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INTRODUCTORY
SECTION

; 20 20, .
A nearly complete Stage | of the McCook Reservoir, one of three reservoirs in the MWRD's TARP system,
is seen in this aerial photo from August 2017. Completed at the end of 2017, McCook Reservoir Stage 1
has the capacity to contain 3.5 billion gallons.
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Metropolitan Water Reclamation District of Greater Chicago

Board of Commissioners and Principal Officers

Board of Commissioners:

Honorable Mariyana T. Spyropoulos, President
Honorable Barbara J. McGowan, Vice President
Honorable Frank Avila, Chairman, Committee on Finance
Honorable Timothy Bradford
Honorable Martin J. Durkan
Honorable Josina Morita
Honorable Debra Shore
Honorable Kari K. Steele
Honorable David J. Walsh

Principal Officers:
David St. Pierre, Executive Director
Mary Ann Boyle, Treasurer
Allison Fore, Public and Intergovernmental Aftairs Ofticer
Darlene A. LoCascio, Director of Procurement and Materials Management
Eileen M. McElligott, Administrative Services Officer
Susan T. Morakalis, General Counsel
John P. Murray, Director of Maintenance and Operations
Catherine A. O’Connor, Director of Engincering
Edward W. Podczerwinski, Dircctor of Monitoring and Research
Beverly K. Sanders, Director of Human Resources
John H. Sudduth, Director of Information Technology
Jacqueline Torres, Clerk/Director of Finance

Main Office
100 East Erie Street
Chicago, Illinois 60611
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Metropolitan Water Reclamation District of Greater Chicago
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Metropolitan Water Reclamation Distriet of Greater Chicago

President’s Annual Message 2017

Over the past three years as president of the Metropolitén Water
'Reclamation Districtof Greater Chicago (MWRD)Board of Commissioners,
| have had the pleasure of watching the MWRD exceed expectations
in improving our environment. During that time, we have taken major
steps toward fulfilling our vision statement of “Recovering Resources,
Transforming Water.” Certainly the pinnacle of these 2017 achievements is
the opening of the McCook Reservoir Stage |, the last of three reservoirs
constructed to protect the area waterways from pollution and mitigate
flooding. When completed, this reservoir will be the largest of its kind in

the world, providing 10 billion gallons of storage. Here is the annual review

of other significant accomplishments this year.

Mariyana T. Spyropoulos
President of the Board of Commissioners

We had an award winning year

The Water Environment Federation (WEF) honored our work
by bestowing us with three major awards at the world's largest
annual water qualty event, the Water Environment Federation
Technical Exhibition and Conference (WEFTEC). The MWRD
received two awards both for the completion of the Calumet
System of the Tunnel and Reservorr Plan (TARP), as well as a
Project Exccllence Award for the completion of the nutrient
recovery facility at our Stickney WRP. The nutrnient recovery
facihity transformed the largest water reclamation facility in the
world into a resource recovery facility.

The District received three awards for our creative use of 1.8 mil-
lion cubic yards of overburden matenals from McCook Reservoir
which created Centennial Hill After winning a statewide award
for mined land reclamation from thc linois Department of
Natural Resources (IDNR), the MWRD received the Interstate
Mining Compact Commission’'s Kenes C Bowling National Mine
Reclamation Award. The National Association of State Land
Reclamationists recognized Centenmial Hill for Best Innovation
in Mining In keeping with our efforts to recover and reuse
resources, we are proud to be reccgnized for successfully

reclaiming mined land

INTRODUCTORY SECTION 9



We were recognized by the llinois Water Environment
Association and WEF as water leaders from across the state.
| was honored to receive the Public Official Award, and the
Laboratory Analyst Award was givén to Assistant Director of
Monitoring and Research Donna Coolidge.

We received three more awards for our shared role in im-
plementing UV technology to improve water quality at our
O'Brien WRP. The awards include: the American Academy of
Environmental Engineers and Scientists 2017 Honor Award for
Design. the American Council of Engineering Companies (ACEC)
National Recognition Award; and the ACEC of lllincis Honor
Award, which recognizes exceptional engineering projects that
benefit the public welfare. The O'Brien WRP uses UV technol-
ogy to disinfect water as a final layer to its treatment process to
reduce pathogenic bacteria in the water being released from the
plant into the North Shore Channel. It is considered the largest
wastewater treatment UV installation in the world.

Our flood solutions pian for Chicago’s South Side claimed the
Innovation Award from the lllinois Association for Floodplain
and Stormwater Management. The award was presented for
work on a pilot stormwater management study that focused
on urban flooding in a 17-square-mile residential area covering
portions of eight city of Chicago wards on the South Side. The
study evaluated how best to scale up green infrastructure (Gl)
within the urban landscape of Chicago to eliminate basement
backups and alleviate street flooding.

We implemented a new compost and
yard waste program

Our Monitoring & Research Department introduced two new
programs this year. This summer, we began offering exceptional
quality compost at two locations. Our compost is a product of
water treatment that improves soll quality by supplying organic
matter, improving soil structure and porosity for a better plant
root environment, and retaining nutrients longer which allows
plants to more effectively utifize them. This blend s effective.
economical and already popular with gardeners, park districts,
golf courses and landscapers. In fact, the compost had a dra-
matic effect on an unused piece of property in Frankhn Park.
turning it into a garden with 12-foot sunflowers and 18-inch corn
husks. We also provided 110 tons of compost in collaboration
with the Cook County Shenff's office, the Ford Heights Park
District, the Baseball Tomorrow Fund, Cubs Charities, James
McHugh Construction, the U S Army Corps of Engineers and
other partners to deliver a state-of-the-art baseball field in
Ford Heights. The field provides young baseball players an
opportunity to play on a local field instead of having to travel to

10 INTRODUCTORY SECTION

neighboring suburbs which previously hampered local involve-
ment. What once was a team of 10 players traveling without a
home field expanded to a league of five teams consisting of 55
11- and 12-year-olds playing ball games on their regulation-size
youth baseball field.

In September, we delivered 300 tons of compost to the Skokie
Park District for the construction of a youth soccer field that
will be unveiled next year. We have also partnered with other
municipalittes and park districts to distribute this sustainable
resource that improves soil structure and 1s beneficial to our
environment.

The second program pertains to our acceptance of yard waste
and other organic matenals to help produce the compost.
Municipalities, park districts, landscape maintenance companies,
yard waste haulers, tree trimming companies and utilities look-
Ing to unload bulk piles of woodchips are invited to participate
in the program.

We pursued water reuse

In keeping with our rescurce recovery model, the MWRD Board
of Commissioners agreed to establish an introductory price of
$1 per thousand gallons for the clean water we produce with
the flexibility to adjust the price based on market conditions.
Water reuse involves recycling treated water for beneficial pur-
poses such as agricultural and landscape irngation, industrial
processes, toilet flushing, and replenishing the ground water
basin. In addition to being harnessed, water itself is also reused
directly through the MWRD treatment process Every day, 15.1
million gallons are reused in pipeline flushing, blower motor
cooling, post-centrifuge centrate flushing and tank cleaning.
When used appropriately, recycled water can satisfy many water
demands while presenting financial savings and promoting
water conservation by decreasing the diversion of water from
sensitive water bodies like Lake Michigan. We are exploring
partnerships and different oppbrturnties to ensure this water
can find new opportunities which will, in turn. strengthen our
role as stewards of our water environment

We continued restoring the canopy

We continued our popular program. Restore the Canopy- Plant
a Tree, designed to help Cook County and its residents rmanage
an increasing load of stormwater and replace the tree canopy
that has been devastated by the emerald ash borer and severe
weather Besides greening our communities, the trees assist in
stormwater management by absorbing stormwater and lessen-
ing the load to our sewer systems. {'m pleased to report that
since the program started in mid-2016 we have distnbuted more



A ribbon cutting ceremony to mark 1

he completion of the 3.5 billion gallon McCook Reservoir Stage 1 was held December 4, 2017,

Stage | 1s estimated to provide $114 million per year in flood reduction benefits to 3.1 million people in Chicago and 36 other
communities When McCook Reservoir Stage Il is completed, the reservoir will have a total storage capacity of 10 billion gallons
and deliver an estimated total of $143 million per year in flood reduction benefits.

than 42,000 saplings. To aid in this effort, the MWRD partners
with dozens of municipalities, schools, and community groups
to distnbute the trees.

We continued our partnership with
the Space to Grow program

Our award winning Space to Grow program gained widespread
national recognition when the US Water Alliance acknowledged
this partnership for its ability to maximize environmental and
community benefits through the transformation of local school-
yards. The collaborative program converts Chicago schoolyards
into community spaces for physical activity, outdoor learning.
environmental literacy and engagement with art, while also
addressing neighborhood flooding 1ssues
a wital purpose in educating school communities about the

The projects serve

value of green infrasiructure. Our engineers are sharing their
design expertise in planning for the next five schools to be built
in 2018 The Space to Grow program was highhghted in the
national bricfing paper, "An Equitable Water Future,” as a case
study that exemplified how water infrastructure investments

can lead to neighborhood revitalization. The Space to Grow
project was named one of the Top Projects for 2017 by Storm
Water Solutions magazine.

We hosted two diversity outreach

vendor fairs

To expand and maximize business opportunities for local
(MBE),
Enterprises (WBE) and Small Business Enterprises {SBE), we

Minority Business Enterprises Women Business
welcomed hundreds of contractors, consultants, subcontrac-
tors and potential vendors during two vendor outreach fairs
Participants met with MWRD officials and other firms to learn
how to register as a vendor and secure work opportunities with
contractors and the MWRD.

We began acceepting liguid waste

for enhanced biological phosphorus
removal (EBPR)

We began removing and recovernng phosphorous from our
treated water in May. the MWRD began accepting liquid waste

INTRODUCTORY SECTION 11



fromlocal breweries as well as sugary and starchy liquid wastes.
What makes thus waste speciai for the EBPR process is the readily
biodegradable carbon that serves as food for the phosphorus
accumulating organisms that work under anaerobic and aerobic
conditions in the secondary treatment.

We helped launch Overtlow Action
Days S

We joined the Friends of the Chicago River in launching the
Overflow Action Days initiative to educate area residents to
use less water at home when weather forecasts predict sig-
nificant rain, thus giving sewers more capacity to handle rain
and improving our water environment. Overflow Action alerts
remind people to conserve water before and during rain events.
Actions such as delaying showers or reducing their duration,
flushing less, and waiting to run the dishwasher can help reduce
the amount of water in the sewer system. If our residents keep
water from entering the water treatment system, there will be
more space In the sewers to accommodate rain water and our
waterways will be cleaner. We were reminded throughout the
year of the importance of conserving water at home after several
significant rain events impacted our region.

We celebrated

We believe in paying tribute to significant groups and occasions
throughout the year. This year we celebrated African American
History Month by inviting a panel of former aldermen that served
under Mayor Harold Washington

During National Engineers week February 19-26, the many contri-
butions of engineers were commemorated by the MWRD Board
of Commissioners through a resolution celebrating National
Engineers Week Engineers Week provides an opportunity for
engineering professionals to extal their impact on the world and
increase public dialogue about the need for future engineers
and their work.

In March, the MWRD celebrated Women's History Month to
honor the more than 500 women employed by the MWRD
Three employees received specific recognition for contrnibutions
intheir respective fields as supervising environmental specialist.
environmental chemist, and engineering technician

As part of our annual recognition for Veteran's Day, we hon-
ored the military service of Secretary of State Jesse White and
Assistant Director ol llinois Department ol Veleran's Affairs
Harry F. Sawyer. As with alt of our men and women who serve,
we are thankful to Secretary White, Assistant Director Sawyer,
and our own district employees who served, for their sacrifice
on behalf of this country.

We educated

We participate in more than 100 community events every
year to discuss our work. In addition to prowviding tours of
the McCook Reservorr and our faciliies, commissioners and
staff give hundreds of presentations throughout the county.
This year, the MWRD facilitated WaterPalooza and an outdoor
garden construction event at Manierre Elementary School to
kick off WEFTEC 2017 in September. WaterPalooza is a fun day
of hands-on environmental activities for students and teachers.
The following day, volunteers and water experts transformed
a paved, flood-prone area into an outdoor classroom that will
also capture stormwater. MWRD coordinates this effort every
other year with other government agencies, elected officials
and water companies. Manierre School is also our Working in
the Schools (WITS) partner where MWRD staff visitonce a week
to read to students.

We held our fifth annual Sustainability Summit at the Stickney
Water Reclamation Plant (WRP) in October. This event offers
local governmentleaders, park districts, landscapers and others
to learn about our initiatives, specifically our biosolids and new
compost program.

In pursuit of our ongoing goal of providing safer and cleaner wa-
terways, the MWRD set up permanent collection boxes for safe
disposal for unused and expired medication at four locations.
We also continue to partner with the U.S. Drug Enforcement
Agency’s National Prescription Drug Take Back Days.

