is the amount by
which capital outlay exceeded depreciation in the current period. 316,384

The net effect of various miscellaneous transactions involving capital
assets (i.e. sales and donations) is to increase net assets. (37,485)

Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the funds and
some amounts reported as revenues in the funds were reported as
revenues on the statement of activities in the prior year. This is the
net effect of these differences in revenue recognition. (281,085)

The issuance of long-term debt (e.g. bonds, leases) provides current
financial resources to governmental funds, while the repayment of
the principal of long-term debt consumes the current financial
" resources of governmental funds. Neither transaction, however,
has any effect on net assets. Also, governmental funds report the
effect of issuance costs, premiums, discounts, and similar items when
debt is first issued; whereas, these amounts are deferred and amortized
in the statement of activities. This amount is the net effect of these
differences in the treatment of long-term debt and related items. (779,943)

Some expenses reported in the statement of activities do not require the
use of current financial resources and, therefore, are not reported as

expenditures in governmental funds. (491,112)
Changes in net assets of governmental activities $ (3,441,502)

The accompanying notes are an integral part of these financial statements
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CITY OF MATTOON, ILLINOIS

ASSETS:

Current assets:
Cash and cash equivalents
Certificates of deposit
Investments, at fair value
Receivables
Due from other funds
Prepaid items

Total current assets

Noncurrent assets:
Restricted assets:
Cash and cash equivalents
Deferred bond issue expense
Capital assets:
Land
Buildings and building
improvements
Improvements other than buildings
Treatment, collection and
distribution systems
Equipment, furniture and vehicles
Construction in progress
Less accumulated depreciation

Total noncurrent assets

Total assets

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
April 30,2011

Business-type Activities - Enterprise Funds

Governmental
Activities

Internal Service

Water Fund Sewer Fund Totals Funds
253,067 § 1,425,283 § 1,678,350 § 234,901
363,984 426,712 790,696 -

19 - 19 -

154,670 231,234 385,904 22,235
5318 8,301 13,619 242,124

-~ 6,250 6,250 128,822

777,058 2,097,780 2,874,838 628,082
120,721 - 120,721 4,002
78,605 38,646 117,251 -
378,724 208,431 587,155 -
12,059,614 844,043 12,903,657 -
202,859 11,002 213,861 -
12,386,885 38,439,444 50,826,329 -
1,666,843 1,521,804 3,188,647 --
457,877 279,091 736,968 -
(9,777,222) (18,710,699) (28,487,921) -~
17,574,906 22,631,762 40,206,668 4,002
18,351,964 § 24,729,542 § 43,081,506 $ 632,084

The accompanying notes are an integral part of these financial statements
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CITY OF MATTOON, ILLINOIS

STATEMENT OF NET ASSETS
(CONTINUED)
PROPRIETARY FUNDS
April 30,2011

Business-type Activities - Enterprise Funds

Governmental
Activities

Internal Service

Water Fund Sewer Fund Totals Funds
LIABILITIES:
Current liabilities:
Accounts payable $ 44,481 § 24,000 §$ 68,481 § 167,705
Cash overdrafi - - - 41
Payroll liabilities payable 32,311 44,000 76,311 -
Accrued interest 94,400 81,000 175,400 -
Due to other funds 16,386 18,245 34,631 13,644
Due to component units - - - 3,284
Compensated absences payable - current 20,670 11,181 31,851 -
General obligation bonds - current 515,000 315,000 830,000 -
Capital lease obligation - current 6,579 6,579 13,158 -
Notes payable - current 474,473 516,856 991,329 -
Payable from restricted assets:
Other payables 120,721 -~ 120,721 3,516
Total current liabilities 1,325,021 1,016,861 2,341,882 188,190
Noncurrent liabilities:
Long-term debt payable:
General obligation bonds payable
(net of unamortized discounts
and premiums and deferred
amount on refunding) 2,192,100 2,152,017 4,344,117 -
Notes payable 4,320,368 6,614,414 10,934,782 -
Compensated absences payable 82,681 44,724 127,405 --
Post-employment healthcare benefits obligation 339,150 328,194 667,344 -
Total noncurrent liabilities 6,934,299 9,139,349 16,073,648 --
Total liabilities 8,259,320 10,156,210 18,415,530 188,190
NET ASSETS:
Invested in capital assets, net
of related debt 10,503,048 13,463,659 23,966,707 -
Unrestricted (410,404) 1,109,673 699,269 443,894
Total net assets $ 10,092,644 § 14,573,332 § 24665976 § 443,894

