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INDEPENDENT AUDITOR’'S REPORT

Members of the Board of Directors
Broadview Westchester Joint Water Agency
Broadview, lllinois

We have audited the accompanying financial statements of the Broadview Westchester Joint
Water Agency, lllinois (Agency), as of and for the year ended April 30, 2017, and the related
notes to the financial statements, which collectively comprise the basic financial statements as
listed in the table of contents.

Management’'s Responsibility for the Financial Statements

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

Auditor’'s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

A member of
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Broadview Westchester Joint Water Agency, lllinois, as of April 30,
2017, and the respective changes in financial position - budget and actual, and cash flows for the
year then ended in conformity with accounting principles generally accepted in the United States
of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management discussion and analysis (MD&A-1 through MD&A-4), the multiyear schedule of
changes in net pension liability and related ratios (page 23) and the multiyear schedule of
contributions (page 24) be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion
or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise Broadview Westchester Joint Water Agency, lllinois’, basic financial
statements. The schedule of operating expenses — budget and actual (budgetary basis) and the
Long-Term Debt Requirements — IEPA Loan of 2010 (hereinafter referred to as “supplementary
information”) are presented for purposes of additional analysis, and is not a required part of the
basic financial statements.

The supplementary information is the responsibility of management, and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the supplementary information is fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Setden Jov, Fid,

November 20, 2017
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BROADVIEW WESTCHESTER JOINT WATER AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS
April 30, 2017

The Broadview Westchester Joint Water Agency (the Agency) Management’s Discussion and Analysis
is designed to (1) assist the reader in focusing on significant financial issues, (2) provide an overview of
the Agency'’s financial activity, (3) identify changes in the Agency’s financial position (its ability to address
the next and subsequent year challenges), (4) identify any material deviations from the financial plan (the
approved budget), and (5) identify individual issues and concerns.

Since the Management’s Discussion and Analysis (MD&A) is also designed to focus on the current year’s
activities, resulting changes and currently known facts, please read it in conjunction with the Agency’s
financial statements.

FINANCIAL HIGHLIGHTS

e The Agency'’s net position increased by $354,340 in 2017, which created an ending net position
of $7,181,839.

e The operating revenues were $948,902 under budget. Total expenses were $798,898 under
budget.

e As of April 30, 2017, the Agency maintained $4,615,746 in cash and investments.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the Agency’s basic financial
statements. The basic financial statements are comprised of three components:

e Entity-wide financial statements
¢ Fund financial statements
¢ Notes to the financial statements.

This report also contains other supplementary information in addition to the basic financial statements.
Entity-Wide Financial Statements

The entity-wide financial statements are designed to provide readers with a broad overview of the
Agency'’s finances in a manner similar to private-sector business.

The Statement of Net Position presents information on all of the Agency’s assets and liabilities with the
difference between the two reported as net position. Over time, increases in net position may serve as
a useful indicator of whether the financial position of the Agency is improving or deteriorating.

Fund Financial 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 Agency uses fund accounting to ensure and

demonstrate compliance with finance related legal requirements. The Agency is unique to many
governments since it is an entity with only one fund, proprietary in nature.

See independent auditor’s report.
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Notes to the Financial Statements

The notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the entity-wide and fund financial statements.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary and other information concerning the Agency’s progress in funding its obligation

to provide pension benefits to its employees.

FINANCIAL ANALYSIS OF THE AGENCY

Table 1 — Condensed Statement of Net Position

2017 2016
Capital assets, net of depreciation $ 5,916,454 6,054,078
Current and other assets 5,858,266 5,471,245
Deferred outflows 21,120 39,309
Total assets and deferred outflows 11,795,840 11,564,632
Other liabilities 1,150,882 1,107,595
Noncurrent liabilities 3,453,777 3,629,538
Deferred inflows 5,202 -
Total liabilities and deferred inflows 4,609,861 4,737,133
Net investment in capital assets 2,320,164 2,292,451
Unrestricted net position 4,865,815 4,535,048
Total net position $ 7,185,979 6,827,499

See independent auditor’s report.
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Table 2 — Condensed Statement of Changes in Net Position

2017 2016
Operations:
Sale of water $ 5,826,199 100% $ 6,466,920 100%
Total operating revenues 5,826,199 100% 6,466,920 100%
Operating expenses:
Source of water 4,759,607 85% 4,966,829 87%
Repairs and maintenance 142,479 3% 64,030 1%
Administration 528,859 10% 553,626 10%
Depreciation 137,624 2% 138,327 2%
Total operating expenses 5,568,569 100% 5,722,812 100%
Non-operating revenues (expenses):
Interest income 23,846 18,893
Other income 162,138 41,504
Interest expense (85,134) (89,116)
Increase (decrease)
in net position $ 358,480 $ 715,389

Revenues for the Agency are a function of the rate that is charged to each of the member communities
and the hospital campus we serve. In the current year, the Agency experienced a 9.9% decrease in the
water revenue over last year. The decrease in the revenues was created by a reduction in pumpage for
the District in the current year.

The total expenses for the Agency decreased by $154,243 from 2016. This is a 2.7% decrease from the
prior year. This decrease was due to a decline in usage with a flat rate from the City of Chicago. The
Agency saw a decline in administrative costs due to a decline in salaries because of a reduction in
overtime with the construction project being finished in the prior year.

Budgetary Highlights

The Water Agency did not amend their budget during the fiscal year. For the current year, operating
revenue received was under budget by $948,902. The shortfall was due to a projected increase in water
rate that did not come to fruition. That coupled with a reduction in usage, created the shortfall to budget.
The Agency spent $798,898 less than what was budgeted for operating expenses. During the current
year, the Agency had excess budget in such areas as water purchase and capital outlay. A decline in
usage created a surplus to the water budget and planned projects were delayed.