MWRD produced a new brochure entitled “A healthy waterway
begins with you: A Guide to Water Wellness.' Readers are en-
couraged to consider how they can make lifestyle modifications
that will result in fewer contaminants entering the waterways.
Commissioner Timothy Bradford

Passes '

Commissioner Timothy Bradford passed away suddenly on
December 1. Tim was not only a colleague, buta mentor. a con-
fidant, an entertainer, and most importantly, a dear friend. He
was larger than Iife, and his passing has left our Board shocked
and saddened Timwas a proud man He was proud of his family,
proud of his work in the community, proud of the help he was
able to give to so many people throughout his life. And we, the
Metropolitan Water Reclamation District, are so very proud to
be able to claim him as one of our own Tim. we love you, we
miss you, and we promise to carry on the important work you
did for the people of Cook County

b
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Metropolitan Water Reclamation District of Greater Chicago

Multi-Year Awards

1975-2016
Government Finance Officers Association of the United States and Canada
Certificate of Achievement for Excellence in Financial Reporting/Comprehensive Annual Financral Report

1993-2016
Government Finance Officers Association of the United States and Canada
Certificate of Achievement for Excellence in Financial Reporting Award
for Retivement Fund s Comprehensive Annual Financial Report

1985-2017
Government Finance Officers Assocdiation of the Umited States and Canada
Avard for Distimguished Budget Presentation

2007-2016
Government Finance Officers Association of the United States and Canada
Certificate of Achievement for Excellence in Financial Reporting Award
for the Retiree Health Care Trust Fund'’s Comprehensive Annual Financial Report

Individual Year Awards (partial listing)

2014
Academy of Interactive and Visual Arts
The Interacnve Multimedia Communicator Award for “National Save for Retirement Week Campaign ™

Center for Active Design
Excellence Award (Honorable Mention) for the Space to Grow program, a collaboration between the District.
Chicago Public School Systems, and the City of Chicago Department of Water Munagement. Space to Grow
was the only submission from Chicago to be recognized Fellow award recipients span the globe.

[llinois Association for Floodplain and Stormwatcr Management
Sustainability dward for the Space to Grow program
Sor the redevelopment of four school properties using a variety of Best Management Practices for creating green space

National Association of Clean Water Agencics, formerly known as Association of Metropolitan Scewerage Agencies
Excellence in Management Platinum Award for excellence m utility management and successful implementation of programs
that address the range of management challenges fucing public wastewater utilities in today s competiive environment

National Physical Plan Alliance
Champion Award for the Space to Grow program for the colluborative efforts of the District, Chicago Public Schools,
and the Department of Water Management in transforming Chicago s underused and outdated schoolvards
into vibrant outdoor spaces that benefit students, communitics and the environnient

United States Green Building Council
Emerald Award for the Space 10 Grow Program in the Chapter Mission category
recognizes the impact collaborations can have m building better, brighter, and healthier spaces to live. learn and work

2015
Chatham Business Association
Partner Award

Construction Industry Service Corporation (CISCO)
Public Body of the Year
Project of the Year - Infrastructure category for.constructing the Wer Weather Treatment Facilin: and Reservoir
at the Lemont Water Reclamation Plant

Government Finance Ofticers Association of the United States and Canada
Budger document recerved owstanding in the overall category of Comnuac ations Device

United States Green Building Council
Best of Green Schools Award for Collaboration, Spuce to Grow Partnership

2016
American Infrastructure Magazine; American Pubhic Works Association: Amenican Public Works Association,
Chicago Mewtro Chapter, American Society of Civil Engtneers - Hhnois Section, Water and Wastes Digest
PUBBY Avwurd for Water Project of the Year: Thornton Composite Reservoir
Project of the Year for the Thornton Composite Rescrvour
Outstandimg Crvil Engmneering Achievement Award, Over 823 Million Categoiy. for the Thornton Composite Reservoir
Top Projects for 2006 hward
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Metropolitan Water Reclamation District of Greater Chicago

Amenican Society of Civil Enginecers - lllinois Scction
Outstanding Cival Engineering Achievement Award, Under $10 Million Category,
Sor the Busse Reservoir South Dam Modification Project

Federation of Women Contractors
Advocate of the Year Award

Friends of the Chicago River
Chicago River Blue Awards Green Ribbon Award
for Disinfection at the Calumet Water Reclamation Plamt and O Brien Water Reclamation Plant and Thornton Reservoir

Iilinois Department of Natural Resources
Hlinois Mined Land Reclumation Award in the non-coal category for the Thornton Compuosite Reservorr

Ilinois Water Environment Association
Best Presentation Award, “Biosolids Beneficial Reuse Programs: SWOT and PEST Evaluations to Ensure Sustainability ™

National Association of' Clean Water Agencies, formerly known as Association of Metropolitan Sewerage Agencies
Utility of the Future Today Recognition
NACWA Award for Compliance with National Pollutant Discharge Elimination System
Platinum Award for 25 consecutive years of full compliance for Calumet Water Reclamation Plant
Platinum sward for 20 consecutive years of full compliance for Lemont Water Reclumation Plant
Platinum Award for 12 consecutive years of full compliance for James C. Kirie Water Reclamation Plant
Platinum Award for 11 consecutive vears of full compliance for Terrence J. O 'Brien Water Reclamarion Plant
Platinum Award for 9 consecutive vears of full compliance for Hanover Park Water Reclamation Plant

National Association of Flood and Stormwater Management Agencies (NAFSMA)
Green Infrastructure Award, First Place in the Large Agency Category for the Space to Grow Program

Risk and Insurance Magazine
Honorahle Mention, Theodore Roosevelt Workers Compensation and Disability Management (TEDDY) Award competition
for excellence in safety and workers ' compensation risk management

Stormwater Solutions Magazine
Top 10 Stormwater Project for the Blue Island Green Infrastructure Project
i [ 7 1 )

2017
American Council of Engincering Companics of Illinois
Special Achievement Water Resources Award
Jor the Wescott Park Stormwater Storage Facility Project in the Village of Northbrook

Friends of the Chicago River
Clucago River Blue Awards Green Ribbon Award
Jor the Wescott Park Stormwater Storage Faciluy Project in the Village of Northbrook

Hlinois Association for Floodplain and Stormwater Management
Flood Reduction Project Award for Floodway Buyouts in the Village of Glenview

linois Department of Natural Resources
HMinois Mined Land Reclamation Award i the non-coal category for the McCook Composite Reservorr

Illinois Water Environment Association
Marivana Spvropoulos, President, 1s the reciprent of the annual Public Official of the Year award,
for significant comrihution mn the arcas of clean water legislation, public policy, government service,
or another arvea of public prommence that resulted in improvements to the water environment

Interstate Mining Compact Comnussion
Kenes C Bowling Nutional Mine Reclamation Award for the McCook Reservoir

Nauonal Institute of Governmental Purchasing 2017-2003
Outstanding Agency Acereduanon Achievement Award
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Water Environment Federation
Project Excellence Award for the Nutrient Recoverv Faciluy ar the Suckney Water Reclamation Plant
Water Qualine Improvement Award for the Calumet Tunnel and Reservour Plan
Sclroepfer Innovanve Faciuy Design Medal for the Calumer Tunnel and Rescervoun Plan
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May 11,2018
To the Citizens of the Metropolitan Water Reclamation District of Greater Chicago and to the Financial Community:

The Comprehensive Annual Financial Report (CAFR), of which this transmittal letter is a component, has been prepared
in accordance with Chapter 70, Hlinois Compiled Statutes, Act 2605/5.13, for the fiscal year ended December 31,2017,
This statute requires that the Clerk/Dircctor of Finance prepare and publish the financial statements and any other data

" necessary toreflect the true financial condition and operations of the Metropolitan Water Reclamation District of Greater
Chicago (the District) within six months of the close of each fiscal year.

The CAFR’s basic financial statements have been prepared in conformance with generally accepted accounting
principles (GAAP) in the United States of America, promulgated by the Governmental Accounting Standards Board
(GASB). In accordance with Chapter 70, Illinois Compiled Statutes, Act 2605/5.12, the District’s basic financial
statements for the period ended December 31, 2017, have been subject to an audit by independent accountants. The
unmodified opinion of RSM US LLP has been inciuded in the Financial Section of this report.

District management assumes full responsibility for the completeness and reliability of all the information presented
in this report. To provide a reasonable basis for making these representations, management of the District has established
a comprehensive internal control framework that is designed both to protect the government’s assets from loss, theft,
or misusc and to compile sulficient reliable information for the preparation of the District’s financial statements
accordance with GAAP. The cost of internal controls should not outweigh their benefits; therefore, the District’s
comprehensive framework of internal controls has been designed to provide reasonable assurance, rather than absolute
assurance, that the financial statements will be free trom material misstatement. Management understands the risks of
financial processing and has implemented procedures to cvaluate the effectiveness of these controls.  District
management and Internal Audit staft continually evaluate the internal control structure.

Both the investment community and taxpayers rely on the CAFR for basic information about the District, its past
performance, current [inancial condition. future plans, and services provided. Financial data and the facts contained
herein create an mdispensable profile for potential bond investors. Taxpayers can, with full conlidence, assess the fevel.
cfficiency, and clfectiveness of the services provided and the related costs.

GAAP requires that management provide a narrative introduction, overview, and an analysis to accompany the basic
tinancial statements in the form of a Management’s Discussion and Analysis (MD&A). This fetter of transmittal is
designed to complement the MD&A and should be read in conjunction with 1t. The District’s MD&A can be found
immediately following the independent auditor’s report.
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MISSION STATEMENT

The District will protect the health and safety of the public in its service area, protect the quality of the water supply
source ([.ake Michigan), improve the quality of water in watercourses in its servicce area, protect businesses and homes
from flood damages and manage water as a vital resource for its service arca. The District’s service arca is 882.1 square
miles ot Cook County, lHinois. The District is committed to achieving the highest standards of excellence in fulfilling
its mission.

BACKGROUND

The District was originally organized as the Sanitary District of Chicago in 1889 under an act of the Illinois General
Assembly. The enabling act was in direct response o a typhoid and cholera epidemic. The District reversed the flow
of the Chicago and Calumet River systems to divert contaminated water from Lake Michigan so it could be diluted as
it flowed downstream into the Mississippi River. Subsequently, the District built collection treatment facilities to treat
sewage in an environmentally effective manner.

The District operates primarily within the boundaries of Cook County. Although the District exercises no direct control
over wastewater collection and transmission systems maintained by citics, towns, and villages in Cook County, it does
control municipal sewer construction by permits in suburban Cook County. Furthermore, the District provides the
main sewer lines for the collection of wastewater from local sewer systems together with the treatment and disposal
thercof. Combined sewage and stormwater runoff is stored, treated, and released using District facilitics. The District
owns and operates seven water reclamation plants (WRP) and 23 pumping stations that treat an average ot 1.3 billion
gallons of wastewater each day. The Central (Stickney) WRP is the largest plant in the world. The District controls
approximately 76.1 miles of navigable waterways that serve as headwaters of the Illinois Waterway system. Stringent
federal and state standards require that the District’s wastewater treatment processes keep the waterways tree of pollution.
The District monitors industries in Cook County to assure that hazardous substances not suitable for a sewer are disposed
of in an cnvironmentally responsible way that complies with applicable laws.

The multi-anvvard winning Metropolitan Water Reclamation District of Greater Clicago is headed by the Board of
Commissioners who determme tts policies.  (Seated L to R) Fice President Barbara J. McGowan. President
Marivana T. Spyropoulos and Chairman of Finance Frank Avila (Standing L to R) David J Walsh, Kari K Stecle.
Debra Shore, Timotly Bradford, Josina Morita and Martin J. Durkan.
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REPORTING ENTITY
'
The District is governed by a nine-member Board of Commissioners, elected at large for six-year terms. The
terms are staggered so that three commissioners are clected every two years. The Exceutive Director, who is appointed
by the Board of Commissioners, manages and controls all District operations and serves as the Chief Executive Officer.

The District is a separate legal entity sharing an overlapping tax base with the City of Chicago, the Chica'go Board of
Education, the County of Cook, the Cook County Forest Preserve District, the Chicago Park District. the Chicago Public
Building Commission, the City Colleges of Chicago, and various municipalities and school districts outside the City
of Chicago but within the District’s boundarics. However, these governments do not meet the established cntum for
inclusion in the reporting entity and are therefore excluded.

Improve Water Quality

The District cost effectively collected and treated approximately 453.7 billion gallons of wastewater from businesses
and homes and captured stormwater runoff from its service area. Our performance for treating this wastewater
approaches 100 percent compliance with all applicable effluent standards at all water reclamation plants. Disinfection
technology has been implemented and placed into service at two plants using multiple cost-cffective strategies.
Chlorination/de-chlorination has been implemented at the Calumet Water Reclamation Plant and ultmvnolet technology
at the O’Brien Water Reclamation Plant,

Provide Stormwater Management

Flooding continues to be the number one issue facing the District. The Stormwater Management Programis aggressively
working to minimize flooding damage by helping communities with local flooding issues, acquiring flood-prone
properties, and partnering with municipalities or other local governments on large capital green infrastructure projects.
Since 2004 the District has distributed more than 139,800 low-cost rain barrels, and in 2017, the District distributed
more than 42,000 tree saplings as a part of the *“Restore the Canopy, Plant a Tree” initiative.

The District undertakes stormwater management projects under two phases of its Stormwater Management Program.
Phase | consists of projects identified under Detailed Watershed Plans (DWPs), which were completed in 2010. Phase
I projects address regional waterway overbank flooding and streambank stabilization concerns. The District performed
construction work on three Phase I projects in 2017, two of which were substantially completed. It is anticipated that
an additional eight Phase | projects will begin construction in 2018, The design of two Phase I projects were completed
in 2017 and are scheduled to begin construction in 2019. .