The accompanying notes are an integral part of these financial statements
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CITY OF MATTOON, ILLINOIS

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
For the year ended April 30,2011

Governmental
Business-type Activities - Enterprise Funds Activities
Internal
Water Fund Sewer Fund Totals Service Funds
Operating revenues:
Charges for services $ 3219471 $ 3721273 $ 6,940,744 § -
Fund charges and employee
contributions - - - 3,365,992
Insurance reimbursements -~ - - 34,299
Miscellaneous operating revenues -- - -- 125,465
Total operating revenue 3,219471 3,721,273 6,940,744 3,525,756
Operating expenses:

Reservoirs and sources of supply 42,354 - 42,354 -
Water treatment plant 1,152,351 -- 1,152,351 -
Water distribution 475,342 - 475,342 -
Sewer collection system - 521,299 521,299 -
Sewer lift stations - 51,408 51,408 -
Wastewater treatment plant - 1,070,051 1,070,051 -
Accounting and collection 263,384 262,146 525,530 -
Administrative and general 475,653 470,900 946,553 142,378
Insurance - - - 977,525
Health claims and uninsured judgments - -- - 2,405,885
Depreciation 629,793 1,045,790 1,675,583 -
Total operating expenses 3,038,877 3,421,594 6,460,471 3,525,788

Operating income (loss) $ 180,594 § 299,679 § 480273 § (32)

The accompanying notes are an integral part of these financial statements
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CITY OF MATTOON, ILLINOIS

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
(CONTINUED)
PROPRIETARY FUNDS
For the year ended April 30,2011

Governmental
Business-type Activities - Enterprise Funds Activities
Internal Service
Water Fund Sewer Fund Totals Funds
Non-operating revenues
(expenses):
Investment income § 27,745 % 12,435 % 40,180 § 32
Capital grant revenue 4,943 3,763 8,706 -
Interest expense (251,999 {299,767) (551,766) -
Loss on sale of
capital assets {8,988) (41,134) {50,122) -
Bond issuance costs (13,700} {6,135) (19,835) -
Total non-operating
revenues (expenses) {241,999) (330,838) (572,837) 32
Income (loss) before transfers (61,405) (31,159) (92,564) -
Transfers out (47,704) {89,819) (137,523) ==
Change in net assets (109,109) (120,978) (230,087) -
Net assets, beginning of year, restated 10,201,753 14,694,31G 24,896,063 443,894
Net assets, end of year $ 10,092,644 $ 14573332 § 24665976 $ 443,894

The accompanying notes are an integral part of these financial statements
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CITY OF MATTOON, ILLINOIS

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the year ended April 30, 2011

CASH FLOWS FROM OPERATING
ACTIVITIES:
Receipts from customers and
users
Receipts from interfund services
provided
Receipts from component units
Receipts from empldyees and
retirees
Payments to employees
Payments to suppliers
Payments to claimants
Payments for interfund services used
Other receipts

Net cash provided by
operating activities

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES:
Transfers out

Net cash used for
noncapital financing activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES:
Purchases of capital assets
Proceeds from capital grants
Proceeds from issuance of debt
Principal payments on debt
Interest and fiscal charges
Proceeds from sale of assets

Net cash used for capital and
related financing activities

Governmental

Business-type Activities - Enterprise Funds

Activities

Internal Service

Water Fund Sewer Fund Totals Funds
$ 3,215534 § 3,695,999 § 6,511,533 § --
- - - 2,878,928
- - - 40,037
- - - 508,483
(787,263) (812,849) {1,600,112) -
(1,546,837) (1,436,453) (2,983,290) (1,051,165)
- - - (2,427,589)
{280,600 (336,461) (617,061) -
- - - 237,384
600,834 1,110,236 1,711,070 186,078
(47,704) (89,819) (137,523) --
(47,704) (89,819) (137,523) --
(638,868} {462,681) (1,101,549) -
4,301 - 4,301 -
659,296 522,645 1,181,941 “-
{900,088) (768,967) (1,669,055) -
(236,906) (293,513) (530,419) -
24,152 - 24,152 -
$ (1,088,113) § (1,002,516) $ (2,090,629) § -