See independent auditor’s report.
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Capital Assets

By the end of 2017, the Agency had invested $5.9 million in a broad range of capital assets, including
water system (mains, valves, radio-read meter, etc.); multiple reservoirs; transportation equipment; field
supplies and equipment; office furniture, fixtures, office/computer hardware and software and building
infrastructure and mechanicals. Detail of Capital Assets can be found in Note 3.

The total depreciation expense for the year was $137,624.
Long-term Debt

The Agency is utilizing long-term debt to finance the construction of the 10" Avenue Station. As of
April 30, 2017, the Agency had $3,596,290 of lllinois Environmental Protection Agency Loans
outstanding. Detail of long-term debt can be found Note I11.D.

Factors Bearing on the Agency’s Future

The Agency faces the same problems that similar municipal entities face. High fixed costs and aging
infrastructure burden resources and dominate short- and long-term financial planning. The Agency has
a 60-year old transmission main that could incur unexpected expenses. The Board began evaluating
their options to help create redundancies within their system to minimize risks of failures within the
system. The process is expected to be an extended process with several joint governmental agreements
being entered into. This will help ease the stress on the Agency.

As with any government entity which operates an enterprise activity, the Agency must continually monitor
its billing rates to gain assurances that the rates charged are sufficient to cover operating costs. The
Agency is in the final year of a four-year increase in water rates from the City of Chicago. The City of
Chicago has identified the need for additional increases in the water rates over the next four years. The
exact increase has not yet been reported to the Agency. Those increases, along with future debt service
requirements, will play a significant role in the evaluation of the water rates charged to customers over
future years.

CONTACTING THE AGENCY'’S FINANCIAL MANAGEMENT
This financial report is designed to provide our customers, investors and creditors with a general overview
of the Agency’s finances and to demonstrate the Agency’s accountability for the money it receives.

Questions concerning this report or requests for additional financial information should be forwarded to
the Broadview Westchester Joint Water Agency, 2222 S. 10" Avenue, Broadview, lllinois 60155.

See independent auditor’s report.
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Broadview Westchester Joint Water Agency, lllinois
Statement of Net Position
April 30, 2017

Assets
Current assets:
Cash and investments
Receivables - members
Receivables - customers
Receivables - other
Prepaids

Total current assets

Noncurrent assets:
Nondepreciable capital assets
Depreciable capital assets
Less accumulated depreciation

Total capital assets
Total assets

Deferred Outflows of Resources
Pension-related (See Note IV.B.)

Total assets and deferred outflows of resources

Liabilities
Current liabilities:
Accounts payable
Accrued payroll
Compensated absences payable
Accrued interest
IEPA loan payable, current portion

Total current liabilities

Noncurrent liabilities:
Net pension liability
IEPA loan payable, noncurrent portion

Total noncurrent liabilities
Total liabilities

Deferred Inflows of Resources
Pension-related (See Note IV.B.)

Total liabilities and deferred inflows of resources

Net Position
Net position:
Net investment in capital assets
Unrestricted

Total net position

See accompanying notes.

4,615,746
793,957
415,041

9,832
23,690

5,858,266

606,392
8,539,180
(3,229,118)

5,916,454

11,774,720

21,120

11,795,840

928,048
4,278
29,010
20,393
169,153

1,150,882

26,640
3,427,137

3,453,777

4,604,659

5,202

4,609,861

2,320,164
4,865,815

7,185,979




Broadview Westchester Joint Water Agency, lllinois
Statement of Revenues, Expenses and Changes in
Fund Net Position - Budget and Actual
For the Year Ended April 30, 2017

Original Final
Budget Budget Actual
Operating revenues - water sales $ 6,775,101 $ 6,775,101 $ 5,826,199
Expenses:
Salaries and benefits 319,075 319,075 338,529
Operations 6,048,392 6,048,392 5,092,416
Depreciation - - 137,624
Total operating expenses 6,367,467 6,367,467 5,568,569
Operating income 407,634 407,634 257,630
Nonoperating revenue (expense):
Transmission replacement fees - - 133,331
Interest income 25,600 25,600 23,846
Other income - - 28,807
Principal retirement (255,000) (255,000) -
Interest expense - - (85,134)
Total nonoperating revenue (expense) (229,400) (229,400) 100,850
Changes in net position $ 178,234 $ 178,234 358,480
Net position, beginning of the year 6,827,499
Net position, end of the year $ 7,185,979

See accompanying notes.




Broadview Westchester Joint Water Agency, lllinois
Statement of Cash Flows
For the Year Ended April 30, 2017

Cash flows from operating activities:

Received from customers and users $ 5,736,645
Other income 162,138
Payment to employees (292,320)
Payment to suppliers (5,082,377)

Net cash flows from operating activities 524,086

Cash flows from capital and related financing activities:
Principal paid on IEPA loan (165,337)
Interest and fiscal charges paid (85,386)

Net cash flows from capital and

related financing activities (250,723)

Cash flows from investing activities - interest income 23,846
Net change in cash 297,209
Cash, beginning of the year 4,318,537
Cash, end of the year $ 4,615,746

Reconciliation of operating income to net cash
flows from operating activities:
Operating income $ 257,630
Adjustments to reconcile operating income to
net cash flows from operating activities:

Depreciation 137,624
Other income 162,138
Changes in:
Receivables (89,554)
Prepaid expenses (258)
Accounts payable 10,297
Accrued payroll 416
Compensated absences payable 29,010
Pension-related deferred outflows 18,189
Pension-related deferred outflows 5,202
Net pension liability (6,608)
$ 524,086

See accompanying notes.