The District initiated Phase I of its Stormwater Management Program in 2013 to address local flooding problems not
necessarily involving overbank flooding. Since then, the District aceepted 40 Phasce H projects into its program in order
10 assist communities and agencics across Cook County in addressing flooding issues. Since 2014, a total of 17 shovel
ready projects were completed with partial District funding. Construction on one Phase 11 conceptual design project
will begin in 2018 while another conceptual design project may start construction later that year. The remaining 21
projects (12 conceptual and 9 shovel ready) are currently in cither preliminary, final design, or construction. It is
anticipated these projects will complete construction or start construction in 2018 and beyond.

For circumstances where a flood control project is not feasible, the District initiated a Flood-Prone Property Acquisition
Program in 2015 and has partnered with ninc local municipalities in order to remove ncarly a total of 200 structures
from the floodplain. Once all 200 properties have been removed, deed restrictions will be imposed and recorded.
requiring the properties to remain as open space into perpetuity. The municipalities will own the acquired propertics
and perform all required maintenance. In fate 2017, the District initiated another call for Flood-Prone Property projects
and will soon partner with additional municipalitics to remove more propertics from the floodplain.

On October 3, 2013, the District’s Board ot Commissioners adopted the Watershed Management Ordinance (WMO),
which replaced the Sewer Permit Ordinance and established uniform, minimum, countywide stormwater management
regulations for new development and redevelopment in Cook County. Components regulated under the WMO nclude
drainage and detention, volume control, floodplam management. solated wetland protection, riparian environment
protection, and soil erosion and sediment control. The WMO became effective on May 1, 2014, The stormwater
management regulations of the WMO serve to prevent the Hooding situation in Cook County from worsening through
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development or redevelopment. Over 1,200 WMO permits have been issued to date. Since the development of the
WMO, the District has conducted numerous training events in addition to presenting at various seminars and conferences
hosted by professional organizations.

Provide flood protection with Tunnel and Reservoir Plan and Green Infrastructure

The primary goals of TARP are as follows: protect Lake Michigan, the area’s primary source of drinking water from
polluted backflows; clean up the area’s waterways; and provide an outlet for floodwater and rainfall runoft by capturing
wastewater before it enters streams and rivers from within the District’s service area. TARP consists of 109.4 miles of
decp rock tunnels designed to capture 2.3 billion gallons of the first flush of sewage contaminated stormwater from
combined sewers which had previously flowed into the area waterways.

The flood control segment of TARP consists of three storage reservoirs to serve as outlets for combined sewer
overtlows (CSO’s). The three rescrvoirs - Gloria Alitto Majewski, Thornton, and McCook - will provide 15.2 billion
combined gallons of storage for CSO’s that otherwise would spill into local . waterways, degrading the water quality
and causing flooding. The Gloria Alitto Majewski Reservoir, the smallest of the three, was completed in 1998 at a cost
of $45 million and has prevented over 5.7 billion gallons of combined sewer overflow from entering the watcrways
and mitigated over $400 million in flood damage. The Thornton Composite Reservoir became operational in 2015
and, through the end of 2017, more than 14.4 billion gallons have been captured during 32 fill events. The first stage
of the McCook Reservoir was completed in 2017 and the second stage will be completed in 2029. The McCook
Reservoir is projected to bring $143 million per year in flood reduction benefits to its residents when fully completed.
The combined engineering, construction and land rights cost for all three reservoirs is estimated at $1.48 billion, with
the Corps and the District providing approximately $540 million and $940 million, respectively.

- d peRes 2 ./(

MWRD Commissioners display a commemorative plague that was wstalled on a large fragment of <100 million year
old dolomite limestone that was mined from the newly completed McCook Reservoir Stage 1. (L-R) Commissioner
Kart K Stecle, President Marivana 1. Spyropoulos, David J. Walsh, Martun J. Durkan, Chairman of Finance Frank
“Avila, Debra Shore and Vice President Barbara J. McGovwan
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Excavation for the

Des Plaines Dewatering
Tunnel on May 9, 2017,
which would eventually
connect to the

McCook Reservoir,

a major component of the
MWRD's Tunnel and
Reservoir Plan (TARP).

A consent decree between MWRDGC and the U.S. Department of Justice was entered into in 2014. One section of
the consent decree is designed to foster the use of green infrastructure controls to reduce the amount of stormwater that
flows into the sewer systems during a storm and requires MWRDGC to develop a Green Infrastructure Program Plan,
which was approved by the Environmental Protection Agency in 2015. In 2014, MWRDGC partnered with Chicago
Public Schools System (CPSS) and the Chicago Department of Water Management (CDWM) to incorporate stormwater
retention at four elementary schools while reconstructing substandard playgrounds under a program known as Space
to Grow. The projects serve lo educate the public on the importance of stormwater management and the value of green
infrastructure to reduce basement backup flooding. The success of this project led to MWRDGC, CPSS, and CDWM
to agree to partner on 30 more schools from 2015 through 2020. In 2015 and 2016, five more CPSS school playgrounds
were completed, and design is underway for six additional schools to be improved in 2018. The District completed
construction of a green infrastructure project in the City of Blue Island, where permeable pavement and rain gardens
were installed to combat local flooding. The District partnered with the City of Evanston to install permeable pavement,
swales, and rain gardens at the City’s Civic Center, and also partnered with the Village of Wilmette to install four green
alleys. In 2016, the District partnered with the Village of Northbrook in its installation of a green stormwater detention
system at Wescott Park, and also partnered with the Village of Kenilworth on rain garden installations. In 2017, the

The Water Environment
Federation s Young Professionals
Commiittee worked with community 25
members, teachers and students at
Munierre Elementary School in
Chicago to convert a portion of the
school s asphalt plaveround mto a
multipurpose green space and
outdoor classroom, featuring native
plants and pervious surfaces that
will enhance the property and
cupture stormwater. The annual
WEFTEC event includes a
CORNIN: service project every
vear iris in Chicago. with past
projects constructed at Huames
Elementary School, Pulaski Park
and Pershing Magnet School in
Chicugo.
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District completed the construction of a permeable parking lotat its John [, Egan Water Reclamation Plant. The District
also partnered with the City of Berwyn on a green alley project, and the Village of Niles on a bioswale and permeable
parking lot. In 2017, the District also solicited information from Cook County communitics and other governmental
organizations for additional green infrastructure partnership opportunitics. Based on the project submittals received.
the District intends to partner on an additional 20 green infrastructure projects throughout its service arca beginning in
2018. The consent decree provides an enlorceable schedule for implementing MWRDG’s Tunnel and Reservoir Plan,
which will result in a significant decrcase in the volume of water discharged to the waterways from combined sewer
overflows in Cook County. along with dramatically reducing the potential for flooding.

Maintenance of Facilities and Infrastructure

The District owns and operates seven waler reclamation plants, 560 miles ol intercepting scwers and force mains, 109.4
miles of TARP tunncls, 23 pumping stations, 35 flood control reservoirs, and three TARP reservoirs. Through
preventative maintenance management, modernization, rehabilitation, and planned replacement, the District will ensure
the long-term reliability and cost-effectiveness of operations. To aid planning and prioritize projects for both near term
and long term, the District implemented procedures for project vetting and Long-Term Capital Plan evaluation.

Many of the District’s plants and interceptor sewers were placed in service over 50 years ago. In order to maintain
continuous operations, the District has initiated a Capital Improvements Plan to replace physically deteriorating facilitics
through rchabilitation, alteration or expansion. The expected construction cost over the next five years [or the
replacement and maintenance of facilitics is $126.4 million. As discussed inthe MD&A, condition assessments required
under the modified approach alert management to the need for maintenance and preservation projects for its
infrastructure assets.

RESOURCE RECOVERY

The District understands the obligation to implement sustainable practices and has maintained that focus for the past
few years by investing in rescarch and development of resource recovery programs. The current sustainability effort
is focused on recovering phosphorous, biosolids, water, and energy.

Phosphorus

The District had voluntanly sought a phosphorus discharge limitation in our National Pollutant Discharge Elimination
System (NPDES) permits and had decided we would pursue achieving this through our biological process. With one
of the District’s objectives of sustainability, at the Stickney WRP, the District is pursuing the recovery of phosphorus.
In partnership with Ostara Nutrient Recovery Technologies, startup of the world’s largest nutrient recovery facility
occurred in May 2016 and is in the operational testing phasc of the construction contract. Phosphorus is recovered
from the plant’s liquid waste stream and turned into a fertilizer pellet, which is marketed and distributed. Construction
of the Waste Activated Sludge Stripping to Remove Internal Phosphorous (WASSTRIP) process began in June 2016.
This process will be operational by the spring of 2018 and will further increase the recoverable phosphorous by
repurposing existing tanks in combination with the Ostara process to remove magnesium ammonium phosphate from
wasted active sludge. Phosphorus and nitrogen recovery will provide significant environmental benefits to the Chicago
Area Waterway System and downstrcam through the Mississippi to the Gulf of Mexico. By taking this approach. the
District is recovering a non-renewable resource and placing it back into the food cycle, rather than letting it be diluted
and lost to the water environment.

In fultillment of the special provisions of the O’Brien Water Reclamation Plant’s (OWRP) NPDES permit, the District
has created an Algae Research Facility at the OWRP. This facility carries out rescarch on treatment technologies using
algac torecover phosphorus from the wastewater. Algae treatment technology has several advantages over the traditional
chemical precipitation approach including the ability to recover and reuse the phosphorus, the ability to generate revenue
through sale ot the harvested algae as a raw material for sustainable commodity products, sequestration of aumospheric
carbon dioxide, and use of natural energy from sunlight. Currently, the District has promising results from a one-ycar
study from a technology that cultivates algae using a revolving biofilm reactor, and will continue with a larger pilot-
scale rescarch project in 2018, In addition, in 2018 the District will be cvaluating the results of another year-long
beneh-seale algae treatiment technology that uses submerged artificial light in a flow-through configuration. Results
froni these pilot studies will be used to inform the projected performance, life cycle costs, and design eriteria for a full-
scale installation at the OWRP.
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Staff from the Metropolitun Water Reclamation District of Greater Chicago s Monitoring and Research Department
waich as a tanker truck delivers the first load of brewery wuste from Goose Island as part of an ambitious plan to
recover phosphorus and promore cleaner waterways.

Biosolids

Duc to changes in Illinois law, the District can sell Exceptional Quality (EQ) biosolids and EQ biosolids blend that 15
composted with wood chips to the general public. By taking this approach, the District is recovering a non-renewable
resource and placing it back into the food cycle, rather than letting it be diluted and lost to the water environment.
Biosolids can be used almost anywhere that chemical fertilizers are used. The District can also reduce its carbon
footprint by reducing significant vehicle traffic as organics will no longer need to be hauled to landfills.

Water

Efforts have been focused on reuse applications for the high quality water produced at the plants and the capture and
reuse of stormwater. Rcuse opportunities are being explored at the Calumet and Stuckney industrial corridors. The
District is also exploring reusc at parks and golf courscs.

The Dastrict is also rescarching technologies using algae as a means to recover nutrients from wastewater. The algac
can be used in a sustainable manner such as compost, aquaculture food supplement, bio plastics, and commercial dyes.

Energy

The District’s goal is to achicve energy neutrality by 2023, The anacrobic digesters at the Calumet and Stickney Water
Reclamation Plants produce biogas as a natural byproduct of the digestion process. The biogas contains methane gas,
which is currently used as [uel for the plants’ boilers. A significant step towards the District’s goal of beconming energy
neutral will be the utilization of the biogas to produce renewable energy. The Stickney WRP currently utihizes all of
their digester gas. Once the existing Imholt tanks are replaced with Primary Settling tanks, the Stickney WRP 1s
projected to double digester gas production. A plan is in place to fully utilize all of this additional gas production. The
digester gas utilization at the Calumet WRP s being reviewed and a utilization plan will be in place m Apnil 2018, In
order to boost biogas production. the District will aceept hgquid organic wastes. such as restaurant grease and industrial
food waste, mnto the anaerobic digesters under the Resource Recovery Ordinance, which was approved by the Board
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of Commissioners in 2016. To handle the incoming feedstock, a new Liquid Organic Waste Receiving Station will be
constructed at the Calumet WRP. Design of the receiving station is complete. Similar work will occur at the Stickney
WRP. Existing initiatives are also being examined for further reduction of energy consumption. The District is looking
to maximize use of digester capacity at the Stickney WRP. market electrical capacity at Lockport to maximize return
on investment and optimize the acration processes to further reduce energy consumption by 25%.

BUDGET PROCESS

The Board of Commissioners is required to adopt an annual budget no later than the close of the previous fiscal year.
This annual budget serves as the foundation for the Metropolitan Water Reclamation District’s financial planning and
control. Annual budgets are prepared tor the General Corporate, Construction, Capital Improvements Bond, Storm-
water Management, and Debt Service Funds.

The District utilizes an enterprise resource planning computer system to provide budget control at the linc item level
for the General Corporate, Construction, and Stormwater Management Funds, at the fund level for the Debt Service
Fund, and at the line item class level for the Capital Improvements Bond Fund. All budget-relevant transactions are
tested for the sufficiency of available appropriation before any obligations resulting from purchase requisitions, purchase
orders, or contracts are formally recognized, or payments resulting from payroll or other expenditures are released.

ECONOMIC BASE OUTLOOK

The District’s service arca is sizcable, encompassing 98% of the assessed valuation of Cook County. The Equalized
Assessed Valuation (EAV) of the District has experienced a .24% average growth rate over the last ten years and the
current equalized assessed valuation of $140,752,201,171 is 8.0% higher than the previous year. A strong fund
balance, along with an emphasis on controlling expenditures, should allow the District to protect its operations from
cconomically sensitive revenues stemming from fiscal constraints at the federal and state levels. The District operates
a fiscally sound organization, maintaining a AAA bond rating with Fitch Ratings and AA+ with Standard and Poor’s.
Our finances are managed in a prudent manner, as evidenced by our excellent bond ratings, healthy fund balance, and
continuing efforts to manage costs. To ensure that the District’s finances remain healthy, projects are prioritized to
ensure best use of current funding, project base budget targets assure funding above the base are tied to strategic
initiatives, and resources are managed (o ensure financial stability targets arc met.