The accompanying notes are an integral part of these financial statements
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CITY OF MATTOON, ILLINOIS

STATEMENT OF CASH FLOWS
(CONTINUED)
PROPRIETARY FUNDS
For the year ended April 30, 2011

Governmental
Business-type Activities - Enterprise Funds Activities
Internal Service
Water Fund Sewer Fund Totals Funds
CASH FLOWS FROM INVESTING
ACTIVITIES:
Investment income received (net of
expense) $ 23011 § 6,509 $§ 29,520 $ 32
Proceeds from the sale of investments 359,689 - 359,689 -
Net cash provided by investing
activities 382,700 6,509 389,209 32
Net increase (decrease) in cash ' (152,283) 24,410 {127,873) 186,110
Cash, restricted and unrestricted,
beginning of year, restated 526,071 1,400,873 1,926,944 52,752
Cash, restricted and unrestricted,
end of year $ 373,788 § 1,425283 § 1,799,071 § 238,862
PER STATEMENT OF NET ASSETS - PROPRIETARY FUNDS
ASSETS:
Current assets:
Cash and cash equivalents $ 253,067 % 1,425,283 §% 1,678,350 % 234,901
Noncurrent assets:
Restricted assets:
Cash and cash equivalents 120,721 - 120,721 4002
LIABILITIES:
Current liabilities:
Cash overdraft -- -~ -~ (41)
238,862

$ 373,788 8 1,425,283 § 1,799,071 §

The accompanying notes are an integral part of these financial statements
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CITY OF MATTOON, ILLINOIS

STATEMENT OF CASH FLOWS
(CONTINUED)
PROPRIETARY FUNDS
For the year ended April 30,2011
Governmental
Business-type Activities - Enterprise Funds Activities
Internal
Water Fund Sewer Fund Totals Service Funds
Reconciliation of operating income to
net cash provided by operating
activities:
Operating income (loss) $ 180,594 § 299,679 $ 480,273 § (32)
Adjustments to reconcile operating
income to net cash provided by
(used for) operating activities:
Depreciation 629,793 1,045,790 1,675,583 --
(Increase) decrease in
receivables {6,458) (25,274) (31,732) 100,046
(Increase) decrease in due
from other funds (5,318) (8,301) (13,619) 47,132
{Increase) decrease in due
from component units - = - 521
(Increase) decrease in prepaid ;
items -- -- - (43,816)
Increase (decrease) in accounts
payable 5,346 (68,753) (63,407) 64,908
Increase (decrease) in payroll
liabilities payable 3,962 (3,132) 830 --
Increase (decrease) in early
retirement incentive payable {236,441) {203,384) {439,825} -
Increase (decrease) in due to
other funds (322) (782) (1,104) 13,644
Increase (decrease) in due to
component units - - - 159
Increase {decrease) in
compensated absences
payable (56,8806) (16,256) (73,142) -
Increase (decrease) in meter
deposits payable 2,521 - 2,521 -
Increase (decrease) in other
post-employment benefits
payable 84,043 90,649 174,692 =
Increase (decrease) in other
payables - - - 3,516
Net cash provided by operating
activities 3 600,834 $ 1,110,236 § 1,711,070 § 186,078

The accompanying notes are an integral part of these financial statements
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CITY OF MATTOON, ILLINOIS

STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY COMPONENT UNITS

April 30, 2011
Pension
Component
Units
ASSETS:
Cash $ 2,581,046
Interest receivable 135,387
Purchased interest 2,268
Due from primary government 267,107
Investments, at fair value:
U.S. government obligations 11,851,576
Insurance contracts 14,752,501
Certificates of deposit 177,434
Total investments 26,781,511
Total assets 29,767,319
LIABILITIES:
Pensions payable 297,523
NET ASSETS:
Held in trust for pension benefits
(a schedule of funding progress is presented
on pages 98-99) $ 29,469,796

The accompanying notes are an integral part of these financial statements
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CITY OF MATTOON, ILLINOIS

