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INDEPENDENT AUDITOR'S REPORT

To the Board of Managers
of Egyptian Area Schools
Employee Benefit Trust

Belleville, Hllinois

We have audited the accompanying statements of net assets available for benefits of
Egyptian Area Schools Employee Benefit Trust as of June 30, 2008 and 2007 and the related
statements of changes in net assets available for benefits for the years then ended. These
financial statements are the responsibility of the Plan's management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free 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 audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the net assets available for benefits of Egyptian Area Schools Employee Benefit Trust as
of June 30, 2008 and 2007, and the changes in its net assets available for benefits for the years
then ended in conformity with accounting principles generally accepted in the United States of
America.

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplemental schedules of funding progress, employer
contributions and claims development information together referred as “supplemental information”
are presented for the purpose of additional analysis and are not a required part of the basic
financial statements.  This supplemental information is the responsibility of the Plan’s
Management. The supplemental information has not been subjectéd to the auditing procedures
applied in the audit of the basic financial statements, and, accordingly, we express no opinion on
them.

’Z\Cé, Sucuvan C’,o,) CTd.

Swansea, lllinois
February 27, 2009
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EGYPTIAN AREA SCHOOLS EMPLOYEE BENEFIT TRUST
BELLEVILLE, ILLINOIS

STATEMENTS OF NET ASSETS AVAILABLE FOR BENEFITS
JUNE 30, 2008 AND 2007

ASSETS 2008 2007
Investments - At Fair Value
U.S. Government securities and agencies $ 13,951,325 $ 15,102,757
Corporate bonds and debentures - 483,365 558,727
Total Investments 14,434,690 15,661,484
Receivables _
Membership contributions 598,070 595,080
Accrued interest income 237,892 228,665
Other receivables 173,487 210,558
Total Receivables 1,009,449 1,034,303
Cash
Checking account 400,802 -0-
Money Market account 8,683,082 5714177
Certificate of Deposits 848,000 -0-
Total Cash 9,931,884 5,714,177
Other Assets’
Prepaid insurance 5,377 5,961
Total Assets 25,381,400 22,415,925
LIABILITIES
Checking account deficit -0- 328,108
Due to broker for securities purchased -0- 500,000
Deferred contribution revenue 1,505,459 1,544,006
Accrued expenses 19,135 18,988
Claims reserve 9,200,000 8,700,000
Total Liabilities 10,724,594 11,091,102
Net Assets Available for Benefits $ 14,656,806 $ 11,324,823

See Notes To Financial Statements.



EGYPTIAN AREA SCHOOLS EMPLOYEE BENEFIT TRUST .
BELLEVILLE, ILLINOIS

STATEMENTS OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS
YEARS ENDED JUNE 30, 2008 AND 2007 :

Additions to Net Assets Attributed to
Contributions
Membership contributions

Investment Income
Net appreciation in fair value of investments
Interest

Total Additions

Deductions From Net Assets Attributed to
Claims paid by Trust (net of refunds)
Group insurance premiums
Change in claims reserve
Administrative fees
Healthlink expense

Audit fees

Actuarial fees

Legal fees

Other consulting fees
Bank trust fees

Insurance
Chairman reimbursement - administration
Miscellaneous
Printing and postage
Stop-loss writeoffs
Total Deductions
Net Increase (Decrease) During Year
Net Assets Available for Benefits, Beginning of Year

Net Assets Available for Benefits, End of Year

See Notes To Financial Statements.

/

2008 2007
$ 68,027,963 $ 64,666,290
68,027,963 64,666,290 |
54,206 103,571
1,124,854 915,770
1,179,060 1,019,341
69,207,023 65,685,631
58,879,084 56,659,327
3,854,712 3,457,810
500,000 1,400,000
1,659,593 1,543,146
630,288 586,311
21,507 22,983
115,566 103,585
40,376 39,063
54,903 61,273
79,721 62,586
7,753 7,966
3,752 3,779
17,801 25,192
9,984 33,908
-0- -0-
65,875,040 64,006,929
3,331,983 1,678,702
11,324,823 9,646,121
$ 14,656,806 $ 11,324,823




EGYPTIAN AREA SCHOOLS EMPLOYEE BENEFIT TRUST
BELLEVILLE, ILLINOIS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

Note 1.