Broadview Westchester Joint Water Agency, lllinois
Notes to the Financial Statements

Summary of Significant Accounting Policies

A. General

The Broadview Westchester Joint Water Agency, lllinois (Agency) was organized on
March 1, 2006. The Agency assumed all contracts, debts, liabilities, obligations and
assets of the Westchester-Broadview Joint Water Commission (established
November 27, 1927) under the authority of the Intergovernmental Cooperation Act,
Municipal Joint Water Agency (5 ILCS 220-3.1). The charter members of the Agency are
the Villages of Broadview and Westchester. The purposes and objectives of the Agency
are:

1. To provide water to member municipalities and other customers.

2. To plan, construct, acquire, develop, operate, maintain or contract for facilities in
receiving and transmitting water from Lake Michigan for the principal use and
mutual benefits of the municipalities and their water users.

3. To provide adequate supplies of such water on an economical and efficient basis
for the municipalities.

The government-wide financial statements are prepared in accordance with generally
accepted accounting principles (GAAP). The Governmental Accounting Standards
Board (GASB) is responsible for establishing GAAP for state and local governments
through its pronouncements (Statements and Interpretations). The more significant of
the Agency’s accounting policies established in GAAP and used by the Agency are
described below.

. The Reporting Entity

The Agency is an intergovernmental agency created under the lllinois Intergovernmental
Act and is governed by a Board of Directors, which consists of one elected official from
each member municipality.

As required by GAAP, these financial statements present the Agency and its component
units, entities for which the Agency is considered to be financially accountable. There
are no component units of the Agency, and the Agency should not be included as a
component unit of any of its members.

. Basis of Presentation

In the statement of net position, the Agency’s activities are reported on a full accrual,
economic resources basis, which recognizes all long-term assets/deferred outflows as
well as long-term/deferred inflows obligations.



Broadview Westchester Joint Water Agency, lllinois
Notes to the Financial Statements (cont'd)

Summary of Significant Accounting Policies

C. Basis of Presentation (cont'd)

The Agency uses funds to report on its financial position and the results of its operations.
Fund accounting is designed to demonstrate legal compliance and to aid fiscal
management by segregating transactions related to certain government functions or
activities. A fund is a separate accounting entity with a self-balancing set of accounts.

The Agency utilizes a single proprietary fund. Proprietary funds are used to account for
activities similar to those found in the private sector, where the determination of net
income is necessary or useful to sound financial administration. Goods or services from
such activities are provided to outside parties.

. Measurement Focus and Basis of Accounting

Measurement Focus

All proprietary funds utilize an “economic resources” measurement focus. The
accounting objectives of this measurement focus are the determination of operating
income, changes in net position, financial position, and cash flows. All assets/deferred
outflows and liabilities/deferred inflows (whether current or noncurrent) associated with
their activities are reported. Proprietary fund equity is classified as net position.

Basis of Accounting

The Agency’s basic financial statements are presented using the accrual basis of
accounting. Under the accrual basis of accounting, revenues are recognhized when
earned and expenses are recorded when the liability is incurred or economic asset used.

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 Agency are charges to customers
for services. Operating expenses include the cost of services, administrative expenses,
and depreciation and amortization on capital assets. All revenues and expenses not
meeting this definition are reported as nonoperating revenues and expenses.



Broadview Westchester Joint Water Agency, lllinois
Notes to the Financial Statements (cont'd)

Summary of Significant Accounting Policies (cont’d)
E. Assets/Deferred Outflows, Liabilities/Deferred Inflows and Net Position or Equity

1. Cash, Cash Equivalents and Investments

For the purpose of the statement of cash flows, cash and cash equivalents are
considered to be cash on hand, demand deposits, and all highly liquid investments
with an original maturity of three months or less.

Investments that meet the criteria contained in GASB Statement No. 79, Certain
Investment Pools and Pool Participants are reported at amortized cost. The criteria
contained in GASB Statement No. 79 address (1) how the pool interacts with
participants, (2) requirements for portfolio maturity, quality, diversification and
liquidity, and (3) calculation and requirements of a shadow price.

Investments are reported at fair value. Securities traded on national exchanges
are valued at the last reported sales price. Investments that do not have any
established market, including the certificates of deposit, are reported at estimated fair
value from multiple sources. The Agency categorizes its fair value measurements
within the fair value hierarchy established by generally accepted accounting
principles. The hierarchy is based on the valuation inputs used to measure the fair
value of an asset. Level 1 inputs are quoted prices in active markets for identical
assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are
significant unobservable inputs.

Prepaids

Payments made to vendors for services that will benefit periods beyond the date of
this report are recorded as prepaids.

Capital Assets

Under the terms of the intergovernmental agreement for the establishment of the
Agency dated March 1, 2006, the members conveyed all portions of the waterworks
system (excluding land) to the Agency. Value of assets conveyed was determined
based on an independent appraisal.

Capital assets purchased or acquired are reported at historical cost or estimated
historical cost. For movable property, the Agency’s capitalization policy includes all
items with a unit cost of $5,000 or more and an estimated useful life that is greater
than one year. Renovations to buildings and land improvements that significantly
increase the value or extend the useful life of the structure are capitalized. Routine
repairs and maintenance are charged to operating expense in the year in which the
expense was incurred. Donated capital assets are recorded at estimated fair value
at the date of donation. Depreciation has been provided using the straight-line
method over the following estimated useful lives of the assets:



Broadview Westchester Joint Water Agency, lllinois
Notes to the Financial Statements (cont'd)

Summary of Significant Accounting Policies (cont’d)

E. Assets/Deferred Outflows, Liabilities/Deferred Inflows and Net Position or Equity
(cont'd)

3. Capital Assets (cont'd)

Capital assets are depreciated using the straight-line method over the following
estimated useful lives:

Infrastructure 50 years
Buildings 20 - 50 years
Machinery and equipment 5- 15 years
Land improvements 20 years

Compensated Absences

The liability for compensated absences consists of unpaid, accumulated vacation
balances for Agency employees who have completed one year of employment. The
liability has been calculated based on the employee’s current salary.