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

FIDUCIARY COMPONENT UNITS
For the year ended April 30,2011

Additions:
Contributions:
Employer

Plan members

Total contributions

Investment income:
Interest income
Net increase in fair value of investments

Net investment income

Total additions

Deductions:
Benefits and refunds of contributions
Miscellaneous

Total deductions

Change in net assets
Net assets held in trust, beginning of year

Net assets held in trust, end of year

Pension
Component
Units

$ 2,518,016
377,123

2,895,139

579,834
1,128,418

1,708,252

4,603,391

3,508,023
25,274

3,533,297

1,070,094
28,399,702

$ 29469796

The accompanying notes are an integral part of these financial statements
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1.

CITY OF MATTOON, ILLINOIS

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The City of Mattoon, I1linois, operates under an elected Commission form of government.
The City’s major operations include public safety, public works, recreation and parks, and
general administrative services. In addition, the City owns and operates two major
enterprise activities, a water plant and local sewer system.

As required by generally accepted accounting principles, these financial statements present
the government and its component units, entities for which the government is considered to
be financially accountable. Inaccordance with Governmental Accounting Standards Board
Statements No. 14 and 39, financial accountability was determined on the basis of
authoritative appointments of a voting majority of the potential component unit’s board,
imposition of its will on the potential component unit, the existence of a financial benefit
or burden, fiscal dependency, and the designation of management. Entities may also be
part of the financial reporting entity if their inclusion is necessary to prevent the financial
statements from being misleading or incomplete or if the entities are closely related to or
financially integrated with the primary government. Blended component units, although
legally separate entities, are, in substance, part of the government’s operations, so data
from these units would be combined with data of the City. Each discretely presented
component unit is usually reported in a separate column in the government-wide financial
statements to emphasize that it is legally separate from the government. However,
discretely presented component units that are fiduciary in nature are reported separately in
statements relating to fiduciary net assets. Separate financial statements are not issued for
the individual component units listed below.

Blended component unit — The Mattoon Foreign Fire Insurance Tax Account is governed
by the 2% Foreign Fire Board. The Mattoon Foreign Fire Insurance Account is treated asa -
blended component unit because its sole purpose is to account for monies received from
the Illinois Municipal League to the City’s firefighters to purchase equipment and supplies.
The entity is reported as part of the General Fund. ‘

Discretely presented component units — The Mattoon Public Library (Library) serves all
of the citizens of the city and is governed by a board appointed by the City Council. The
City is liable for general obligation bonds issued for construction and improvements of the
Library. The Library is reported as a governmental fund type component unit. The
Mattoon Police Pension Fund and the Mattoon Firefighters Pension Fund are responsible
for funding pensions for their respective members. Because their sole purpose is to
provide pension funding for the City’s police officers and firefighters, the Mattoon Police
Pension Fund and the Mattoon Firefighters Pension Fund are treated as discretely
presented component units. Since they are fiduciary in nature, these component units are
presented in fiduciary net asset statements.
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CITY OF MATTOON, ILLINOIS

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Government-wide and Fund Financial Statements

The government-wide financial statements (the statement of net assets and the statement of
activities) report information on all of the nonfiduciary activities of the primary
government and its component units. For the most part, the effect of interfund activity has
been removed from these statements. However, transactions among City funds that would
be treated as revenues and expenditures or expenses if they involved organizations external
to City government are accounted for as revenues and expenditures or expenses in the
funds involved. Therefore, charges between the City’s water and sewer function and
various other functions of the government are included since elimination of these charges
would distort the direct costs and program revenues reported for the various functions
concerned. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which
rely to a significant extent on fees and charges for support. Likewise, the primary
government is reported separately from certain legally separate component units for which
the primary government is financially accountable.