FINANCIAL POLICIES

In order to protect the strong financial position of the District, ensure uninterrupted services, and stabilize annual tax
levies, the Board ot Commissioners adopted the following policies on December 21, 2006 to enhance and maintain
budgetary fund balances. The General Corporate Fund policy was amended on December 10, 2009. The Bond
Redemption & Interest Funds Investment Income policy was amended on November 3, 2011, The Stormwaler
Management Fund policy was adopted on December 10, 2009 and amended on November 3. 2011 and December 17,
2015.

To ensure the Tong-term financial health of the pension program and other post-employment bencfits, the Pension
Funding Policy and the amended OPEB Advance Funding Policy were adopted on October 2, 2014,

General Corporate Fund

«  Corporate Fund undesignated fund balance as of January ! of cach budget year is to be kept between 12 pereent
and 13 percent of appropriations. The fund balance may be maintained by not fully appropriating prior year
fund balances. This level of fund balance will ensure the District’s ability to maintain all operations cven in
the event of unanticipated revenue shortfalls and provide time to adjust budget and operations.

- Corporate Workimg Cash Fund must be sufficient to finance 95 percent of the full annual expenditure of the
Corporate Fund. - This will be financed through transfers of surpluses from the Construction Working Cash
Fund, direct tax levies. tax levy financed debt (Working Cash Bonds) and transters of accumutated interest
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trom other funds. This level of fund balance will continue financing the Corporate Fund in the cvent of the
typical and extraordinary delays in second instaliment real estate tax collections.

+  Reserve Claim Fund balance will be targeted toward the maximum level permitted by statute, 0.05 percent of
the Equalized Assessed Valuation, whenever cconomically feasible. This will be financed through tax levies
at the maximum 0.5 cents per S100 of Equalized Assessed Vajuation when economically feasible and
financially prudent. This level of funding will protect the District in the event that environmental remediation
costs cannot be recovered from former industrial tenants of District properties, catastrophic failure of District
operational infrastructure or other claims. As the Districtis partially self-insured, adequate reserves are critical.

The District will appropriate funds from the unassigned fund balance for emergencics as well as for other requirements
that the District believes to be in its best interest. [n the event that any of these specific component objectives cannot
be met, the Executive Director will report this fact and the underlying causes to the Board ot Commissioners with a
plan to bring the fund balances back into compliance with policy within a two-year period. In order to maintain
relevance, this policy will be reviewed every three years {ollowing adoption or sooner at the discretion of the Exccutive
Director.

Stornvwater Management Fund .

The maximum property tax levy of five cents per $100 of Equalized Assessed Valuation for the Stormwater Manage-
ment Fund shall be allocated at a maximum two cents per S100 of Equalized Assessed Valuation to fund operations
and maintenance expenditures and the remainder of the levy shall fund direct cash outflows for capital and capital-
related expenditures and the interest and redemption of general obligation bond issues for capital projects.

Capital Improvements Bond Fund Investment Income

Investment carnings from the Capital Improvements Bond Fund resulting from all future bond issues will fund an equity
transfer to the Bond Redemption & Interest Funds and be uscd to abate property tax levics or for other corporate needs.
This practice will also limit the payment of arbitrage rebates.

Bond Redemption & Interest Funds Investment Income (Debt Service Fund)

Fund balances in the Bond Redemption & Interest Funds that might accumulate duc to investment income will be
identificd and used 10 abate Bond Redemption & Interest property tax levies or for other corporate purposes. These
abatements appropriately reduce property tax levies by the amount earned on invested balances above what is necessary
for paying principal and interest due over the following 12 months, while still maintaining appropriate fund balances
and when not required for other corporate purposes. This policy and the subsequent tax abatements will assist in
compliance with the Board of Commissioners” overall tax levy policy, which is not to exceed a five percent increase
over the prior year, excluding the Stormwater Management Fund tax levy.

Abatement of Interest Rate Subsidies from Build American Bond Issuances

Interest reimbursement payments related to taxes levied for Build America Bond issuances will be presented to the
Board of Commissioners for approval to abate, to be used for any lawtul corporate purpose, or & combination thereof
as determined as part of the annual budget process. Such abatement or alternative lawful use of the funds will be
presented to the Board of Commissioners lor approval prior to any abatement or use of reimbursement funds.

Capital Improvements Bond Fund Accumulated Income

Revenues that have accumulated in the Capital Improvements Bond Fund (CIBF) from investment income, grants, or

State Revolving Fund revenues will primarily be used for capital projects. Capital projects are generally in the CIBF:
. however, capital projects m the Construction or Corporate Funds of critical importance may be financed by transfers

from this revenue source. These funds may be transferred to the Bond Redemption & Interest Funds to be used to abate

property taxes or may be used for other corporate needs as necessary.
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Accounting Policies of Fund Balance

The General Corporate Fund ts a combination of the Corporate, Working Cash, and Reserve Claim Funds. In the
General Corporate Fund, the District considers restricted amounts to have been spent first when an expenditure is
incurred for purposes for which both restricted and unrestricted fund balance is available. followed by committed
amounts, and then assigned amounts. Unassigned amounts are used only after the other categories of fund balance
have been fully utilized. In governmental funds, other than the General Corporate Fund, the District considers restricted
amounts to have been spent last. When an expenditure is incurred for purposes forwhich both restricted and unrestricted
fund balance is available, the District will first utilize assigned amounts, followed by committed amounts, and then
restricted amounts.

Commiitted Fund Balance
The District’s Board of Commissioners shall establish, modify, or rescind a fund balance commitment by formal action
of the Board of Commissioncrs.

Assigned Fund Balances ,
The Executive Director may assign amounts of fund balances to a specific purpose.

Retirement Fund

The District’s Board of Commissioners adopted a Funding Policy recommended by the Retirement Fund Board of
Trustees to ensure the long-term {inancial health of the pension program while balancing the interests of the cmployces,
retirecs, taxpayers, and the District. The funding goal of the policy is to contribute annually to the Fund an amount
that will increase the funded ratios to 100 percent by the year 2050. This is to be achieved by accumulating adequate
resourcces for future benefit payments in a manner that fully funds the long-term costs of benefits and reduces volatility
in the employer contribution amounts, in dccordance with statutory requirements.

OPEB Trust

The OPEB Trust establishes a reserve that will help ensure the financial ability to provide health care coverage for
District retirces and their beneficiaries in the future. The Advance Funding Policy for the OPEB Trust Fund, amended

in October 2014, reflects a 100 percent funding goal to be achicved by 2027 with no further advance contributions
required after 2026. The policy to increase the OPEB liability funding percentage helps to solidify the District’s solid .
financial foundation and makes the retirec healthcare plan sustainable for the long-term.

AWARDS

The Government Finance Officers Association -of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the Metropolitan Water Reclamation District of Greater Chicago
for its Comprehensive Annual Financial Report for the fiscal year ended December 31, 2016. This was the 42nd
consecutive year that the Metropolitan Water Reclamation District has achieved this prestigious award. In order (o be
awarded a Certificate of Achievement, a government must publish an casily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting principles and
applicable legal requirements. '

A Certificate of Achicvement is valid for a pertod of one year only. We believe that our current comprehensive annual
financial report continues 10 meet the Certificate of Achievement Program’s requirements. and we are submitting it to
the GFOA to determine its eligibility for another certificate.

The District has been presented with the award for Disunguished Budget Presentation by the GFOA for the annual
budget tor the ycar beginning January 1, 2017, ‘To reccive this award, a governmental unit must publish a budget
document that meets program criteria as a policy document, financial plan, communications medium, and operations
guide. The award, which 1s valid for a one year period only, has been received for 33 consccutive years.
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STATEMENT OF RESPONSIBILITY

To the Citizens of the Metropolitan Water Reclamation District of Greater Chicago and to the
Financial Community:

The Board of Commissioners and management of the Metropolitan Water Reclamation District of
Greater Chicago assume full responsibility in presenting financial statements that are free from
any material misstatements, and are complete and fairly presented in accordance with accounting
principles generally accepted in the United States of America. To this end, the undersigned hereby
state and attest, having reviewed these financial statements, to the best of their knowledge:

»  The statements fairly present the financial position and changes in financial position of the
Metropolitan Water Reclamation District of Greater Chicago, and its component units, for
the fiscal year ended December 31, 2017, in accordance with accounting principles
generally accepted in the United States of America;

*  The statements contain no untrue statement of material facts; and

»  There are no omissions of material fact(s).

——
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/ Mariyana 1. Spyropoulos —
President ,«/ ’

v
e
e st

C\.
</
| pAALL
Jacqueline Torres
Clerk/Director of Finance
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David St. Pierre
[ixccutive Director

Maithew Glavas
Comptroller
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MWRD skimmer boat “Skim Pickens™ arrives to assist with the “Big Jump” event, during which elected
officials and representatives from various agencies jumped into the Chicago River at Ping Tom Memorial
Park in Chinatown.



Independent Auditor's Report

RSMUSLLP

To the Honorable President and Members of the Board of Commissioners
Metropolitan Water Reclamation District of Greater Chicago

Report on the Financial Statements .

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Metropolitan Water Reclamation District of Greater
Chicago (the District), as of and for the year ended December 31, 2017, and the related notes to the
financial statements, the respective changes in financial position thereof and the respective budgetary
comparisons for the General Corporate Fund and the Retirement Fund for the year then ended, which
collectively comprise the District’s basic financial statements as listed in the table of contents.

N
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 opinions on these financial statements based on our audit. We did not
audit the financial statements of the Metropolitan Water Reclamation District Pension Trust Fund
(Pension Fund), which represents 83 percent and 76 percent, respectively, of the assets and
revenues/additions of the aggregate remaining fund information. Those statements were audited by other
auditors, whose report has been furnished to us, and our opinion, insofar as it relates to the amounts
included for the Pension Fund, is based solely on the report of the other auditors. 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 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 opinions,

THE POWER OF BEING UNDERSTOOD

ALDHT TN CONGULTING
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Opinions

In our opinion, based on our audit and the report of the other auditor, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, each major fund, and the aggregate remaining fund information of the Metropolitan Water
Reclamation District of Greater Chicago, as of December 31, 2017, the respective changes in financial
position thereof and the respective budgetary comparisons for the General Corporate Fund and the
Retirement Fund for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Other Matters

Prior-Year Comparative Information

The basic financial statements include partial prior-year comparative information. Such information does
not include sufficient detail to constitute a presentation in conformity with accounting principles generally
accepted in the United States of America. Accordingly, such information should be read in conjunction
with the government’s basic financial statements for the year ended December 31, 2016, from which such
partial information was derived. Our audit report on the financial statements for the year ended

December 31, 2016, dated May 12, 2017, expressed an unmodified opinion.

Required Supplementary Information :

Accounting principles generally accepted in the United States of America require that management'’s
discussion and analysis, modified approach information, and pension and other postemployment benefit
plans schedules on pages 35-51 and 116-123 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 which 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 for the year ended December 31, 2017, was conducted for the purpose of forming opinions on
the financial statements that collectively comprise the District's basic financial statements. The Combining
and Individual Fund Statements and Schedules and the Introductory and Statistical and Demographic
Section for the year ended December 31, 2017, are presented for purposes of additional analysis and are
not a required part of the basic financial statements. Such 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. The Combining and Individual Fund Statements and Schedules have been
subjected to the auditing procedures applied in the audits of the financial statements for the year ended
December 31, 2017, 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 by us and other
auditors. In our opinion, based on our audit and that of the other auditors, the procedures performed as
described above, and the report of the other auditors, the Combining and Individual Fund Statements and
Schedules are fairly stated in all material respects in relation to the basic financial statements as a whole
for the year ended December 31, 2017.
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Our audit report on the financial statements for the year ended December 31, 2016, dated May 12, 2017,
expressed an unmodified opinion. The report stated that the Combining and Individual Fund Statements
and Schedules for the year ended December 31, 2016, were subjected to the auditing procedures applied
-in the audit of the 2016 basic financial statements and certain additional auditing procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used
to prepare those basic financial statements or to those basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America and, in our opinion, was fairly stated in all material respects in relation to the basic financial
statements as a whole for the year ended December 31, 2016.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District's basic financial statements. The Introductory Section and the Statistical and
Demographics Section listed in the table of contents are presented for purposes of additional analysis
and are not a required part of the basic financial statements. Such information has not been subjected to
the auditing procedures applied in the audit of the basic financial statements, and accordingly, we do not
express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 11, 2018
on our consideration of the District’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely 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
effectiveness of the District's internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in conS|der|ng the
District’s internal control over financial reporting and compliance.

PSKH VS LLP

Chicago, lllinois
May 11, 2018
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Management's Discussion and Analysis (MD&A) - Unaudited

Year ended December 31, 2017 Metropolitan Water Reclamation District of Greater Chicago

The Metropolitan Water Reclamation District of Greater Chicago (the “District™) is providing Management’s Discussion
and Analysis (MD&A) to assist the readers in understanding the financial information presented in this report. The
MD&A includes a discussion of the basic financial statements and their relationship to each other. It also offers an
analysis of the District’s financial activities at both the government-wide and fund levels, based on known facts, and
compares the current year’s results with the prior year’s. A budgetary analysis of the District’s General Corporaté Fund
is provided, as well as an analysis of capital assets and debt activity. Finally, the MD&A concludes with a discussion
of issues that are expected to be significant to the District’s finances.