In accordance with the provisions of GASB Statement No. 16, Accounting for
Compensated Absences, no liability is recorded for nonvesting accumulating rights to
receive sick pay benefits.

Deferred Outflows/Inflows of Resources

Deferred outflow/inflow of resources represents an acquisition of net position that
applies to a future period and, therefore, will not be recognized as an outflow of
resources (expense)/inflow of resources (revenue) until that future time.

Net Position
Net position is displayed in three components as follows:

Net Investment in Capital Assets — This consists of capital assets, net of
accumulated depreciation, less the outstanding balances of any bonds, mortgages,
notes or other borrowings that are attributable to the acquisition, construction, or
improvement of those assets.

Restricted — This consists of net position that is legally restricted by outside parties
or by law through constitutional provisions or enabling legislation. When both
restricted and unrestricted resources are available for use, generally it is the
Agency'’s policy to use restricted resources first, then unrestricted resources when
they are needed. The Agency does not have any restricted net position at April 30,
2017.



Broadview Westchester Joint Water Agency, lllinois
Notes to the Financial Statements (cont'd)

Summary of Significant Accounting Policies (cont’d)

E. Assets/Deferred Outflows, Liabilities/Deferred Inflows and Net Position or Equity
(cont'd)

6. Net Position (cont'd)

Unrestricted — This consists of net position that does not meet the definition of
“restricted” or “net investment in capital assets.”

Use of Estimates

The preparation of financial statements 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.

Water Supply Contract

The Agency has a water supply contract with the City of Chicago (the “City”) to
purchase Lake Michigan water from the City for resale to members and customers
located within the corporate limits of the Agency. Quantities purchased are limited
by a state allocation plan (State Opinion and Order Number LMO 99-3, as amended
from time to time). The rates charged by the City are determined by City ordinance
(currently $2.50 per 1,000 gallons). The Agency sets its own rates for sale of the
water to its members and customers. The Agency is responsible for the
maintenance of the water system.

9. Significant Customers

The Agency recognized revenue from the following members and significant
customers during the fiscal year ended April 30, 2017:

Member/Significant Customer Revenues Percentage
Village of Westchester $ 2,162,297 37.12%
Village of Broadview 2,042,616 35.06%
Loyola Hospital 1,011,640 17.36%
U.S. Veterans Administration 554,940 9.52%
Madden Zone Center 54,706 0.94%

-10 -



Broadview Westchester Joint Water Agency, lllinois
Notes to the Financial Statements (cont'd)

Stewardship, Compliance and Accountability

Budgets are adopted on a basis consistent with the modified accrual basis of accounting in
that depreciation expense is not budgeted, and principal payments on long term debt are
budgeted as an expense. The Agency shall operate within a balanced budget in each fiscal
year. Not later than forty-five (45) days before the end of each fiscal year, the Finance
Director must submit to the Board the proposed balanced budget for the next fiscal year.
“Balanced budget” means, with respect to a fiscal year, a budget in each case approved by
the Board in which (i) the amount of projected revenues and the amount of projected
expenses are equal, and (ii) any prior year encumbrance is reflected in such budget as an
expense which is offset by a corresponding prior year fund balance relating to such expense
included in such budget.

Detailed Notes for All Activities and Fund Types
A. Deposits and Investments

Permitted Deposits and Investments — Statutes authorize the Agency to make
deposits/invest in commercial banks, savings and loan institutions, obligations of the
U.S. Treasury and U.S. agencies, obligations of states and their political subdivisions,
credit union shares, repurchase agreements, commercial paper rated within the three
highest classifications by at least two standard rating services, and the lllinois Funds and
lllinois Metropolitan Investment Fund investment pools.

lllinois Funds is an investment pool management by the lllinois Public Treasurer’'s Office,
which allows governments within the state to pool their funds for investment purposes.
Although not registered with the SEC, lllinois Funds does operate in a manner consistent
with Rule 2a7 of the Investment Company Act of 1940.

The lllinois Metropolitan Investment Fund (IMET) is a non-for-profit investment trust
formed pursuant to the lllinois Municipal Code. IMET is managed by a Board of
Trustees elected from the participating members. IMET is not registered with the SEC
as an investment company.

Both the Agency’s investment in the lllinois Funds and lllinois Metropolitan Investment

Convenience Fund meets the criteria contained in GASB Statement No. 79, Certain
Investment Pools and Pool Participants.

-11 -



Broadview Westchester Joint Water Agency, lllinois
Notes to the Financial Statements (cont'd)

lll. Detailed Notes for All Activities and Fund Types (cont'd)
A. Deposits and Investments (cont'd)

Interest Rate Risk — This is the risk that changes in the market interest rates will
adversely affect the fair value of an investment. Generally, the longer the maturity of an
investment, the greater the sensitivity of its fair value to changes in market interest rates.
The Agency invests its funds in a manner which will provide the highest investment return
with the maximum security while meeting the daily cash flow demands of the Agency and
conforming to all state and local statutes governing the investment of public funds, using
the “prudent person” standard for managing the overall portfolio. The primary objectives
of the Agency are, in order of priority, legality, safety of principal, liquidity, and rate of
return. The Agency’s investment in the lllinois Funds has an average maturity of less than
one year and the Agency’s investment in IMET has an average maturity of one to five
years.

Credit Risk — Generally, credit risk is the risk that an issuer of a debt-type instrument
will not fulfill its obligation to the holder of the investment. This is measured by
assignment of a rating by a nationally recognized rating organization. The Agency limits
its exposure to credit risk by primarily investing in fully insured certificates of deposit and
external investment pools. The Agency’s investments in the lllinois Funds is rated AAAM
by Standard & Poor’'s and the Agency’s investment in the lllinois Metropolitan Investment
Fund is not rated and the 1-3 Year Fund is rated Aaa by Moody's. The Agency’'s
investment in certificates of deposit are not rated.