The statement of net assets includes all of the government's assets and liabilities, including
capital assets. The statement of activities demonstrates the degree to which the direct
expenses of a given function or segment are offset by program revenues. Direct expenses
are those that are clearly identifiable with a specific function or segment. Program
revenues include 1) charges to customers or applicants who purchase, use, or directly
benefit from goods, services, or privileges provided by a given function or segment and
2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly
included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and
fiduciary funds, even though the latter are excluded from the government-wide financial
statements. Major individual governmental funds and major individual enterprise funds
are reported as separate columns in the fund financial statements. Nonmajor funds are
aggregated and presented in a single column.
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CITY OF MATTOON, ILLINOIS

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Financial Statement Presentation

The accounts of the City 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, liabilities, fund balance/net assets,
revenues, and expenditures or expenses, as appropriate. Government 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 various
funds are reported as follows:

Governmental Funds

The City of Mattoon reports the following major governmental funds:

General Fund - The General Fund is the general operating fund of the City. Itisused
to account for all financial resources except those required to be accounted for in
another fund.

Capital Projects Fund — This fund is used to account for financial resources to be
used for the acquisition or construction of major capital facilities (other than those
financed by proprietary funds and trust funds).

Broadway East Business District Fund — This Special Revenue Fund is used to
account for the revenues and expenditures for implementation of the Broadway East
Business District Plan and Project, including all sales and hotel/motel tax revenues
received from the State of Illinois and City of Mattoon allocable to the operation of the
Broadway East Business District Fund as required by the Business District
Development and Redevelopment Act (65 ILCS 5/1-74.3-1 et. seq.).

The City of Mattoon reports the following nonmajor governmental funds:
Special Revenue Funds — Special Revenue Funds are used to account for the proceeds
of specific revenue sources (other than special assessments, expendable trusts, or major

capital projects) that are legally restricted to expenditures for specific purposes.
Included among these funds are:
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CITY OF MATTOON, ILLINOIS

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Financial Statement Presentation (Continued)

Governmental funds (Continued)

Special Revenue Funds (Continued)

Motor Fuel Tax Fund - This fund is used to account for the revenue and
expenditures related to projects financed by the motor fuel tax funds collected and
distributed by the State of Illinois.

Hotel and Motel Tax Fund — This fund is used to account for the collection of a
5% room occupancy tax.

Festival Management Fund — This fund is used to account for the activities for
the 4™ of J uly Fireworks, Lightworks Festival, Water Sports Festival, Fall Festival,
and Bagelfest.

Home Rehabilitation Grant Fund — This fund is used to account for housing
grants and related expenditures.

Revolving Loan Fund — This fund is used to account for loans provided to
businesses to promote economic development.

Midtown TIF District Fund - This fund is used to account for revenues and
expenditures for implementation of the Mattoon Midtown Redevelopment Plan and
Project, including all property tax increment revenues received from Coles County
allocable to the operation of the Mattoon Midtown Tax Increment District as
required by the Tax Increment Allocation Redevelopment Act (65 ILCS 5/11 -
74.4-3 et seq.).

1-57 East TIF District Fund — This fund is used to account for revenues and
expenditures for implementation of the I-57 East Redevelopment Plan and Project,
including all property tax increment revenues received from Coles County
allocable to the operation of the I-57 East Tax Increment District as required by the
Tax Increment Allocation Redevelopment Act (65 ILCS 5/11-74.4-3 et. seq.).
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CITY OF MATTOON, ILLINOIS

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Financial Statement Presentation (Continued)

Governmental Funds (Continued)

Special Revenue Funds (Continued)

South Rt 45 Business District Fund — This fund is used to account for revenues
and expenditures for implementation of the South Rt 45 Business District Plan,
including all sales tax and hotel/motel tax revenues received from the State of
lllinois and City of Mattoon allocable to the operation of the South Rt 45 Business
District Fund as required by the Business District Development and
Redevelopment Act (65 ILCS 5/1-74.3-1 et. seq.).

I-57 East Business District Fund — This fund is used to account for the revenues
and expenditures for implementation of the [-57 East Business District Plan and
Project, including all sales and hotel/motel tax revenues received from the State of
lllinois and City of Mattoon allocable to the operation of the I-57 East Business
District Fund as required by the Business District Development and
Redevelopment Act (65 ILCS 5/1-74.3-1 et. seq.).

Broadway East TIF District Fund — This fund is used to account for the revenue
and expenditures for implementation of the Broadway East Redevelopment Plan
and Project, including all property tax increment revenues received from Coles
County allocable to the operation of the Broadway East Tax Increment District as
required by the Tax Increment Allocation Redevelopment Act (65 ILCS 5/11-
74.4-3 et. seq.).