The MD&A should be read in conjunction with the Clerk/Director of Finance’s letter of transmittal and the basic
financial statements.

2017 FINANCIAL HIGHLIGHTS

® The District’s government-wide net position is $4,616,429,000. This can be attributed to the District’s positive
balance of $4,710,123,000 in net investment in capital assets.

¢ The District’s government-wide net position increased by $76,484,000 and is mostly attributable to the net
effect of the increased investment in capital, adding approximately S118 million in capital assets offset by the
spending of available bond proceeds. In addition, the District had increased tax rcvenues, interest on
investments, grant revenue and a decrease in construction costs. These variances are explained further in the
key financial comparisons section.

®  The District’s combined fund balances for its governmental funds at December 31,2017 totaled $820,495,001,
a decrease of $62,968.999 from the prior year. The deerease is primarily attributable to not issuing general
obligation bonds in 2017 and a decrease in construction costs.

® The District’s government-wide liabilities increased by $55,532,999 in 2017 which is largely attributable to
an increase in converted bond anticipation notes of approximately $30 million, an increase in the net pension
liability of approximately $16 million, and a smaller increase in accounts payable and deferred revenue
combincd of approximately $6.2 million.

DISCUSSION OF THE BASIC FINANCIAL STATEMENTS

The District’s basic financial statements include both a short and long-term view of its financial activitics. The focus
is on both the District as a whole (government-wide) and on major individual funds. The District’s basic financial
statements include three components: (1) government-wide tinancial statements; (2) fund financial statements; and
(3) notes to the basic financial statements. In addition to the basic financial statements, the tfinancial scction of this
report includes Required Supplementary Information (RS1) and Combining and Individual Fund Statements and
Schedules.

Government-wide financial statements. The government-wide financial statements are provided to~give readers a
long-term overview of the District’s finances, similar to a private-sector business. Government-wide statements consist
of the Statements of Net Position and Statements of Activites, and are prepared using the accrual basis of accounting
and the economic resources (long-term) measurement focus. They include all the Distriet’s governmental activitics;
there are no business-type activities. The fiduciary funds® resources are restricted for employee pensions and other
post-cmployment benefits, and are not available to support the operations of the District. Therefore. the fiduciary funds
are not reported in the government-wide financial statements.

The Statements of Net Position report the financial position of the District as a whole. presenting all the assets and

liabilities (including capital asscts and long-term obligations) with the difference between the assets and deferred
outflows of resources less habilities and deferred inflows of resources representing net position. The inerease or decrease
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Management's Discussion and Analysis (MD&A) - Unaudited

Year ended December 31, 2017

in net position over time can serve as a uselul indicator of whether the inancial position of the District is improving
or declining.

The Statements of Activities report the operating results of the District as a whole, presenting all revenues and expenses
of the District as well as the change in net position. The Statements of Activities include revenues earned in the current
fiscal ycar that will be received in future years, and expenses incurred for the current year that will be paid in future
years (i.e. revenue for uncollected taxes and expenses for accumulated, but unused, compensated absences). Revenues
are segregated as general revenuces and program revenues. General revenues include taxes, interest on investments,
and all other revenues not classified as program revenues. Program revenues include charges for services (i.e. user
charges, land rentals, fees, forfeitures, and penalties) and capital grants. Depreciation for depreciable capital assets is
recorded as an expense in this statement. .

Fund financial statements. The District uses fund accounting to demonstrate compliance with finance-related legal
requirements. For this purpose, a fund is a grouping of related accounts used to maintain control over resources
segregated for specific activities or objectives.

The fund financial statements include information segregated between the District’s governmental funds and its fiduciary
funds. The governmental funds are used to account for the day-to-day activities of the District, while the fiduciary
funds account for employee pensions (Pension Trust Fund) and other post-employment benefits (OPEB Trust Fund).
The Governmental Funds Balance Sheets and Statements of Governimental Fund Revenues, Expenditures and Changes
in Fund Balances focus the reader’s attention on the short-term financial position and results of operations, respectively,
using the modified accrual basis of accounting. They also include budgetary statements for the General Corporate
Fund and the Retirement Fund that compares the original and final budget amounts to actual results. This statement
is provided to demonstrate complhance with the budget. '

The Statements ot Fiduciary Net Position and Statements of Changes in Fiduciary Net Position report the net position
available for future pension and OPEB benefits and the change in net position, respectively. The fiduciary financial
statements utilize the accrual basis of accounting, similar to that used for the government-wide [inancial statements.

Reconciliation of governmental fund financial statements to government-wide financial statements. Because the
short-term focus of governmental fund financial statements is narrower than the long-term government-wide financial
statement focus, reconciliations are required Lo explain the differences between the fund and government-wide financial
statements. As a special purpose government, the District has clected to present the reconciliation by combining the
presentation of the governmental fund statements with the government-wide statements. The Governmental Funds
Balance Sheets arc reconciled to the Statements of Net Position in a combined financial statement presentation (Exhibit
A-1). Likewise, the Statements of Governmental Fund Revenues, Expenditures, and Changes in Fund Balances are
reconciled to the Statements of Activities in a combined financial statement presentation (Exhibit A-2).

Notes to the basic financial statements. The basic financial statements include notes that provide additional disclosure
to better explain the financial data provided in the basic financial statements,

KEY FINANCIAL COMPARISONS
Property taxes. The primary source of revenue for the District is ad valorem property taxes. Al District funds, with
" the exception of the District’s Capital Improvements Bond Fund, derive their revenues primarily from property taxes.
In 2017, total tax revenues increased by S11,349.000 in the District’s Statement of Activities. as shown on page 39.
The property tax levies for the Corporate Fund was the only levy that decreased from prior year: however, the majority
ofthe increase in property taxes recorded is due to the change in deferral oftax revenue affecting the timing of collections.

Program revenue. The other notable changes were in user charge revenue and land rentals. The user charge revenue
increase of $2.477.000, as shown on page 39, was primarily duc 1o a new significant industrial uscr paying both 2016
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Metropolitan Water Reclamation District of Greater Chicago

and 2017 user charges in 2017. User charge rates and remaining customers have not varied significantly from the prior
year. The decrease of $2,814,000 in land rental revenue is due to a change in the rental revenue recognition policy in
the current year where the District will defer all rental revenue based on current year payments if they cover the rental
period for any time period subsequent to year end. The prior policy was to defer payments only for payments in the
last 60 days of the year. :

Construction costs. The decrease in construction costs ot $50,668,000, shown on page 39, was due to fewer projects
being classified as substantially complete in 2017. To be compliant with GASB 34 reporting, the expense is reduced
and the asset is increased when construction projects are capitalized. Thomnton Reservoir was substantially complete
in 2016. Although large construction projects continued throughout 2017, fewer were completed, thereby decreasing
the construction costs for the current year. '

Pension costs. The 2017 pension cost decreased $1,792,000 from 2016, as seen on page 39. The decrease can be
attributed to changes in the pension expense due to GASB 68 additions and reductions to pension expense. Pension
expense i1s made up of a variety of items including employee service cost, interest, benefit payments, administrative
cxpenses and differences between expected and actual experiences. Employec contributions and net investment income
of the fund offsct some of these annual expenses.

Claims and judgments. The $5,886,000 increase on the Statement of Activities claims and judgments expense on
page 39 is partly duc to an increase in claims paid from the governmental funds of $2,119,000. The remainder of the
expensc is a result of the change in the claims lability.

Employce costs. The District’s employee-related expenditures are the largest single cost of the General Corporate
Fund, comprising 67.1% of the total outlays for 2017. Employce costs comprise regular pay, overtime, and health carc
benefits. The increase in employee costs of $2,166,845, shown on page 41, was attributable to an increase in salary
and wages for existing employees and several budgeted positions being filled in 2017.

Energy costs. In 2017, energy costs in the General Corporate Fund showed an inerease of $1.037,000 as seen on page
41. Energy costs arc made up of clectricity and natural gas. Both expenses inereased in 2017, Natural gas increased
approximately $533,000 as a result of a higher unit cost related to weather fluctuation, and an overall decrease in
digester gas production at the Calumet Water Reclamation Plant. The remainder of the increasce in encrgy cost was due
to an increasc in clectricity use from increased aeration blower run time, which is part of the sewage treatment process,
and resulting expenscs.
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ANALYSIS OF GOVERNMENT-WIDE FINANCIAL STATEMENTS

Acondensed comparison of the Statements of Net Position for December 31,2017 and 2016, is presented in the following
schedule (in thousands ot dollars):

Percent
Increase Increase
2017 2016 (Dcecrease) (Dccrease)
Assets:
Current and other assets $ 1,405592 S 1419531 §  (13,939) (1.0)%
Capital assets 7,594,442 7,426,934 167,508 2.3
Total assets 9,000,034 8,846,465 153,569 1.7
Deferred Outflows of Resources: )
Loss on prior debt refunding 4,899 5,426 (527) 9.7
Deterred amounts related to pension 182.036 187,959 (5.923) 3.2)
Total deferred outflows of resources 186,935 193,385 (6,450) (3.3)
Liabilities:
Current liabilities - 363413 320,758 42,655 13.3
Long-term liabilities 4,192,025 4,179,147 12.878 0.3
Total liabilities 4,555.438 4,499,905 . 55.533 1.2
Deferred Inflows of Resources:
Deferred inflows for other pension 15,102 — 15,102 100.0
Total deferred inflows of resources ' 15,102 — 15,102
Net Position: \
Net investment in capital assets 4,710.123 4.591.899 118.224 2.6
Restricted 700.839 735.309 (34,470) 4.
Unrestricted (Deficit) (794.533) (787,263) (7,270) 0.9
Total net position § 4616429 $ 4539945 §  76.484 1.7 %

The above schedule reports that the District’s net position totaled $4,616,429.000 at December 31, 2017, which
represents the amount the District’s assets and deferred outflows exceeded its liabilities. The largest portion of the net
position, $4,710,123,000, represents the District’s capital assets used to provide services to taxpayers, net of the related
debt. These assets include land, buildings, cquipment, and infrastructure, and they are not available for the District’s
future spending nceds. Restricted net assets totaled $700,839.000 and represent resources that are subject to external
or legal restrictions as to how they may be spent, such as federal grants or state foans, capital bond proceeds, tax levies
for working cash, and debt service. The remaining portion of the unrestricted net position is a deficit of $794.533,000.
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A comparison of the changes in net position resulting from the District’s operations for the years ended December 31,
2017 and 2016 is presented in the following schedule (in thousands of dollars):

Percent
Increase Increase
2017 2016 (Decrease) (Decreasc)
Revenues :
General Revenues:
Taxes S 606958 S 595609 § 11,349 1.9%
Interest 8,784 6,181 2,603 42.1
Other 15,752 16,174 422) (2.6)
Program Revenues:
User charges 51,098 48,621 2477 ' 5.1
l.and rentals 17,352 20,166 (2.814) (14.0)
Fecs, forfeits, and penaltics 5,401 4,164 1,237 29.7
Capital grants 14,558 12,825 1,733 13.5
Total revenues 719,903 703,740 16,163 2.3
Expenses
Board ot commissioners 4,094 ~ 4,166 (72) (1.7)
Gencral Administration 15,791 15,690 101 0.6
' Monitoring and Rescarch 29,591 28,753 838 29
Procurement and Materials Management 5,947 6,602 (655) 9.9)
Human Resources 54,267 54,447 (180) (0.3)
Information Technology 12,734 14.702 (1,968) (13.4)
Law 5,830 6,709 (879) (13.1)
Finance 3,520 3,570 (50) (1.4)
Engineering 27,830 28,002 (172) (0.6)
Maintenance and Operations 178,994 177,829 1,165 0.7
Pension costs 106,814 108,606 (1.792) (1.7)
OPEB Trust Fund costs (6,681) (7,008) 327 4.7
Claims and judgments (2,662) (8,548) 5,886 (6R.9)
Construction costs 83,535 136,203 (50,668) (37.2)
Loss on disposal of capital assets 202 13 189 1.453.8
Unallocated depreciation 12,063 12,083 (20) (0.2)
Interest 109,550 111.182 (1,632) (1.5)
Total expenses / 643,419 693,001 (49,582) (7.2)
Increase in net position 76,484 10,739 65,745 612.2
Total net position, beginning of ycar 4,539,945 4.529.206 10,739 0.2
Total net position, end of vear S 4616429 S 4539945 § 76.484 1 7%

Total revenues increased by $16,163,000 in 2017, or 2.3% from the prior year, and total expenses decreased by
$49,582.000 in 2017 or 7.2%. The major reasons tor the variances are detailed under “Key Financial Comparisons”
on pages 36-37. ’
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The following charts show the major sources of revenue and expenses for the year ended December 31, 2017:

Revenue by Source Expenses by Type
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: | f
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27.8%

Pension costs
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ANALYSIS OF DISTRICT’S GOVERNMENTAL FUND FINANCIAL STATEMENTS

As previously discussed, the focus of the District’s governmental funds is on short-term inflows, outflows, and currently
available resources. The emphasis in the governmental fund financial statements is on major funds. Each major fund
is presented as a separate column in the governmental fund financial statements. For 2017, the District reports four
major funds and two non-major funds. The four major governmental funds are the Genceral Corporate Fund, the
Retirement Fund, the Capital Improvements Bond Fund, and the Debt Service Fund. The non-major governmental
funds are the Construction Fund and the Stormwater Management Fund.