Description of Plan

The following description of the Egyptian Area Schools Employee Benefit Trust (the
Plan) provides only general information. Participants should refer to the Plan and Trust
documents for a complete description of the Plan’s provisions.

General. The Plan was formed on January 1, 1984 as a result of an agreement to
provide health and dental care, and death benefits for eligible employees and their
dependents. The Plan is a cost-sharing multiple-employer defined benefit health care
plan that offers medical benefits to participating school districts in the State of lllinois
administered by the Board of Managers of the Plan. The Plan agreement establishing
the Plan provides that contribution requirements are established and may be amended
by the Board of Managers of the Plan. The Board of Managers of the Plan sets the
contribution rates each year based on an actuarial valuation. The Trust's actuary has
determined that the Plan has no Unfunded Actuarial Accrued Liability (UAAL) and that
the current contribution rates are not less than the Annual Required Contribution (ARC).

Benefits. Health costs incurred by participants and their dependents are partially
covered by a stop-loss insurance policy detailed in Note 4 maintained by the Plan.
Health costs, prescription and some dental benefits are self-funded. Life, accidental
death and dismemberment, vision and some dental coverages are provided through
group insurance contracts for active participants. The vision and dental insurance are
voluntary products, elected separately by each participating employee.

To become initially eligible for benefits, a participant must have been employed by a
contributing employer and be a full-time employee working at least 20 hours a week or
the minimum hours set by the participating employer, if less.

Health, claims of active and retired participants, dependents, and beneficiaries are
processed by Meritain Health, but the responsibility for payments to participants and
providers is retained by the Plan.

Continuation of health care benefits to persons who would otherwise lose those
benefits due to certain events, as mandated by COBRA (Consolidated Omnibus
Budget Reconciliation Act), was adopted by the Plan on July 1, 1986.

Termination Priorities. It is the intent of the Board of Managers to continue the Plan in
full force and effect. However, in the unlikely event of termination and in order to
safeguard against any unforeseen contingencies, the right to discontinue the plan is
reserved to the Board of Managers. In the event of termination, the Board of Managers
shall first satisfy or make provisions to satisfy the obligations of the Plan. Any
remaining assets will be distributed in such a manner as will, in the opinion of the Board
of Managers, bring about the purpose of the Plan. Termination shall not permit any part
of the Plan to be used for or diverted to purposes other than the exclusive benefit of the
participants.



EGYPTIAN AREA SCHOOLS EMPLOYEE BENEFIT TRUST
BELLEVILLE, ILLINOIS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

Note 1.

Description of Plan (Continued)

Membership Contributions. Each of the 148 participating school districts contributes
premiums based on the coverages requested by their employees. The contribution
rates are adjusted annually on the 1% day of September of each plan year. As of June
30, 2008, participating Districts were contractually required to contribute at the
following monthly rates for active and retired employees and dependents.

Districts may require their employees and/or retirees to pay some or all of the required
contributions.

Platinum Plan | Gold Plan | Silver Plan | Bronze Plan
Employee $449 $405 $350 $301
Employee + spouse $927 $835 $725 $622
Employee + child(ren) $909 $819 $711 $611
Family $999 $899 $780 $671

The only additional possible assessment to each district is a withdrawal liability that
would be charged to any member district leaving the Plan at a time when the Plan
experiences a deficit fund balance. The number of active employees and retirees
enrolled in the Plan at June 30, 2008 and 2007 was 9,415 and 8,927 with a total
enroliment including dependents of 15,547 and 15,270, respectively. The enrolled
participants at June 30, 2008 and 2007 includes retirees receiving benefits totaling 205
and 213, respectively.