South Rt 45 TIF District Fund — This fund is used to account for the revenues
and expenditures for implementation of the South Rt. 45 Redevelopment Plan and
Project, including all property tax increment revenues received from Coles County
allocable to the operation of the South Rt. 45 Tax Increment District as required by
the Tax Increment Allocation Redevelopment Act (65 ILCS 5/11-74.4-3 et. seq.).
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CITY OF MATTOON, ILLINOIS

NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Financial Statement Presentation (Continued)

Proprietary Funds

The City of Mattoon reports the following major proprietary funds:

Enterprise Funds — Enterprise Funds are used to account for operations (a) that are
financed and operated in a manner similar to private business enterprises — where the
intent of the governing body is that the costs (expenses, including depreciation) of
providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges; or (b) where the governing body has decided
that periodic determination of revenues earned, expenses incurred, and/or net income is
appropriate for capital maintenance, public policy, management control, accountability,
or other purposes.

Water Fund — This fund is used to account for the activities of the government’s
water distribution system.

Sewer Fund — This fund is used to account for the activities of the government’s
sewage treatment plant, sewage pumping stations and collection systems.

The City of Mattoon reports the following nonmajor proprietary funds:
Internal Service Funds — Internal Service Funds are used to account for financing of
services provided by one department or agency to other departments or agencies of the

governmental unit, or other governmental units, on a cost-reimbursement basis.

Health Insurance Fund — This fund is used to account for employee and retiree
health insurance.

Insurance and Tort Judgment Fund — This fund is used to account for the
insurance premiums paid by the City.
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CITY OF MATTOON, ILLINOIS

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Financial Statement Presentation (Continued)

Other Fund Types

Fiduciary Funds - Fiduciary Funds are used to account for assets held by the City ina
custodial capacity or as an agent for individuals, private organizations, other
governments, and/or other funds. The City does not have any fiduciary funds, but it
does include the Mattoon Police Pension Fund and the Mattoon Firefighters Pension
Fund, both of which are fiduciary type discretely presented component units.

D. Measurement Focus and Basis of Accounting

The City’s records are generally maintained on the modified accrual basis of accounting.
The basis of accounting used in the preparation of the basic financial statements is
described in the following paragraphs.

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and
fiduciary fund financial statements. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Grants and
similar items are recognized as revenue as soon as all eligibility requirements imposed by
the provider have been met. In the government-wide financial statements and the fund
financial statements for the proprietary funds, the City has elected to not apply FASB
Statements and Interpretations issued after November 30, 1989.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized
when they become both measurable and available. Available means collectible within the
current period or soon enough thereafter to be used to pay liabilities of the current period.
The government considers revenues to be available if they are collectible within 60 days
after year-end. Expenditures generally are recorded when a liability is incurred, as under
accrual accounting. However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due.
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CITY OF MATTOON, ILLINOIS

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Measurement Focus and Basis of Accounting (Continued)

Revenues susceptible to accrual are recognized in the current fiscal period. Those
revenues include property taxes, franchise fees, interest, and various taxes collected by the
state or other party on behalf of the government. In general, other revenues, such as
charges for services and miscellaneous revenues, are considered to be measurable and
available only when cash is received. Deferred revenues arise when potential revenue does
not meet both the measurable and available criteria or when resources are received prior to -
the government having a legal claim to them. The revenues are subsequently recognized
when both recognition criteria are met or when the government has legal claim to the
resources.

Property taxes are levied no later than the last Tuesday of December. These taxes attach as
an enforceable lien on property as of January 1 of the calendar year that the levy ordinance
was enacted. The taxes are payable by property owners in two equal installments. The
first installment is due 30 days after the bills are mailed, while the second payment is due
around September 1. The Coles County Treasurer distributed the 2009 tax extension to the
City on May 26,2010, June 21, 2010, September 24, 2010, and November 19, 2010. The
City Council adopted the 2010 tax levy (receivable in calendar year 2011) on
December 21, 2010. For governmental fund financial statements, the 2010 property tax
levy is deferred since this amount is normally not collected within the time period to be
available (defined as within 60 days). The 2010 property tax levy is also deferred in the
government-wide statements, since the levy is intended to finance fiscal year 2012
expenditures. Property tax revenues recorded in these financial statements are from the
2009 and prior tax levies.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with a proprietary fund’s principal ongoing operations.
The principal operating revenues of the Water enterprise fund, the Sewer enterprise fund,
and the government’s internal service funds are charges to customers for sales and
services. Operating expenses for enterprise and internal service funds include the cost of
sales and services, administrative expenses, and depreciation on capital assets. All
revenues and expenses not meeting this definition are reported as nonoperating revenues
and expenses.
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CITY OF MATTOON, ILLINOIS

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Assets, Liabilities, and Net Assets or Equity

1.