The District ended the current fiscal year with combined governmental fund balances of $820,495,001, a decreasc of
$62,968,999 or 7.1% from 2016. A total of $38,967,000 of the fund balances represents non-spendable fund balances.
Restricted fund balances totaled $687,933.000. assigned fund balances totaled $147,473,000, and the remaining deficit
0f $53,877.999 was unassigned.

General Corporate Fund

The General Corporate Fund is the principal operating fund of the District. It includes annual property taxes and other
revenues, which are used for the payment of general operating expenditures not chargeable to other funds. The General
Corporate Fund’s fund balance at the end of the current fiscal year totaled $291,943,001. The fund balance represented
84.9% of the General Corporate Fund expenditures, a good indication of the fund’s liquidity. The total fund balance
for the General Corporate Fund had a decrease ot $8,048,000 from 2016. The District’s General Corporate Fund
consists of the Corporate, Corporate Working Cash, and Reserve Claim Divisions, which are presented and explained
in Note 1b on pages 64-70.

The General Corporate Fund ended the year with an unassigned fund balance deficit of $53.798.999 due to the required
reserve claims restriction. non-spendable inventories and restricted working cash.
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A detailed comparison of the General Corporate Fund revenues for the years ended December 31, 2017 and 2016 is
shown in the following schedule (in thousands of dollars):

Revenues:
Property taxes
Personal property replacement tax
Total tax revenue
Interest on investments
Land sales
Tax increment financing distributions
Clamms and damage settlements
Miscellaneous
User charges
Land rentals
Fecs, forfeits, and penalties

Total revenucs

Gencral Corporate Fund
Comparative Revenue Schedule

2017 2016 Percent

Yo of % of Increase Increase

Amount Total Amount Total (Decrease)  (Decrease)

$ 212,679 64.4%  § 243,847 68.6% § (31,168) (12.8)%
28,715 8.7 23,436 6.6 5,279 225
241,394 73.1 267.283 75.2 (25,889 .7
3,006 0.9, 1,872 0.5 1,134 60.6
50 — 1,233 0.3 (1,183) (95.9)
9,100 2.7 9.228 2.6 (128) (1.4)
199 0.1 187 0.1 12 6.4
3,888 1.2 3.275 0.9 613 18.7
51,098 15.5 48.621 13.7 2,477 S
17,352 53 20.166 5.7 (2.814) (14.0)
3,915 1.2 3418 1.0 497 14.5

$ 330,002 100.0% S 355283 100.0%  § (25,281) (15.6)%

Revenues for the General Corporate Fund come from various major sources: property taxes, replacement taxes, user
charges, interest on investments, rental income and tax increment financing distributions. In 2017, General Corporate
Fund revenues totaled $330,002,000, a decrease of $25,28 1,000, or 15.6%, from 2016. The major variances in revenues
are cxplained under “Key Financial Comparisons™ on pages 36-37.

A comparative analysis of the General Corporate Fund expenditures by object class for the years ended December 31,
2017 and 2016, is shown in the following schedule (in thousands of dollars):

General Corporate Fund
Comparative Expenditures Schedule

Expenditures:
Employce Cost
Energy Cost
Chenncals
Solids & waste disposal
Repairs to structures/equipment
Materials. parts. & supplies
Insurance
Professional services
Clamms and judgments

All other expenditures

Total expenditures

2017 2016 Percent
Yo of Y% of Increase Increasc
Amount Total Amount Total (Decrease)  (Decrease)
S 230.646 67.1% S 228479 66 7% $ 2.167 0.9%
39.173 114 38,136 H.1 1.037 2.7
9.137 27 0756 29 (619 (6.3)
13.885 4.0 13.007 38 878 0.8
13.164 38 15962 4.7 (2.798) (17.5)
11,152 32 11,372 33 (2200) (1.9
3,080 0y 3100 0.9 (20) (0.6)
4,150 12 sS40 1.5 (990) (19.3}
6.905 20 4.786 1.4 2.119 443
12,758 37 12.666 37 Y2 0.7
S 344.050 100.0% S 342,404 100,0% S 1.646 0.5%
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In 2017, General Corporate Fund expenditures lotaled $344,050,000, an increase of $1,646.000, or 0.5%, from 2016.
Employce costs, energy costs, and solids and waste disposal were the three largest expenditure components of the
General Corporate Fund in 2017, accounting for 82.5% of total expenditures versus 81.6% in 2016. The major variances
in expenses are explained under “Key Financial Comparisons™ on pages 36-37.

Other Major Funds. The District’s Debt Service Fund accounts for property tax revenues and interest earnings used
for the payment of principal and interest on bonded debt. The Debt Service Fund’s fund balance at the end ot the
current fiscal year totaled $147,000,000. The fund balance represented 64.2% of the total Debt Service Fund
cxpenditures. The fund balance for the Debt Service Fund decreased by $16,508,000 in the current year, as a result of
the decrease in property tax revenue and a slight increase in bond principal and interest payments.

The Capital Improvements Bond Fund is a capital projects fund used by the District for the construction and preservation
of capital facilities. The Capital Improvements Bond Fund’s resources are bond proceeds, government grants, and state
revolving fund loans. The fund balance in the Capital Improvements Bond Fund at the end of the current fiscal year
totaled $311,997,000. This amount will provide resources for the 2018 capital construction program. The fund balance
represented 127.3% of the fund’s expenditures. The fund balance decrease of $62,038,000 in the current year was
primarily due to continued construction of capital projects and no issuance of general obligation bonds in 2017.

The Retirement Fund is classified as a major fund because total liabilities in prior years have been greater than 10%
ol the total governmental funds and the fund is used for collection of the tax levy which is remitted to the Pension
Board. This presentation remains for comparative purposes. There is no fund balance for the Retirement Fund at the
end of the current fiscal year, as all funds are transterred, or due to, the District’s Pension Fund.

GENERAL CORPORATE FUND BUDGET ANALYSIS

The General Corporate Fund budgetincludes the budgetary accounts of the Corporate Fund and Reserve Claim divisions.
A comparison of the 2017 original budget to the tinal amended budget and actual results for the General Corporate
Fund is presented in the basic financial statements (Exhibit A-3). A comparison of the’General Corporate Fund’s 2017
budget and actual results at the appropriation line item level is presented in Combining and Individual Fund Statements
and Schedules (Exhibit C-1).
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A condensed summary of the 2017 General Corporate Fund budgel and actual amounts is presented in the following
schedule (in thousands of dollars):

Actual
Variance
with Final
Budget Actual [l;’l(l)(sln%:\t;
Original Final Amounts (Negative)
Revenues:
:’ﬂrfcpseny and personal property replacement 5 239899 § 239899 § 239.885 S (14)
Adjustment for working cash borrowing (4.272) (4,272) (4.272) —
Adjustment for estimated tax collections — — 11,653 11,653
Tax revenue available for current operations 235,627 235,627 247,266 11,639
User charges 47,000 47,000 53,252 6,252
Interest on investiments 800 800 1,823 1,023
Tax increment financing distributions 11,025 11,025 12,036 1,011
Land rentals 19,000 19,000 20,628 1,628
Land sales — — 50 50
Claims and damage scttlements — — 223 223
Other 8,467 8,467 8,328 (139)
Equity transfer 6,000 6.000 6.000 -—
Total revenues 327,919 327,919 349.606 21,687
Operating expenditures:
Board of Commissioners 4.496 4,496 4,073 423
General Administration 17,387 17,387 15,729 1,658
Monttoring and Research 31,270 31,270 29.090 2,180
Procurement and Materials Management 9,567 9.567 8,726 841
Human Resources . 60,905 60,905 54171 6,733
Information Technology 17.359 17.359 14,557 2,802
Law 8,386 8.386 5,921 2,465
Finance 3,684 3,684 3.528 155
Engineering 28,835 28.835 ., 26.061 2,774
Maintenance and Operations 187.035 187.035 176.568 10,469
Claims and judgments 30,617 30,617 6,903 23,712
Total expenditures 399,541 399,541 345329 54,212
Revenues over (under) expenditures (71,622) (71,622) 4.277 75,899
Fund balance at beginning of year 160,721 - 160,721 166348 5.627
Net assets available for future use (89,099 (89.099) - £9.099
Fund balance at beginning of year 71.622 71.622 166.348 94.726
Fund balance at end of the year S — ¥ — § 170,625 S 170.625

. p
Actual revenues on a budgetary basis for 2017 n the General Corporate Fund totaled $349,606,000. or $21,687,000
more than budgeted revenues, a 6.6% variance.  Property taxes and personal property replacement taxes were
$11,639,000 more than the budget, mostly due to the collection of taxes greater than the allowance. User charge receipts
were $6,252,000 more than budgeted due to an additional $5.6 million dollar unbudgeted payment from a new signiticant
industrial user paying both 2016 and 2017 user charges 1n 2017, Interest on imvestments was $1.023.000 over budget
as of result of a switch to collateralized short term certificates of deposit because of an crease m the Federal fund
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rate. Land rentals were $1,628,000 more than the budget due to a continued cffort to maximize the District’s real estate
portfolio. ¢

The 2017 General Corporate Fund final appropriation of $399,541,000 remained equal to the original amount. Actual
budgetary expenditures totaled $345.329,000, or 85.8%. ol the total appropriation. The $54,212,000 excess of
appropriations over actual expenditures was primarily due to claims and judgments costs being $23,712,000 less than
appropriations, and positive variances in expenditures from all departments, most noticeably a 510,469,000 positive
variance for Maintenance and Operations. Expenditures for the Maintenance and Operations Department were below
appropriations, for reasons that include position vacancies throughout the year, lower than estimated use of chemicals
ductorcfining the processes in phosphorous removal at Stickney, disinfection at Calumet, as well as lower than estimated
distribution of biosolids to privately owned agricultural land.

The District’s Reserve Claim fund actual payments were significantly lower than budgeted, resulting in a large variance
between budget and actual, as it is the policy of the District to appropriate the entire Reserve Claim fund balance. This
is consistent with the Board of Commissioners’ policy to accumulate sufficient reserves for payment of future claims
without exposing the District to financial risk that could curtail normal operations.

CAPITAL ASSETS AND MODIFIED APPROACH
Capital Assets. The District’s reportable capital assets, net of accumulated depreciation, as of December 31, 2017,

amounted to $7,594,442,000. Reportable capital assets, net of accumulated depreciation, for 2017 as compared to 2016
are as follows (in thousands of dollars):

Percent
Increase Increase
2017 2016 (Decreasc) (Decrease)
Land $ 144204 S 142880 S 1,324 0.9%
Permancent casements 1,463 1.463 — —
Buildings 6,984 7.169 (185) (2.6)
Machinery and equipment 24,180 25,239 (1,059) (4.2)
Computer software 1,449 857 592 69.1
Depreciable infrastructure 1,651,454 1,662,767 (11.313) (0.7)
Modificd infrastructure 5,085,766 5.045,360 40,400 0.8
Construction in progress 678,942 541,199 137,743 255

Total S 7.594,442 S 7426934 § 167,508 2.3%

(

Significant capital asset changes during the current fiscal year included the following:
*  Total capital asset additons exceeded retirements and depreciation by S167.508.000 in 2017.

®*  Construction in progress increased by S$137,743.000 from 2016 to 2017 because several large projects
continued through 2017 but were not completed, and therefore not moved to infrastructure. Major projects
which remained in progress during 2017 include: additional construction related to Phase I of the McCook
reservoir and surrounding tunnels. construction of primary setiling tanks with an acrated grit facility,
construction of the Addison Creck reservoir, continued construction of Stickney's Phosphorous Recovery
system, and construction of Calumet TARP screens.

* Increase in the Modified Infrastructure is primarily due to the substantial completion of the distributed control
system for solids processing at Stickney WRP, Mainstream Pumping Station and other remote stations.
Completion of this project accounted for approximately $35 nuilion ot the increase to Infrastrucrure. The
remainder of the inerease 1s due to the residual costs of construction projects completed in the prior year being
added directly to infrastructure. '
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In addition to the above, commitments totaling $290.252 000 remain outstanding for ongoing construction projects.
Additional disclosurc on construction commitments can be found in Note 9 to the basic financial statements.

Modified approach. The District’s infrastructurc assets include interceptor sewers, wastewater treatment basins,
waterway assels (such as reservoirs and acration stations) and deep tunnels, drop shafts and regulating elements making
up a pollution and flood control program called TARP. The District is using the moditfied approach to report its
infrastructure assets, with the exception of the TARP deep tunnels and drop shafts, which are depreciated. The District
elected the modified approach to: a) clearly convey to the taxpayers the District’s efforts to maintain infrastructurc
assets at or above an established condition level; b) provide and codify a process to coordinate construction projects
between the Engincering and Maintenance and Operations departments; ¢) readily highlight infrastructure assets that
need significant repair/rehabilitation/replacement under a construction project; and d) provide additional evaluative
information to bond rating agencics to insure that the District’s bond rating is maintained at the highest level.