Custodial Credit Risk — For deposits, this is the risk that, in the event of a bank failure,
a government will not be able to recover its deposits. The Agency does not have a
formal investment policy regarding custodial credit risk for deposits. At year end, the entire
bank balance was covered by collateral, federal depository or equivalent insurance.

For an investment, this is the risk that, in the event of the failure of the counterparty, the
Agency will not be able to recover the value of its investments or collateral securities that
are in the possession of an outside party. The Agency does not have a formal investment
policy regarding custodial credit risk for investments. At April 30, 2017, the Agency’s
investment in the lllinois Funds and IMET funds are not subject to custodial credit risk.

Concentration of Credit Risk — This is the risk of loss attributed to the magnitude of the

Agency’s investment in a single issuer. The Agency has a high percentage of its
investments invested in one type of investment. At April 30, 2017, the Agency has over
5% of cash and investments invested in lllinois Funds.

-12 -



Broadview Westchester Joint Water Agency, lllinois
Notes to the Financial Statements (cont'd)

lll. Detailed Notes for All Activities and Fund Types (cont'd)
A. Deposits and Investments (cont'd)

The following table presents the investments and maturities of the Agency’s debt
securities as of April 30, 2017:

Investment Maturities (In Years)

More Than
Investment Type Fair Value Less Than 1 1-5 6-10 10
Certificates of
deposit $ 2023505 $ 1,471,543  $ 489,893 $ - $

The Village had the following recurring fair value measurements at April 30, 2017:

Investment Type Fair Value Level 1 Level 2 Level 3

Certificates of
deposit $ 2,023,505 $ - $ 2,023,505 $

B. Accounts Receivable

At April 30, 2017, the Agency has the following amounts receivable from member

agencies:
Member Amount
Village of Broadview $ 391,723
Village of Westchester 402,234
$ 793,957

At April 30, 2017, the Agency has the following amounts receivable from customers:

Member Amount
U.S. Veterans Administration $ 243,276
Loyola Hospital 164,563
Madden Zone Center 7,202
$ 415,041
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Broadview Westchester Joint Water Agency, lllinois
Notes to the Financial Statements (cont'd)

lll. Detailed Notes for All Activities and Fund Types (cont'd)
C. Capital Assets

Capital asset activity for the year ended April 30, 2017, was as follows:

Balance Balance
May 1 Additions Deletions April 30
Capital assets not being
depreciated:
Land $ 588,155 $ - $ - 3% 588,155
Construction in progress 18,237 - - 18,237
606,392 - - 606,392
Capital assets being depreciated:
Infrastructure 3,396,531 - - 3,396,531
Buildings 4,978,968 - - 4,978,968
Machinery and equipment 129,573 - - 129,573
Land improvements 34,108 - - 34,108
8,539,180 - - 8,539,180
Less accumulated depreciation
for:
Infrastructure 2,512,425 31,234 - 2,543,659
Buildings 498,244 97,913 - 596,157
Machinery and equipment 60,685 7,132 - 67,817
Land improvements 20,140 1,345 - 21,485
3,091,494 137,624 - 3,229,118
Total capital assets being
depreciated, net 5,447,686 (137,624) - 5,310,062
Governmental activities capital
assets, net $ 6,054,078 $ (137,624) $ - $ 5,916,454
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Broadview Westchester Joint Water Agency, lllinois

Notes to the Financial Statements (cont'd)

lll. Detailed Notes for All Activities and Fund Types (cont'd)
D. Noncurrent Liabilities

A summary of changes in long-term debt follows:

Balance, Balance,
May 1, 2016 Additions Deletions April 30, 2017
Loan payable $ 3,761,627 $ - $ 165337 $ 3,596,290
Net pension liability 33,248 - 6,608 26,640
$ 3,794,875 $ - $ 171945 $ 3,622,930

The Agency has entered into loan agreements with the lllinois Environmental Protection
Agency (IEPA) to provide low-interest financing for capital improvements. IEPA loans
currently outstanding are due in semi-annual installments of $125,361 including interest
at 2.50% through August 6, 2034. Future principal and interest payments under the loan

agreement are as follows:

Fiscal Year End Principal Interest Totals
2018 $ 169,153 $ 81,570 $ 250,723
2019 173,058 77,665 250,723
2020 177,052 73,671 250,723
2021 181,139 69,584 250,723
2022 185,320 65,403 250,723

2023 — 2027 992,769 260,846 1,253,615
2028 — 2032 1,112,756 140,859 1,253,615
2033 - 2034 605,043 20,968 626,011

$ 3,596,290 $ 790,566 $ 4,386,856
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Broadview Westchester Joint Water Agency, lllinois
Notes to the Financial Statements (cont'd)

IV. Other Information
A. Risk Management

The Agency is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; natural disasters; and injuries to the Agency’s
employees. These risks are covered by commercial insurance. There has been no
significant reduction in coverage in any program from coverage in the prior year. For all
programs, settlement amounts have not exceeded insurance coverage for last three
years.

B. Employee Retirement Plan
General Information About the Pension Plan

Plan Description — The Agency’s defined benefit pension plan, the lllinois Municipal
Retirement Fund (IMRF), provides pensions for all full-time employees. IMRF is an
agent multiple-employer public employee retirement system that acts as a common
investment and administrative agent for local governments and school districts in
lllinois. The types of benefits, benefit levels, employee contributions, and employer
contributions are governed by lllinois Compiled Statutes and can only be amended
by the lllinois General Assembly. IMRF issues a publicly available financial report
that includes financial statements and required supplementary information (RSI).
That report may be obtained on-line at www.imrf.org.