Deposits and Investments

The City considers cash on hand, checking accounts, savings accounts, money market
funds, and investments held with an original maturity date of less than three months to
be cash and cash equivalents, The City maintains a cash pool for use by most funds.
Each fund’s portion of this pool is included in the financial statements as cash and cash
equivalents. Investments of the City, as well as its component units, are reported at fair
value. Securities traded on a national exchange are valued at the last reported sales
price at current exchange rates. Unrealized gains or losses from the appreciation or
depreciation in fair value of investments in the Firefighters Pension Fund and Police
Pension Fund are reported as “net increase (decrease) in fair value of investments.”

Statutes authorize the City and the Library to invest in obligations of the United States
of America and its agencies, direct obligations of any bank or savings and loan
association that is insured by the Federal Deposit Insurance Corporation, short term
obligations of corporations subject to certain qualifications, money market mutual
funds whose portfolios are limited to governmental securities and obligations, the
[llinois Funds Money Market Fund, and bonds of any county, township, city, village,
incorporated town, municipal corporation, or school district, subject to certain
qualifications.

Statutes authorize the Police and Firefighters Pension component units to invest in
obligations of the United States of America and its agencies, bonds of the State of
Illinois, bonds of any county, township or municipal corporation of the State of
Illinois, Illinois Funds Mon¢y Market Fund, money market mutual funds under the
Investment Company Act of 1940 subject to certain restrictions, general accounts of
life insurance companies authorized to transact business in Illinois, separate accounts
managed by life insurance companies subject to certain qualifications, and mutual
funds meeting certain requirements. Through an appointed investment adviser, the
Pension component units can also invest in common and preferred stocks, subject to
certain requirements. Furthermore, investments may be made in banks, savings and
loan associations, and credit unions covered by depository insurance.
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CITY OF MATTOON, ILLINOIS

NOTES TO FINANCIAL STATEMENTS

1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Assets, Liabilities, and Net Assets or Equity (Continued)

2. Receivables and Pavables

Activity between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as either “due to/from other
funds” for the current portion of interfund loans or “advances to/from other funds” for
the noncurrent portion of interfund loans. All other outstanding balances between
funds are reported as “due to/from other funds.” Any residual balances outstanding
between the governmental activities and business-type activities are reported in the
government-wide financial statements as “internal balances.” Advances between
funds, as reported in the fund financial statements, are offset by a fund balance reserve
account in applicable governmental funds to indicate that they are not expendable
available financial resources.

Accounts receivable have been adjusted for all known uncollectible accounts. No
allowance for uncollectibles is considered necessary at year-end.

3. Inventories and Prepaid Items

It has been the policy of the Water and Sewer Funds to charge all materials, chemicals,
repair parts, and supplies directly to expense at the time they are purchased. Therefore,
no inventory is included in these funds. Inventories of governmental funds are
considered immaterial at year-end.

Certain payments reflect costs applicable to future accounting periods and are recorded
as prepaid items in both government-wide and fund financial statements.

4. Capital Assets

Capital assets, which include property, plant, and equipment, are reported in the
applicable governmental or business-type activities columns in the government-wide
financial statements and in the proprietary fund financial statements. Land, buildings,
furniture, equipment, and vehicles are included at estimated historical cost on various
dates prior to December 7, 1971. Property purchased subsequent to that date is valued
at historical cost. Donated capital assets are valued at their estimated fair value on the
date donated.
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NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Assets, Liabilities, and Net Assets or Equity (Continued)

4. Capital Assets (Continued)

The City has adopted an ordinance establishing capitalization thresholds for different
classes of capital assets. The capitalization thresholds are as follows:

Property Threshold
Land $§ 5,000
Buildings and improvements  $ 50,000
Infrastructure $ 50,000
Equipment and vehicles $ 10,000
Software $ 10,000

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend the asset’s life are not capitalized. Major outlays for capital assets
and improvements are capitalized as projects are constructed. Interest incurred during
the construction phase of business-type activities is included as part of the capitalized
value of the assets constructed. During the year, no interest was capitalized.