Note 2.

Summary of Significant Accounting Policies

a. The financial statements have been prepared using the accrual basis of
accounting.

b. The preparation of financial statements in conformity with U.S. generally
accepted accounting principles requires the plan administrator to make
estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results may differ from those estimates.

C. Membership contributions are due on the first day of each month. Membership
contribution receivable represents unpaid contributions due to the trust. Deferred
contribution revenue represents contributions paid before the due date.

d. Stop-loss insurance receivable represents reimbursements due the trust for
benefits paid on behalf of individual participants in excess of the annual limit.

e. Investments are carried at fair value or contract value, which generally
represents quoted market price as of the last business day of the year.



EGYPTIAN AREA SCHOOLS EMPLOYEE BENEFIT TRUST
BELLEVILLE, ILLINOIS '

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

Note 2.

Summary of Significant Accounting Policies (Continued)

f. The liability for claims incurred but not reported and claims payable was
estimated by the Plan's consulting actuaries based on claims and payment data
in the files of the Plan.

Note 3.

Tax Status

The Internal Revenue Service has advised that the Plan qualifies under Section
501(c)(9) of the Internal Revenue Code and accordingly net investment income is
exempt from income tax. The frust has obtained a favorable tax determination letter
from the Internal Revenue Service, and the Plan sponsor believes that the trust, as
amended, continues to qualify and to operate in accordance with applicable provisions
of the Internal Revenue Code.

Note 4.

Stop-Loss Insurance

An agreement is in effect with Niagara RE, Inc. of New York for excess loss
reinsurance. Under that agreement the reimbursement was for benefits paid on behalf
of an individual participant in excess of $250,000 annually with a $850,000 annual
aggregate deductible, up to a maximum lifetime limit of $5,000,000 per covered
person.

Note 5.

Investments

The Plan's investments are held by a bank-administered trust fund. During fiscal year
2008 and 2007, the Plan’s investments (including investments bought, sold and held
during the year) appreciated (depreciated) in value by $54,206 and $103,571,
respectively, as follows:

June 30, 2008 June 30, 2007
Net Net -
Increase Increase
(Decrease) Fair (Decrease) Fair

In Fair Value Value at In Fair Value Value at
During Year End of Year During Year _End of Year
Fair Value as Determined by
Quoted Market Price:
U.S. Government
Securities and

Agencies $ 61,975 $13,951,325 $ 112,952 $ 15,102,757
Corporate bonds
And debentures (7,769) 483,365 (9,381) 558,727

$ 54,206 $14.434690 $ 103,571 $ 15,661,484

The Trust has no investments that represent 5 percent or more of total Plan assets.



EGYPTIAN AREA SCHOOLS EMPLOYEE BENEFIT TRUST
. BELLEVILLE, ILLINOIS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

Note 6. Administrative Fees

Meritain Health earns a fee as Administrator of the Plan through an agreement with
the Board of Managers of the Plan. The agreement provides that Meritain Health is
responsible for billing member employers, processing claims and performing other
administrative duties. Fees for the year ended June 30, 2008 consisted of the
following:

The sum of $13.29 per month per employee covered under the Plan for
July and August 2007, and $13.69 per month per employee covered
under the plan for September 2007 through June 2008.

Note 7. Claims Reserve |

Claims reserve is actuarially calculated and based on the historical paid claim
development of the Plan. Claims payable and currently due for participants are not
tracked separately. Claims that have been received but not processed are included in
the claims reserve.

The incurral date for a claim is defined to be the date of service of the claim. Paid
claims are sorted by incurred date. Factors based on the Plan's claim development
are applied to projected total incurred claims for each month. The liability is then the
sum over all months of the excess of total estimated incurred claims for a month over
the payments made. Since claim payments for the most recent month are not large
enough to produce credible claim estimates using claim development factors, the
incurred claims estimate for the most recent month is based on the most recent twelve
months of experience trended forward at 10%.