At December 31, 2016, the IMRF Plan membership consisted of:

Retirees and beneficiaries 2
Inactive, non-retired members 1
Active members 3

Total 6
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Broadview Westchester Joint Water Agency, lllinois
Notes to the Financial Statements (cont'd)

IV. Other Information (cont'd)

B. Employee Retirement Plan (cont’d)
General Information About the Pension Plan (cont’d)

Benefits Provided — IMRF provides retirement and disability benefits, post-
retirement increases, and death benefits to plan members and beneficiaries. All
employees hired in positions that meet or exceed the prescribed annual hourly
standard must be enrolled in IMRF as patrticipating members. Participating members
hired before January 1, 2011, who retire at or after age 60 with 8 years of service, or
at or after age 55 with 35 or more years of service, are entitled to an annual
retirement benefit, payable monthly for life, in an amount equal to 1-2/3 percent of
their final rate (average of the highest 48 consecutive months' earnings during the
last 10 years) of earnings, for each year of credited service up to 15 years, and 2
percent of each year thereafter. Employees with at least 8 years of service may
retire at or after age 55, and receive a reduced benefit. For participating members
hired on or after January 1, 2011, who retire at or after age 67 with 10 years of
service, or at or after age 62 with 35 or more years of service, are entitled to an
annual retirement benefit, payable monthly for life in an amount equal to 1-2/3
percent of their final rate (average of the highest 96 consecutive months' earnings
during the last 10 years) of earnings, for each year of credited service, with a
maximum salary cap of $111,572 and $112,408 at January 1, 2016 and 2017,
respectively. The maximum salary cap increases each year thereafter. The monthly
pension of a member hired on or after January 1, 2011, shall be increased annually,
following the later of the first anniversary date of retirement or the month following
the attainment of age 62, by the lesser of 3% or ¥ of the consumer price index.
Employees with at least 10 years of credited service may retire at or after age 62 and
receive a reduced benefit. IMRF also provides death and disability benefits.

Contributions — Employees participating in the plan are required to contribute 4.50
percent of their annual covered salary to IMRF. The employees' contribution rate is
established by state statute. The Agency is required to contribute the remaining
amount necessary to fund the IMRF plan as specified by statute. The employer
contribution and annual required contribution rate for calendar years 2017 and 2016,
was 8.04 and 8.31 percent, respectively. The Agency’s contribution to the plan
totaled $16,474 in the fiscal year ended April 30, 2017, which was equal to its annual
required contribution.
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Broadview Westchester Joint Water Agency, lllinois
Notes to the Financial Statements (cont'd)

IV. Other Information (cont'd)
B. Employee Retirement Plan (cont'd)
Net Pension Liability

The Agency’s net pension liability was measured as of December 31, 2016, and the
total pension liability used to calculate the net pension liability was determined by an
actuarial valuation as of that date.

Actuarial Valuation and Assumptions — The actuarial assumptions used in the
December 31, 2016, valuation were based on an actuarial experience study for the
period January 1, 2011 — December 31, 2013, using the entry age normal actuarial
cost method. The total pension liability in the December 31, 2016, actuarial valuation
was determined using the following actuarial assumptions, applied to all periods
included in the measurement:

Inflation 2.75%
Salary increases 3.75% to 14.5%
Investment rate of return 7.50%
Post-retirement benefit increase:
Tier 1 3.0%-simple
Tier 2 lesser of 3.0%-simple or ¥ increase in CPI

The actuarial value of IMRF assets was determined using techniques that spread the
effects of short-term volatility in the market value of investments over a five-year
period with a 20% corridor between the actuarial and market value of assets. IMRF's
unfunded actuarial accrued liability is being amortized as a level percentage of
projected payroll on a closed 27-year basis.

Mortality Rates — For non-disabled lives, an IMRF specific mortality table was used
with fully generational projection scale MP-2014 (base year 2012). The IMRF
specific rates were developed from the RP-2014 Blue Collar Health Annuitant
Mortality Table with adjustments to match current IMRF projection experience. For
disabled retirees, an IMRF specific mortality table was used with fully generational
scale MP-2014 (base year 2012). The IMRF specific rates were developed from the
RP-2014 Disabled Retirees Mortality Table applying the same adjustment that was
applied for disabled lives. For active members, an IMRF specific mortality table was
used with fully generational projection scale MP-2014 (base year 2012). The IMRF
specific rates were developed from the RP-2014 Employee Mortality Table with
adjustments to match current IMRF experience.
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Broadview Westchester Joint Water Agency, lllinois
Notes to the Financial Statements (cont'd)

IV. Other Information (cont'd)
B. Employee Retirement Plan (cont'd)
Net Pension Liability (cont'd)

Long-term Expected Rate of Return — The long-term expected rate of return is the
expected return to be earned over the entire trust portfolio based on the asset
allocation of the portfolio, using best-estimate ranges of expected future real rates of
return (expected returns, net of pension plan investment expense and inflation)
developed for each major asset class. The target allocation and best estimates of
arithmetic real rates of return for each major asset class are summarized in the

following table:

Target Long-term Expected

Asset Class Allocation Real Rate of Return
Equities 38% 6.85%
International equities 17% 6.75%
Fixed income 27% 3.00%
Real estate 8% 5.75%

Alternatives: 9%

Private equity 7.35%
Hedge funds 5.25%
Commaodities 2.65%
Cash equivalents 1% 2.25%