Depreciation has been reported using the straight-line method over the estimated useful
lives of the respective assets. Land is not depreciated. The estimated useful lives for
each capital asset type are as follows:

Property Years

Buildings and building improvements 50
Improvements other than buildings 20
Infrastructure:

Sidewalks and bike paths 15

Streets, curbs and gutters 20

Traffic signals 25

Bridges and storm sewers 50
Radio-read water meter equipment 10
Equipment and vehicles 5
Software 2
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NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Assets, Liabilities, and Net Assets or Equity (Continued)

5. Compensated Absences Pavable

It is the City’s policy to permit employees to accumulate earned but unused vacation
and sick pay benefits to specified maximums. Upon separation from service,
employees are eligible to receive only a portion of accumulated time. Such amounts
are accrued when incurred in the government-wide and proprietary fund financial
statements. For governmental funds and the governmental component unit, the amount
of compensated absences payable from available resources is recorded only when due
for payment, such as when an employee retires or resigns.

6. Long-Term Obligations

In the government-wide financial statements and in the proprietary fund financial
statements, long-term debt and other long-term liabilities are reported as liabilities in
the applicable governmental or business-type activities columns or proprietary fund
statement of net assets. Bond premiums and discounts, as well as issuance costs, are
deferred and amortized over the life of the bonds using the straight line method, as the
differences between the straight line method and the effective interest method are
considered immaterial. Bonds payable are reported net of the applicable bond
premium or discount. Bond issuance costs are reported as deferred charges and
amortized over the term of the related debt.

In the fund financial statements, governmental funds recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount
of debt issued is reported as other financing sources. 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.
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1.  SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Assets, Liabilities, and Net Assets or Equity (Continued)

7. Fund Balances

In the governmental fund financial statements, funds report reservations of fund
balances that are legally segregated for a specific purpose by outside third parties or are
not appropriable for future expenditures. Designations of fund balance represent
tentative management plans that are subject to change.

8. Net Assets

In the government-wide and proprietary fund financial statements, net assets represent
the difference between assets and liabilities. Net assets are displayed in three
categories:

Invested in capital assets, net of related debt - Consists of capital assets, net of
accumulated depreciation, less outstanding principal of related debt.

Restricted net assets — Consists of net assets with constraints placed on their use
either by (1) external groups such as creditors, granters, contributors, or laws or
regulations of other governments; or (2) law through constitutional provisions or
enabling legislation.

Unrestricted net assets — All other net assets that do not meet the definition of
“restricted” or “invested in capital assets, net of related debt.”

The governmental activities column on the statement of net assets reports $2,243,525
of restricted net assets, of which $129,568 is restricted by enabling legislation.

The discretely presented component unit, the Mattoon Public Library, has permanently
restricted net assets with unrestricted investment earnings.

It is the City’s policy to first apply restricted resources when an expenditure or expense
is incurred for which both restricted and unrestricted resources are available.
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NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.

RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

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

The reconciliation of total governmental fund balances to net assets of governmental activities
includes a reconciliation between “total fund balances, governmental funds” and “net assets of
governmental activities.” One element of that reconciliation explains that “long-term
liabilities, including bonds payable, are not due and payable in the current period and,
therefore, are not reported in the funds.” The details of the reconciling amount are as follows:

Bonds Payable $ (11,960,000)

Less: Deferred charge on refunding (to be

amortized as interest expense) 46,541

Plus: Deferred issuance premium (to be amortized

as interest expense) (88,743)

Less: Deferred charge for issuance costs (to be

amortized over life of debt) 247,126
Accrued interest payable (240,168)
Capital leases payable (553,555)
Notes payable (1,525,202)
Compensated absences payable (848,764)
Post-employment healthcare benefits obligation (2,628,727)

Net adjustment to reduce "total fund ba