Note 8. Risks and Uncertainties

The Plan’s financial instruments that are exposed to concentrations of credit risk
consist primarily of cash. The Plan places its cash with a high credit quality institution.
At times such deposits may be in excess of the FDIC insurance limit.

The Plan invests in various investment securities. Investment securities are exposed
to various risks such as interest rate, market, and credit risks. Due to the level of risk
associated with certain investment securities, it is at least reasonably possible that
changes in the values of investment securities will occur in the near term and that such
changes could materially affect the amounts reported in the statement of net assets
available for benefits.



EGYPTIAN AREA SCHOOLS EMPLOYEE BENEFIT TRUST
BELLEVILLE, ILLINOIS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

Note 8. Risks and Uncertainties (Continued)

The actuarial present value of the claims reserve is reported based on certain

assumptions pertaining to interest rates, health care inflation rates, and employee

demographics, all of which are subject to change. Due to uncertainties inherent in the

estimations and assumptions process, it is at least reasonably possible that changes in

these estimates and assumptions in the near term would be material to the financial
. statements.

Note 9. Other Post Employment Benefits (OPEB) |

The Egyptian Area Schools Employee Benefit Trust is a cost-sharing multiple-
employer defined benefit health care plan which provides medical benefits for both
active employees and retired employees. The actuary for the Plan has determined
that the Plan has no unfunded actuarial accrued liability (UAAL) for other post
employment benefits (OPEB). The attached Schedule of Funding Progress includes
information about the funded status of the Plan for the most recent actuarial valuation
date, July 1, 2007. Information about actuarial methods and assumptions used in the
valuation is provided below.

Actuarial valuations involve estimates of the value of reported amounts and
assumptions about the probability of events far into the future, and the actuarially
determined amounts are subject to continual revision as actual results are compared
to past expectations and new estimates are made about the future.

The calculations are based on the benefits provided under the terms of the Plan in
effect at the time of the valuation and on the pattern of contributions to that point. The
actuarial calculations reflect a long-term perspective.

Actuarial cost method — Projected Unit Credit Actuarial Cost Method

Actuarial value of assets — fair market value

Inflation rate equal to trend — 9.5% graded to 5.5% by 2013

Discount rate — 4.5%

Projected éalary increases — not relevant to the level of benefits or contributions

Amortization method — level dollar amortized over 30 years
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EGYPTIAN AREA SCHOOLS EMPLOYEE BENEFIT TRUST
BELLEVILLE, ILLINOIS

SUPPLEMENTARY INFORMATION
SCHEDULE OF OPEB FUNDING PROGRESS (UNAUDITED)
ACTUARIAL VALUATION DATE - JULY 1, 2007

Actuarial
Accrued UAAL as a
Actuarial Liability Unfunded Percentage
Actuarial Value of (AAL) AAL Funded Covered of Covered
Valuation Assets -Entry Age (UAAL) Ratio Payroll ~ Payroll
Date (a) (b) (b-a) (a/b) (c) ((b-a)/c)
6/30/08  $14,656,806 $(2,341,156) $(16,997,962) >100% N/A N/A
6/30/07  $11,324,823 $(2,341,156) $(13,665,979) >100% N/A N/A

See Notes To Financial Statements



EGYPTIAN AREA SCHOOLS EMPLOYEE BENEFIT TRUST
BELLEVILLE, ILLINOIS

: SUPPLEMENTARY INFORMATION
SCHEDULE OF EMPLOYER CONTRIBUTIONS (UNAUDITED)
JUNE 30, 2008

Year Annual Percentage
Ended June 30 Required Contribution Contributed
2008 $68,027,963 100%
2007 $64,666,290 100%
2006 $58,617,704 100%

See Notes To Financial Statements
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