Discount Rate — The discount rate used to measure the total pension liability was
7.50%. The projection of cash flows, done for the next 100 years, used to determine
the discount rate assumed that employee contributions will be made at the current
contribution rate and that the Agency’s contributions will be made at rates equal to
the difference between actuarially determined contribution rates and the employee
rate. Based on those assumptions, the pension plan's fiduciary net position was
projected to be available to make all projected future benefit payments of current
plan members. Therefore, the long-term expected rate of return on pension plan
investments (7.50%) was applied to all periods of projected benefit payments to
determine the total pension liability.
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Broadview Westchester Joint Water Agency, lllinois
Notes to the Financial Statements (cont'd)

IV. Other Information (cont'd)
B. Employee Retirement Plan (cont'd)

Changes in Net Pension Liability

Total Plan Net Pension
Pension Fiduciary (Asset)
Liability Net Position Liability
Balances 12/31/15 $ 269,087 $ 235,839 $ 33,248
Changes for the year:
Service cost 19,733 - 19,733
Interest 20,645 - 20,645
Differences between
expected and actual
experience (6,203) - (6,203)
Changes in assumptions - - -
Contributions — employer - 16,440 (16,440)
Contributions - employee - 8,903 (8,903)
Net investment income - 16,446 (16,446)

Benefit payments,

including refunds of

employee contributions (7,384) (7,384) -
Other changes - (1,006) 1,006

Balances 12/31/16 $ 295,878 $ 269,238 $ 26,640

Discount Rate Sensitivity — The following presents the net pension liability of the
Agency, calculated using the discount rate of 7.50%, as well as what the Agency’s
net pension liability would be if it were calculated using a discount rate that is one
percentage point higher or lower than the current rate:

Current
1% Decrease Discount Rate 1% Increase
(6.50%) (7.50%) (8.50%)
Net pension (asset)
liability $ 73,168 $ 26,640 $ (11,093)
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Broadview Westchester Joint Water Agency, lllinois
Notes to the Financial Statements (cont'd)

IV. Other Information (cont'd)
B. Employee Retirement Plan (cont'd)
Changes in Net Pension Liability (cont'd)

Pension Plan Fiduciary Net Position — Detailed information about the pension
plan’s fiduciary net position is available in the separately issued IMRF financial
report.

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

For the year ended April 30, 2017, the Agency recognized pension expense of
$17,778 in the government-wide financial statements. At April 30, 2017, the Agency
reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:

Deferred Deferred Net Deferred
Outflows of Inflows of Outflows of
Resources Resources Resources

Differences between expected

and actual experience $ 5,026 $ 5,202 $ (176)
Net difference between projected

and actual earnings on pension

plan investments 10,500 - 10,500

Sub-total 15,526 5,202 10,324

Contributions made subsequent to
the measurement date 5,594 - 5,594

Total $ 21,120 $ 5,202 $ 15,918
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Broadview Westchester Joint Water Agency, lllinois
Notes to the Financial Statements (cont'd)

IV. Other Information (cont'd)
B. Employee Retirement Plan (cont'd)

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions (cont'd)

Amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions will be recognized in pension expense as follows:

Year Ending April 30,

2018 $ 3,621
2019 3,621
2020 3,622
2021 620
2022 (963)
2023 (197)
Total $ 10,324

C. Other Post-Employment Benefits

The Agency has evaluated its potential other post-employment benefits liability. The
Agency provides continued health insurance coverage at the active employer rate to all
eligible employees in accordance with lllinois statutes, which creates an implicit subsidy
of retiree health insurance. Former employees who choose to retain their rights to
health insurance through the Agency are required to pay 100% of the current premium.
However, no former employees have chosen to stay in the Agency’s health insurance
plan. There has been 0% utilization and, therefore, no implicit subsidy to calculate in
accordance with GASB Statement No. 45, Accounting and Financial Reporting by
Employers for Post-Employment Benefits Other Than Pensions. Additionally, the
Agency had no former employees for which the Agency was providing any explicit
subsidy and no current employees with agreements for future explicit subsidies upon
retirements. Therefore, the Agency has not recorded any post-employment benefit
liability as of April 30, 2017.
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Broadview Westchester Joint Water Agency, lllinois
[llinois Municipal Retirement Fund
Required Supplementary Information -

Multiyear Schedule of Changes in Net Pension Liability and Related Ratios

Last Ten Calendar Years*

2016 2015
Total pension liability:
Service cost $ 19,733 22,091
Interest on the total pension liability 20,645 17,729
Benefit changes - -
Difference between expected and actual changes (6,203) 7,520
Assumption changes - -
Benefit payments and refunds (7,384) (7,195)
Net change in total pension liability 26,791 40,145
Total pension liability - beginning 269,087 228,942
Total pension liability - ending $ 295,878 269,087
Plan fiduciary net position:
Employer contributions $ 16,440 46,302
Employee contributions 8,903 8,982
Pension plan net investment income 16,446 1,092
Benefit payments and refunds (7,384) (7,195)
Other (1,006) (7,603)
Net change in plan fiduciary net position 33,399 41,578
Plan fiduciary net position - beginning 235,839 194,261
Plan fiduciary net position - ending $ 269,238 235,839
Net pension liability $ 26,640 33,248
Plan fiduciary net position as a percentage of total pension liability 91.00% 87.64%
Covered valuation payroll $ 197,836 199,608
Net pension liability as a percentage of covered valuation payroll 13.47% 16.66%

* The Agency adopted GASB 68 in the prior year and will build ten-year history prospectively.

See independent auditor's report.

- 23 -



Broadview Westchester Joint Water Agency, lllinois
[llinois Municipal Retirement Fund
Required Supplementary Information -
Multiyear Schedule of Contributions - Last 10 Fiscal Years*

April 30, 2017
Actual Contribution
Fiscal Year Actuarially Contribution Covered as a Percentage
Ended Determined Actual Deficiency Valuation of Covered
April 30, Contribution Contribution (Excess) Payroll Valuation Payroll
2017 $ 16,474 $ 16,474 $ - $ 200,499 8.22 %
2016 21,039 21,039 - 199,608 10.54

Notes to Required Supplementary Information:

Actuarial Cost Method
Amortization Method
Remaining Amortization Period
Asset Valuation Method
Inflation

Salary Increases

Investment Rate of Return
Retirement Age

Mortality

* The Agency adopted GASB 68 in the prior year and will build ten-year history prospectively.

