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INDEPENDENT AUDITOR’S REPORT

To the Board of Education

Butler Elementary School District No. 53
2801 York Road

Oak Brook, llinois 60523

We have audited the accompanying financial statements of the individual funds and account groups of
Butler Elementary School District No. 53 as of and for the year ended June 30, 2007, which collectively
comprise Butler Elementary School District No. 53's basic financial statements as listed in the table of
contents of this Annual Financial Report form. These financial statements are the responsibility of Butler
Elementary School District No. 53's management. Our responsibility is to express opinions on these
financial statements based on our audit.

Except as discussed in a following paragraph, we conducted our audit in accordance with auditing standards
generally accepted in the United States of America. Those standards require that we plan and perform the
audit to obtain reascnable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a fest basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
the 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.

As described more fully in Note 1, Butler Elementary School District No. 53 prepared these basic financial
statements using accounting practices prescribed or permitted by the Iilinois State Board of Education,
which practices differ from accounting principles generally accepted in the United States of America.
Certain financial statements, required supplementary information and related disclosures, that are
required presentations under accounting principles generally accepted in the United States of America,
are not presented. Also as described in Note 1, Butler Elementary School District No. 53 prepares its
financial statements on the modified cash basis of accounting, which is a comprehensive basis of
accounting other than accounting principles generally accepted in the United States of America.

In our opinion, because of the effects 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 Butler Elementary Schoot District No. 53
as of June 30, 2007, or changes in financial position for the year then ended.

Butler Elementary School District No. 53 does not maintain detailed records of the historical cost of its fixed
assets. Therefore, we were unable to obtain sufficient evidence to form an opinion on the general fixed
assets account group.

in our opinion, except for the effect of such adjustments, if any, as might have been disclosed with respect
to the general fixed asset account group had detailed records been available, the financial statements
referred to above present fairly, in all material respects, the assets and iiabilities arising from cash
transactions of the individual funds and account groups of Butler Elementary School District No. 53 as of
June 30, 2007 and the revenues received and expenditures disbursed of its individual funds for the year
then ended on the basis described in Note 1.
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Butler Elementary School District No. 53's basic financial statements. The accompanying
supplementary schedules and statistical section, listed in the table of contents of this Annual Financial Report
form, are presented for purposes of additional analysis and are not a required part of the basic financial
statements. The information has been subjected to the auditing procedures applied in our audit of the basic
financial statements referred to above and, in our opinion, is fairly stated in all material respects in relation to
the basic financial statements faken as a whole.
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BUTLER ELEMENTARY SCHOOL DISTRICT NO. 63
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Butler Elementary School District No. 53 (the “District”) operates as a public school system governed by a
seven-member board. The District is organized under the School Code of the State of Illinois, as amended.
The accounting policies of 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
accepted in the United States of America, as applicable to local governmental units of this type. The
following is a summary of the more significant accounting policies of the District:

Reporting Entity

Accounting principles generally accepted in the United States of America require that the financial
statements of the reporting entity include: (1) the primary government, (2) organizations for which the
primary government is financially accountable, and (3) other organizations for which the nature and
significance of their relationship with the primary government are such that exclusion would cause the
reporting entity’s financial statements to be misleading or incomplete. The criteria provided in Government
Accounting Standards Board Statement No. 14 have been considered and there are no agencies or entities
which should be presented with the District. Using the same criteria, the District is not included as a
component unit of any other governmental entity.

A legally separate, tax exempt organization should be reported as a component unit of a reporting entity if
all of the following criteria are met: (1) the economic resources received or held by the separate organization
are entirely or almost entirely for the direct benefit of the primary government, its component units, or its
constituents; (2) the primary government is entitled to, or has the ability to otherwise access, a majority of
the economic resources received or held by the separate organization; (3) the economic resources received
or held by an individual organization that the specific primary government, or its component units, is
entitled to, or has the ability to otherwise access, are significant to that primary government. Blended
component vnits, although legally separate entities, are, in substance, part of the government's operations
and are reported with similar funds of the primary government. Each discretely presented component unit
is reported in a separate column in the government-wide financial statements to emphasize that it is legally
separate from the primary government. This report does not contain any component units.

Basis of Presentation

The accounts of the District in the governmental fund financial statements are organized and operated on
the basis of funds and account groups and are used to account for the District's general governmental
activities. Fund accounting segregates funds according to their intended purpose, and is used to aid
management in demonstrating compliance with finance-related legal and contractual provisions. 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 or expenses as appropriate. The minimum
number of funds is maintained consistent with legal and managerial requirements. Account Groups are a
reporting device to account for certain assets and liabilities of the governmental funds not recorded directly
in those funds.



BUTLER ELEMENTARY SCHOOL DISTRICT NO. §3
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

Measurement Focus and Basis of Accounting
The District has the following fund types and account groups:

Governmental Funds are used to account for the District's general government activities. Governmental
fund types use the flow of current financial resources measurement focus and the cash basis of accounting.
Accordingly, cash receipts are recognized and recorded in the accounts when cash is received. In the same
manner, expenditures are recognized and recorded upon the disbursement of cash. Guidelines prescribed by
the Illinois State Board of Education consider payments by the State of Illinois to the Teachers' Retirement
System ("TRS") on behalf of the District's employees who are members of TRS ("on-behalf payments") to be
cash transactions of the District. Assets of a fund are only recorded when a right to receive cash exists that
arises from a previous cash transaction. Liabilities of a fund, similarly, result from previous cash
transactions.

Cash basis financial statements omit recognition of receivables and payables and other accrued and deferred
items that do not arise from previous cash transactions.