The Kirie, Hanover, Egan, Central (Stickney), O’Brien, Calumet, Lemont, and Waterways nctwork assets had their
initial condition assessments completed between 2002 and 2006. Kirie, Central (Stickney) and Waterways cach had its
most recent condition assessment completed in 2017. The Egan and O’ Brien networks cach had its most recent condition
assessment completed in 2016. The Hanover, Calumet and Lemont networks each had its most recent condition
assessment completed in 2015. (See further discussion of the moditied approach in the Required Supplementary
Information Section). '

As noted in the Required Supplementary Information, the condition ratings for eligible infrastructure assets compare
favorably with the District’s target level of acceptable or better. In addition, there are no significant differences between
the estimated maintenance and preservation costs and the actual costs. Additional disclosure on the District’s capital
assets and modified approach can be found in the Notes 1.1. and 6 to the basic financial statements and in the Required
Supplementary Information scction.

DEBT ACTIVITY

Long-term Debt. The District’s long=term labilitics as of December 31,2017, totaled $§4.359.376,000. The breakdown
of this debt and changes trom 2016 to 2017 are as follows (in thousands of dollars):

Percent
~ Increase Increase
2017 2016 (Decrease) (Decrease)
Bonds payable. net $ 2879915 § 2965282 5 (85.367) (2.9%
Bond anticipation notes 296,529 157.390 139,139 88.4
Claims payable 30,669 40.236 (9.567) (23.%)
Compensated absences 22,811 24 486 (1.675) (6.8)
Capital lease 38.574 41.047 (2.473) (6.0)
Net Pension liability 1.079.566 1,073,113 0,433 0.6
Net OPEB obhigation 11.312 17.993 (6,681) (37 1)
Total $ 4359376 S 4319547 § 39829 0.9 %

Significant changes in long-term habilities during the current fiscal year included the following:

*  Bonds payable, net. decreased by $85.367.000 in 2017 as a result of payments on existing bonds with no
additional issuances in the current year.

¢ Bond anticipation notes increased by $139,139,000 in 2017 as a result of the issuance of $228,781,000 in

notes and the conversion of $39.281.000 from bond anticipation notes to bonds plus an approximmate $30

million chunge in interest acerued. N
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1

* Claims payable decreased by $9.567,000 duce to reductions in workers' compensation, gencral. health and
dental, and environmental remediation claims.

®  Anumber of items factor into the Net Pension Liability. The'$6,453,000 increase is the net change of increases
in interest, scrvice cost, administrative costs, and expected v. actual experience with decreases in contributions
and net investment income. See Note 7 for additional details.

The District’s general obligation bonds have the following long-term credit ratings:
Standard & Poor’s Financial Services. LLC AA+
Fitch, Inc. AAA
Moody’s Investors Service Aa2

In July 2015, Moody’s Investor Service downgraded the District’s bond rating from Aal to Aa2. In May 2016, Standard
& Poor’s Financial Services downgraded the District’s bond rating from AAA to AA+. The primary reason for the
downgrades is the pressure on the District’s tax base due to the significant debt burden and pension liabilities for major
governmental agencies in Cook County, reflecting the opinion on the affordability of possible tax increases by other
agencies and how this could impact Cook County residents. Additional disclosure on debt can be found in Note 11 to
the basicfinancial statements.

Debt Limits and Borrowing Authority. Various applicable scctions of the Illinois Compiled Statutes establish the
following limitations relative to the District’s debt:

Effective October 1, 1997, the District may fund up to 100% of the aggregate total of the estimated amount of taxes
levied or to be levied for corporate purposes, plus the General Corporate Fund portion of the personal property
replacement tax, through borrowing from the Corporate Working Cash Fund and issuance of tax anticipation notes or
warrants. The policy of the District currently is to fund up to 95%. The provisions also pertain to the Construction,
Construction Working Cash, Stormwater Management, and Stormwater Working Cash Funds.

The amount of the District’s debt may not exceed 5.75% of the last published equalized assessed valuation of taxable
real cstate within the District, which was $140,752,201,000 for the 2016 property tax levy. At December 31, 2017, the
District’s statutory debt limit of $8,093,251,000 exceeded the applicable net debt amount of $2,963,366,188 by
$5,129,884,812.

The llinois Compiled Statutes provide authorization for the funding of the District Capital Improvement Program by
the issuance of non-referendum capital improvement bonds. Starting in 2003, bonds may be issued during any budget
year in an amount not to exceed $150 million plus the amount of any bonds authorized and unissued during the three
preceding budget years. The District has issued various serics of bonds since the authorization. This limitation is not
applicable to refunding bonds, money received from the Water Pollution Control Revolving Fund, and obligations
issued as part of the American Recovery and Reinvestment Act of 2009, 1ssued prior to January 1, 2011, commonly
known as “Build America Bonds™. Bonds authorized, unissued and carried forward were $430.,000.000 lor the budget
year ended December 31, 2017.

The District has non-referendum bonding authority until the year 2024. When the Property Tax Extension Limitation
Law was made applicable to Cook County, the legislature recognized that the completion of the Tunnel and Reservorr
Plan (TARP) was such a high priority that it exempted TARP bonds tfrom tax cap limits. In 2010, the Local Government
Debt Reform Act was amended. The District’s debt service extension base tor the levy year 2017 15 $166,066.470 (the
“Debt Service Extension Base™), which can be increased cach year by the lesser of 5% or the percentage increase in
the Consumer Price Index (as defined in the Limitation Law). The Property Tax Extension Linmitation Law has been
amended so that the issuance of bonds by the District to construct TARP will not reduce the District’s ability to issue
limited bonds for other major capital projects. The amount of outstandimg non-referendum Capital Improvement Bonds
may not exceed 3.35% of the last known cqualized assessed valuation of taxable property within the District. At
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December 31, 2017, the District’s outstanding capital improvement and refunding bonds (excluding State Revolving
Fund bonds and alternate bonds) of $1,812,210,000 did not exceed the limitation of $4,751,198.739.

Outstanding capital improvement and refunding bonds rclated to the Clean-up and Flood Control Program and the
remaining authorization at December 31, 2017, are indicated in the following schedule (in millions of dollars):

Capital Improvement and Refunding Bonds
Outstanding and Remaining Authorization

Capital

Year of Issue Total Improvement  Refunding
2007 $§ 323 % — 8 323
2009 600 600 —
2011 320 320 —
2014 245 174

2016 376 54 322
Total bonds outstanding at December 31, 2017 1.864 S 1,148 S 716
Remaining bond authorization at December 31, 2017 2,501

Total bond authorization at December 31, 2017 $ 4365

The amount of non-reterendum Corporate Working Cash Fund bonds, when added to (a) proceeds from the sale of
Working Cash Fund bonds previously issued, (b) any amounts collected from the Corporate Working Cash Fund levy,
and (c¢) amounts transferred from the Construction Working Cash Fund, may not exceed 90% of the amount produced
by multiplying the maximum general corporate tax rate permitted by the last known equalized assessed valuation of
all property in the District at the time the bonds are issued, plus 90% of the District’s last known entitlement of the
Personal Property Replacement Tax.

Additional information on the District’s debt can be tound in Note 11 to the basic financial statements and Exhibits
I-10 through I-12 of the Statistical Scction.

ECONOMY AND OTHER CONDITIONS IMPACTING THE DISTRICT

The cqualized assessed valuation of the District has experienced a 0.24% average growth rate over the last ten years
although the 2016 equalized assessed valuation of $140,752,201 is 8% higher than the previous year. Asin 2016, home
sales scem slow, but area home prices continued to chimb because there is insufficient inventory to meet the current
demand. The median price of homes in the Chicago area was up 5.6% compared to the prior year. A strong fund
balance, along with an emphasis on controlling expenditures, should allow the District to protect its operations from
cconomically sensitive revenues stemming from fiscal constraints at the federal and state levels. The boundarics of
the District encompass 91% of the land arca of Cook County. The District is located in one of the strongest and most
cconomically diverse geographical arcas of Ilhnois. Unemiployment for the Chicago-Naperville-Joliet Metropolitan
Division decreased to a scasonally adjusted rate ol 4.8% for 2017, down from 5.8% a year carlier. Employment,
tourism, manufacturing, and the commercial and residential real estate markets have all been steadily improving i the
past few years.

Corporate Fund. The Corporate Fund is the Distriet’s general operating fund and mceludes appropriation requests for
all the day-to-day operational costs anticipated for 2018, The total appropriauon for the Corporate Fund in 2018 is
$370.2 million, an increase of $1.3 million. or.3% from the 2017 Adjusted Budget. The 2018 tax levy for the Corporate
Fund is $223.9 million, an increase of $16.5 mullion or 7.4% compared to the 2017 Adjusted Budget.
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Property taxes and user charges are the primary funding sources for the District’s Corporate Fund. Illinois law limits
the tax rate of this tund to 41 cents per $100 of equalized assessed valuation. The estimated tax rate for the Corporate
Fundin2018is 16.11 cents, an increase 0f 0.66 cents trom 2017 as adjusted. User charges are collected from industrial,
commercial, and non-profit organizations to recover operations, maintenance, and replacement costs proportional to
their sewage discharges, in excess of property taxes collected. The major categorices of payers: chemical manulacturers,
food processors, and government services, are generally expected to maintain their recent level of discharges.

Stormwater Management Fund. The Stormwater Management Fund was established by Public Act 93-1049 on
January 1, 2005. This fund accounts for tax levies and other revenuc to be used lor stormwater management activities
throughoutall of Cook County, including areas that currently lic outside the District’s boundaries. The fund consolidates
the stormwater management activities of the Engineering and Maintenance & Operations Departments.

The Stormwater Management Fund appropriation for 2018 totals $65.6 million, an increase of $19.8 million or 43.2%
fromthe 2017 Adjusted Budget. Property taxes are the primary funding source for the District’s Stormwater Management
Fund. Illinois law limits the tax rate of this fund to 5 cents per $100 of equalized assessed valuation. The estimated
tax rate for the Stormwater Management Fund in 2018 is 3.2 cents, which is an increase of 0.4 cents from 2017 as
adjusted.

Although the primary funding source for the Fund is the Stormwater Property Tax Levy, the District also issued Alternate
Revenue Bonds funded {rom the Stormwater Levy in both the 2015 and 2016 bond offerings. The “green” projects
financed by the bonds involves the development, design, planning and construction of regional and local stormwater
facilities provided for in the countywide stormwater management plan and the acquisition of real property.

By means of this program, the District has completed Detailed Watershed Plans (DWP) for all six watersheds in Cook
County, initiated a Stormwater Management Capital Improvement program, initiated a Small Strecams Maintenance
Program (SSMP), and adopted and implemented the Watershed Management Ordinance.

Two categories have been established for DWP projects. The first category is streambank stabilization, which involves
addressing critical active streambank crosion threatening public safety, structures, and/or infrastructure. The second
category of projects addresses regional overbank flooding. The selected projects constitute the Stormwater Capital
Improvement Program, and will be scheduled according to tunding availability.

Through the management of the SSMP, the M&O Department works to reduce flooding in urbamzed areas. The streams
that flow through the neighborhoods of Cook County are more than just a scenic part of the landscape but also serve
the vital function of draining stormwater and preventing flooding. In order to function, the streams must be maintained,
which includes removing blockages and preventing future blockages by removing dead and unhealthy trees and invasive
species. ' ’
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The District’s statutory authority for Stormwater Management in Cook County (70 ILCS 2605/7h) was amended in
2014 to allow for the acquisition of flood-prone properties. Subsequent to amending the Cook County Stormwater
Management Plan to be consistent with Public Act 98-0652, the District’s Board of Commissioners adopted a policy
on sclection and prioritization of projects for acquiring flood-prone property, which is comprised of three distinct
components, as follows: -

®  Local Sponsorship Assistance Program: The District’s top priority will be to facilitate the Illinois Emergency
Management Agency’s federally funded program by assisting local sponsor communities in providing their
share of the cost for property acquisition;

® District Initiated Program: The cost of a property acquisition alternative will be estimated for any approved
project and compared to the estimated cost of the structural project determined through a preliminary
cngineering analysis. Should the cost of the property acquisition alternative be less than the structural project,
and the benetits at least equivalent, the acquisition alternative will be pursued in lieu of the structural project;

* Local Government Application Program: The District will consider applications directly from local
governments requesting property acquisition of specific flood-prone structures. g

Capital Improvement Program: Construction Fund and Capital Improvements Bond Fund. The District’s overall
Capital Program includes 2018 project awards, land acquisition, support, future projects, and projects under construction, -
with a total cost of approximately $1.2 billion. Capital projects involve the acquisition, improvement, replacement,
remodeling, completing, altering, constructing, and enlarging of District facilities. Included are all fixtures which are
permanently attached to and made a part of such structures and non—structural improvements, and which cannot be
removed without, in some way, impairing the facility or structure.

Projects under construction have been presented and authorized in previous Budgets and are recognized in the Annual
Budget as both outstanding liabilities in the Capital Improvements Bond Fund, and as re-appropriations in the
Construction Fund. Future projects, not yet appropriated, are included in the Annual Budget to present a comprehensive
picture of the District’s Capital program. These future projects will be requested for appropriation subject to their
priority, design, and available funding.

The District utilizes two tunds for its Capital program, the Construction Fund and the Capital Improvements Bond
Fund. The Construction Fund is utilized as a “pay as vou go™ capital rehabilitation and modernization program. Capital
projects are financed by a tax levy suflicient to pay for project costs as they are constructed. As the District replaces,
rehabilitates, and modernizes aged and less effective infrastructure, capital projects are assigned to the Corporate,
Construction, or Capital Improvements Bond Fund based on the nature of the project, doHar magnitude, and useful lite
of the improvement. The Construction Fund 1s used for operations-related projects, where the useful life of the
improvement is less than 20 years.