See independent auditor's report.

Aggregate Entry Age Normal

Level % of Pay (Closed)

27 Years

5-Year Smoothed Market; 20% Corridor
3.50%

3.75% to 14.50% Including Inflation

7.5%

See the Notes to the Financial Statements
See the Notes to the Financial Statements
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Broadview Westchester Joint Water Agency, lllinois
Schedule of Operating Expenses - Budget and Actual
For the Year Ended April 30, 2017

Salaries and benefits:
Salaries
Employee benefits:
FICA
Unemployment taxes
IMRF
Health/life insurance

Total salaries and benefits

Operations:
Water purchases

Utilities:
Electric
Cell phone
Telephone
Heating - 10th Avenue
Heating - Cuyler Avenue

Total utilities

Professional fees:
Legal fees
Accounting fees
Auditing fees
Engineering fees

Total professional fees

Repairs and maintenance:
Vehicles repairs/replacement
Laboratory test fees
Chlorine
Cleaning and paint supplies
Equipment repairs/replacement
Small tools and spare parts

(cont'd)
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Positive
Original Final (Negative)
Budget Budget Actual Variance
$ 206,750 $ 206,750 $ 229,925 $ (23,175)
15,000 15,000 14,258 742
1,500 1,500 723 777
25,000 25,000 33,299 (8,299)
70,825 70,825 60,324 10,501
319,075 319,075 338,529 (19,454)
5,190,267 5,190,267 4,759,607 430,660
70,000 70,000 60,122 9,878
4,500 4,500 3,614 886
9,700 9,700 6,119 3,581
5,000 5,000 2,915 2,085
1,500 1,500 919 581
90,700 90,700 73,689 17,011
42,500 42,500 32,791 9,709
16,800 16,800 15,600 1,200
11,000 11,000 10,050 950
22,500 22,500 5,134 17,366
92,800 92,800 63,575 29,225
5,500 6,000 4,675 1,325
1,200 1,200 549 651
4,500 4,500 2,197 2,303
1,000 1,000 552 448
44,000 44,000 11,393 32,607
750 750 304 446



Broadview Westchester Joint Water Agency, lllinois
Schedule of Operating Expenses - Budget and Actual
For the Year Ended April 30, 2017

Operations (cont'd):
Repairs and maintenance (cont'd):

Building repair and maintenance
Landscaping fees
Pump station repairs/replacement
Water main repairs
Transmission valve service
and repair
Cross connect repairs
Calibration and testing
Meter repair/replacement
10th Avenue design

Total repairs and
maintenance

Other:

Internet/website

Office supplies

Payroll expense
Subscriptions/publications
Uniform expense
Recording secretary
Bank service charges
Regular meeting expense
Postage and delivery
Dues

General liability insurance
Workers' comp insurance
Educational training
Miscellaneous

Total other

Total operations

Depreciation

Total operating expenses

See independent auditor's report.

Positive

Original Final (Negative)

Budget Budget Actual Variance
$ 6,500 $ 6,500 $ 6,931 $ (431)
4,000 4,000 3,776 224
25,000 25,000 7,436 17,564
50,000 50,000 - 50,000
450,000 450,000 6,917 443,083
6,000 6,000 163 5,837
4,000 4,000 3,250 750
10,000 10,000 79,526 (69,526)
- - 14,810 (14,810)
612,450 612,950 142,479 470,471
4,000 4,000 3,989 11
2,500 2,500 2,414 86
500 500 137 363
2,700 2,700 1,686 1,014
1,500 1,500 1,133 367
3,000 3,000 3,000 -
1,000 1,000 652 348
1,300 1,300 1,182 118
275 275 - 275
400 400 166 234
31,000 31,000 29,720 1,280
10,500 10,500 8,891 1,609
2,000 2,000 96 1,904
1,500 1,000 - 1,000
62,175 61,675 53,066 8,609
6,048,392 6,048,392 5,092,416 955,976
- - 137,624 (137,624)
$ 6,367,467 $ 6,367,467 $ 5,568,569 $ 798,898
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Broadview Westchester Joint Water Agency, lllinois
Long-Term Debt Requirements - IEPA Loan of 2010

April 30, 2017
Date of Issue June 10, 2010
Date of Maturity August 6, 2034
Authorized Issue $ 4,003,169
Interest Rate 2.50%
Interest Dates August 6 and February 6
Principal Maturity Date August 6 and February 6
Payable At lllinois Environmental Protection Agency

CURRENT AND LONG-TERM PRINCIPAL AND INTEREST REQUIREMENTS

Fiscal

Year Principal Interest Total
2018 $ 169,153 $ 81,570 $ 250,723
2019 173,058 77,665 250,723
2020 177,052 73,671 250,723
2021 181,139 69,584 250,723
2022 185,320 65,403 250,723
2023 189,597 61,126 250,723
2024 193,974 56,749 250,723
2025 198,450 52,273 250,723
2026 203,031 47,692 250,723
2027 207,717 43,006 250,723
2028 212,512 38,211 250,723
2029 217,417 33,306 250,723
2030 222,435 28,288 250,723
2031 227,570 23,153 250,723
2032 232,822 17,901 250,723
2033 238,197 12,526 250,723
2034 243,694 7,029 250,723
2035 123,152 1,413 124,565

$ 3,596,290 $ 790,566 $ 4,386,856

See independent auditor's report.
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