Proceeds from sales of bonds are included as “other financing sources” in the appropriate fund on the date
received. Related bond principal payable in the future is recorded at the same time in the General Long-
Term Debt Account Group.

Grant funds are considered to be earned to the extent of expenditures made under the provisions of the
grant,

Major Governmental Funds

General Fund - (Educational Fund) the general operating fund of the District. It accounts for all financial
resources except those required to be accounted for in another fund. This fund is primarily used for most of
the instructional and administrative aspects of the District's operations. Revenues consist largely of local
property taxes and state government aid.

Special Revenue Funds - account for the proceeds of specific revenue sources that are legally restricted to
expenditures for specified purposes, other than those accounted for in the Debt Service Fund, Capital
Projects Funds or Fiduciary 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
follows:

Operations and Maintenance Fund - accounts for expenditures made for repair and maintenance of the
District’s buildings and land. Revenue consists primarily of local property taxes.

Transportation Fund - accounts for all revenue and expenditures made for student transportation. Revenue
is derived primarily from local property taxes and state reimbursement grants.

Municipal Retirement/ Social Security Fund - accounts for the District's portion of pension contributions to
the Ilinois Municipal Retirement Fund, payments to Medicare, and payments to the Social Security
System for non-certified employees. Revenue to finance the contributions is derived primarily from local
property taxes and personal property replacement taxes,



BUTLER ELEMENTARY SCHOOL DISTRICT NO. 53
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

Working Cash Fund - accounts for financial resources held by the District to be used as temporary interfund
loans for working capital requirements to the General Fund and the Special Revenue Fund's Operation
and Maintenance and Transportation Funds. 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 a part of the General Fund or it may be partially abated to the General Fund,
Special Revenue Funds, Debt Service Funds or the Fire Prevention and Life Safety Fund.

Debt Service Fund - (Bond and Interest Fund) accounts for the accumulation of resources for, and the
payment of, long-term debt principal, interest and related costs. The primary revenue source is local
property taxes levied specifically for debt service.

Capital Project Fund - accounts for the financial resources to be used for the acquisition or construction of,
and/or additions to, major capital facilities.

Fire Prevention and Life Safety Fund - accounts for State-approved life safety projects financed through serial
bond issues or local property taxes levied specifically for such purposes.

Other Fund Types

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.

Trust and Agency Funds - include Student Activity Funds, Convenience Accounts and Other Agency Funds.
These funds are custodial in nature and do not present results of operations or have a measurement focus.
Although the Board of Education has the ultimate responsibility for Activity Funds, they are not local
education agency funds. Student Activity 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. Convenience Accounts account for assets that
are normally maintained by a local education agency as a convenience for its faculty, staff, etc.

The Butler Trust Fund accounts for financial resources to be used for the development of cultural programs
for the entire community, through the use of interest earned in this fund.

The Harold Gershowitz Trust Fund accounts for financial resources to be used to purchase artwork for the
District, which will benefit both the District and the entire community.

Assets, Liabilifies and Net Assets or Equity

Deposits and Investments

State statutes authorize the District to invest in obligations of the U.S. Treasury, certain highly-rated
commercial paper, corporate bonds, repurchase agreements, and the State Treasurer’s Investment Pool.
Investments are stated at cost.

Receivables and Payables

Transactions between funds that are representative of lending/borrowing arrangements outstanding at the
end of the fiscal year are referred to as "due to/from other funds". Receivables are expected to be collected
within one year.



BUTLER ELEMENTARY SCHOOL DISTRICT NO. 53
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

Property Tax Revenues

The District must file its tax levy resolution by the last Tuesday in December of each year. The District's
2006 levy resolution was approved during the December 11, 2006 board meeting. The District's property
tax is levied each year on all taxable real property located in the District and it becomes a lien on the
property on January 1 of that year. The owner of real property on January 1 in any year is liable for taxes
of that year.

The tax rate ceilings are applied at the fund level. These ceilings are established by state law subject to
change only by the approval of the voters of the District.

The PTELA Hlimitation is applied in the aggregate to the total levy (excluding certain levies for the
repayment of debt). PTELA limits the increase in total taxes billed to the lessor of 5% or the percentage
increase in the Consumer Price Index (CPI) for the preceding year. The amount can be exceeded to the
extent there is “new growth” in the District’s tax base. The new growth consists of new construction,
annexations and tax increment finance district property becoming eligible for taxation. The CPI rates
applicable to the 2006 and 2005 tax levies were 3.4% and 3.3%, respectively.

Property taxes are collected by the County Collector/ Treasurer, who remits to the District its share of
collections. Taxes levied in one year become due and payable in two equal installments: the first due on
June 1 and the second due on September 1. Property taxes are normally collected by the District within 60
days of the respective installment dates.

Personal Property Replacement Taxes

Personal property replacement taxes are first allocated to the Municipal Retirement / Social Security Fund,
and the balance is allocated to the remaining funds at the discretion of the District,

Fixed Asseis

Fixed assets used in governmental fund types of the District are recorded in the general fixed assets account
group at cost or estimated historical cost if purchased or constructed. Donated fixed assets are recorded at
their estimated fair value at the date of donation. Interest incurred during construction is not capitalized on
general fixed assets.

Depreciation of general fixed assets is provided over the estimated useful lives using the straight-line method
and is reflected within the general fixed assets account group for informational purposes only, Depreciation
of general fixed assets is not charged to the operations of the District. The estimated useful lives of the
buildings and improvements, and equipment of the District are 15 to 50 vears, and 5 to 10 years,
respectively.

Long-Term Obligations

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.

For governmental fund types, bond premiums and discounts, as well as issuance costs, are recognized
during the current period. Bond proceeds are reported as an “other financing source” net of the applicable
premium or discount.