The Capital Improvements Bond Fund. the District’s other capital fund. includes major capital infrastructure projects
whose useful lives extend beyond 20 years, and which will be Iinanced by long-term debt, Federal and State grants,
and State Revolving Fund loans.

The 1995 Tax Extension Limitation Law (Tax Cap), and subscquent amendmients to the bill, dramancally impacted the
methods of financing the Capital Improvements Bond Fund. The original legislation required, in general, that all new
debt be approved by referendum. However, an exemption for projects mitiated before October 1, 1991 was granted to
the District to enable completion of the Tunnel and Reservoir Plan (TARP).. The bill was later amended to establish o
“debt extension base,” which allowed local governments. with non-referendum authority. to continue to 1ssuc non-
referendum debt in terms of “limited bonds™ as fong as their annual debt service levies did not exceed 1994 levels.
This law was further amended in 1997 to exclude TARP project debt from this debt service extension base. The passage
of legislation in 1997 allowing for expanded authority to 1ssue “limited bonds™ by excluding prc-c.\l’lsling'l'/\l{l’ projects
provides additional linancing flexibility to procced with our Capital program.
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The USEPA implemented the State Revolving Fund (SRF) to ensure that cach state’s program is designed and operated
to continue to provide capital funding assistance for water pollution control activities in perpetuity, but preserves a high
degree of flexibility for operating revolving funds in accordance with cach state’s unique needs and circumstances.
Funds in the SRF are not used to provide grants, but must be available to provide loans for the construction of publicly
owned wastewater treatment works. Low interest SRF loans are an integral part of the District’s capital improvements
financing. SRF revenues are based on the award and construction schedule of specific projects. In 2017, the District
received $228,781,500 in cash receipts for SRF projects.

Construction Fund. The Construction fund appropriation for 2018 totals $26,080,600, a decrease of $8.369,800 or
24.3% from the 2017 Adjusted Budget.

Capital projects in the Construction Fund arc primarily supported by property taxes and thus subject to the Tax Cap.
The 2018 tax levy planned for the Construction Fund is $11.700,000. a decrease of $4.6 million or 28.1% from the
2017 Adjusted Levy.

Capital Improvements Bond Fund. The 2018 appropriation for the Capital Improvements Bond Fund is $312,982.900,
adecrease of $41,642,700 or 11.7% from the 2017 Adjusted Budget. Capital projects pursued by the District are: mission
critical, improve environmental quality, preservation/rehabilitation of existing infrastructure or commitment fo the
community through process optimization. The appropriation is based on the scheduled award of $275,206,000 in
projects. Capital Improvements Bond Fund projects scheduled for award in 2018 with estimated award values include
onc TARP moditication project of $2.5 million; eleven plant expansion and improvement projects at $38.6 million;
and fourteen facilities replacement projects at $89.1 million.

The decrease in appropriation for the Capital Improvements Bond Fund of $41.642,700 reflects the pattern in the award
of major projects. An appropriation for the open value of existing contracts is also carried forward from the prior year.

The remaining $37,776,900 million appropriation for this fund will provide for studies, scrvices, and supplics Lo support
District design and administration of proposed and ongomg construction activity. including the TARP reservoirs. A
comprehensive narrative, and exhibits detailing our entire Capital program, is provided in the Capital Budget (Section
V) of the 2018 budget document.

A listing and description of proposed projects, and projects under construction, scheduled for 2018, can be found in
the Capital Budget (Scction V) of the 2018 Budget document.

Other Post-Employment Benefits (OPEB) Trust. The District provides subsidized health care benefits for its retirees.
The Governmental Accounting Standards Board (GASB) Pronouncement 45 requires reporting of the future liability
for maintaining these benefits in the Comprehensive Annual Financial Report (CAFR).

In 2006. the District proposed stale legislation to give authority to establish an OPEB trust. Public Act 95-394 became
effective on August 23, 2007, Since inception, the District has budgeted and transterred a total of $127.400,000 million
into the OPEB Trust Fund. The District has continued to contribute $5.0 million per year until the Trust is fully tunded.
Total net position was $195,200,000 as of December 31, 2017, The accumulated unfunded OPERB obligation was
estimated at approximately $113,547.457 at December 31,2017, On December 19. 2013, the Board of Commissioners
adopted a revised investment policy statement for the Mctropolitan Water Reclamation District Retiree Health Care
Trust.
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In 2007, the Board adopted an initial advance funding policy meant to (i) improve the District’s financial position by
reducing the amount of future contributions and (ii) serve to establish a reserve to help ensure the tinancial ability to
provide healthcare coverage for District retirees and annuitants in the future. On October 2, 2014, the advance funding
policy was amended by the Board with the following guidelnes:

Target Funding Level: 100% maximum
Funding Period: 12 years

Funding Amount: $5 million tfunding in each of the twelve years 2015 through 2026,
with no further advance funding contribution required after 2026

Beginning in 2027, cash to be withdrawn from the Trust to fund claims and insurance premiums will be determined by
the Trust’s actuary with the target funding level to be maintained at 100% for all future years. There is currently no
legal requirement for the District to partially or fully fund the OPEB Trust Fund and any funding is on a voluntary
basis.

The policy adopted by the District is cautious by design, and will provide ample opportunity for adjustment as experience
is gained. Future direction may also be changed signiticantly by national health care policies and programs.

Pension and OPEB Reporting Changes. The District implemented GASB 68, Accounting and Financial Reporting
for Pensions, beginning with the year ended December 31, 2015. The implementation of this standard resulted in a net
pension liability recognized by the District of $947,300,000; however, net position remained positive. The OPEB Trust
Fund implemented GASB 74 (for post-retirement plan) in 2017 and the District will be implementing GASB 75 (for
employer) in 2018. '

Organized Labor. The District has seven collective bargaining agreements that cover sixteen unions and include
approximately 770 of the District’s employees for the purposes of establishing wages and benefits. Three-year successor
agreements were negotiated with all bargaining units in 2017 and will exprre in 2020.

Retirement Fund. On August 3, 2012, Governor Quinn signed House Bill 4513, now Public Act 97-0894, into law.
The tax multiple, which is limited by state statute, was increased in 2013 from 2.19 to the amount sufficient to meet
the Fund’s actuarially determined contribution requirement, but not to exceed an amount equal to 4. 19 times the employee
contributions two years prior. The employee contributions for tier 1 employees (those hired before January 1. 2011)
increased 1% each year for 3 years beginning January 1, 2013, increasing the contribution rate from 9% to 12%. The
employce contributions will remain at 12% until the funded ratio reaches 90% then the contribution rate will be reduced
to 9%.

REQUESTS FOR ADDITIONAL INFORMATION
This financial report is intended to provide a general summary of the District’s finances to interested parties, and to
demonstrate the District’s accountability over the resources it receives. Please feel tree to contact the Clerk/Director

of Finance or Comptroller at the Mctropolitan Water Reclamation District of Greater Chicago, 100 E. Erie Street,
Chicago, Hlinois 60611-2803, (312) 751-6500. il addinonal information is needed.
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Exhibit A-1
Governmental Funds Balance Sheets/Statements of Net Position

December 31, 2017
(with comparative amounts for prior year)

General Debt Service Capital [mprovement

[
(i thousands of dollars) Corporate Fund Fund Bond Funds
2017 2016 2017 2016 2017 2016
Assets and deferred outflows of resources
Assets
Cash S 21162 S 19388 8 11.145  § 3478 S 14113 § 7.514
Certificates of deposit 116,881 05.675 10,051 20.009 36,219 82,187
Investments (note 4) 99,282 146,736 88,768 92,185 255,468 233,557
Prepaid insurance 4,101 2117 — — —_— —_—
Taxes receivable, net (note 5) 221,802 223,793 224,578 219,040 ’ — —
Other recevables, net (note 5) 8,599 14294 — — 42,497 97.261
Duc trom other funds (note 12) 101 101 — — — —
Restricted deposits ’ 527 285 — — = —
Inventories 34,787 35,502 — — — —

Capital assets not being depreciated/amortized (note 6) — — — — — —
Capital asscts being depreciated/amortized, net (note 6) — — — — — .

Total asscts 507,242 507.891 334,542 334.712 368.297 420,519

Deferred outflows of resources:
Loss on prior debt refunding — — — — — —
Deterred outflows for pension related amounts s — — — — — —

Total deferred outflows of resources — — —_ — _ —

Total assets and deferred outflows ot resources S 507242 $ 507.891 $§ 334542 % 334712 § 368297 § . 420,519
Liabilities, deferred inflows of resources, and fund
balances/net position
Liabilitics: .
Accounts payable and other liabilities (note 5) S 21,924 § 28,126 S 3 — 3 55,356 § 45543
Due to Pension Trust Fund (note 12) ' — — ) — — — —
Due to other funds (note 12) — — — — — —
Accrued interest payable — — — — — —
Unearned Revenue (note 5) 8,139 4,855 — — — —
Long-term liabilities: (note 11)
Duc within onc year — — — — - —
Duc in more than onc ycar — — - — — —

Total habilities 30,063 32,981 — — 55,356 45,543
Deferred nflows of resources:
Unavatlable tax revenue (note 5) 185,236 174919 187,542 171.204 —_ —
Other unavailable revenue (note 5) — — — —_ 944 94]
Deterred inflows tor other pension amounts — — — — —
Total deferred inflows of resources 185,236 174,919 187,542 171.204 944 941
Fund balances
Nonspendable:
Prepaid tnsurance . 4,101 2,117 — — -— —
Inventories . 34,787 35.502 — — — —
Restricted for,
Deposits 527 285 — — — —
Working cash 280437 279.390 -— — — —
Reserve claims 25,890 27125 — — — —
Debt service — - 147.000 163,508 — —
Capital projects — — — - 164.524 228.694
Construction — - — — — —
Assigned — — — — 147,473 145341
Unassigned (Deficit) (53.799) (44.428) — — —
Total fund halances 291,943 299991 1:47.000 163,308 311.997 274,035
Total labilites, deferred mftows, and fund balances S 507242 S 507891 S 334542 0§ 334712 0§ 368297 S 420519

Net postuon,
Net mvestment in capital assets
Restricted for corporate working cash
Restricted for reserve claim
Restneted for debt service
Restreted for capital projects
Restricted for constructnion working cash
Restricted for stonmwater workimg cash
- Unrestneted (Defiat)
Total net position

See gecompanyiing notes to the basie financial statements
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Metropolitan Water Reclamation District of Greater Chicago

Retirement Other Governmental / Total Governmental Adjustments Statements of
Fund Nonmajor Funds Funds (Note 2a) Net Position
2017 2016 2017 2016 2017 2016 2017 2016 2017 2016
— 8 — § 2,590 8 5081 % 49,010 S 35461 8 — § - 5 49010 3540)
— — 29,069 5.003 212220 172.874 — — 212220 © 172874
— — 32,958 31360 476,476 503,838 — — 476476 503,838
— — 79 1 4.180 2,118 — — 4,180 2118
75,042 69,200 55,128 45,865 576.550 557,898 — — 576,550 557.898
— — 746 — S51.842 111,555 — — 51.842 111,555
— — — — 101 101 (101) (101) — —
- — — — 527 285 — — 527 285
— — — — 34,787 35,502 — — 34787 35.502

— — — — — — 5910375 5,730,902 3.910.375 5,730,902
— 1,684,067 1,696,032 1,684,067 1,696,032

75,042 69.200 120.570 87.310 1,405.693 1,419.632 7.594.341 7.426.833 9,000,034 8,846,465

— — — — — — 4,899 5426 4.899 5426
— — — — — — 182,036 187.959 182,036 187,959
— — — 186.935 193.385 186,935 193,385

75042 § 69200 $ 120,570 § 87.310 $ 1405693 S 1.419.632 § 7.781.276 § 7.620.218 § 9.186.969 § 9.039.850

— 3 — § 4886 S 5430 $ 82166 $ 79099 S — s — § 82166 S 79,099
15.868 20,051 — — 15.86% 20,051 73.990 60,208 £9.858 80,259

— — 101 101 101 101 (101) (101 — —

— — — — — — 15,899 16,145 15.899 16,145

— — — — 8.139 4.855 — — 8.139 4.855

— —_ — _ — — 167,351 140.400 167.351 140,400

— — — — — — 4192025 4179147 4192025 4,179,147
15.868 20,051 4,987 5,531 106,274 104,106 4449164 4395799 4555438  4,499.905
59.174 7 49,149 46,028 35.849 477.980 431.121 (477.980) (431.121) — —

— — — — 944 941 (944) (941) — —

— — — — — — 15.102 — 15.102 —
59.174 49,149 . 46.028 35.849 478.924 432,062 (463.822) {432.062) 15.102 —

—_ — 79 I 4,180 2018 {4.180) (2.118)

- — — — 34.787 35.502 (34.787) (35.502)

— — - 527 285 (527 (283)

— — 59.713 59.454 340.150 338.844 (340.150) (338.844)

— — — — 25,890 27.125 (25.890) (27,125

— — — — 147.000 163,508 (147.000) (163.509)

— — 1,146 — 168,670 228,694 (168.670) (228.694)

— — 5,696 — 5.696 — (3,096} —

— — — — 147473 145341 (147.473) (145.341)

— — (79) (13.525) (53.87%) (57.933) 53478 57.954

— — (9,555 45930 820,495 883,464 (820.495) (883.404)

75042 S 69,200 5 120,570 S R7.310  § 1405693 8 1.419.632

Net position”

Net mvestment in capial assets 4,710,123 4,591,899 4,710,123 4.591.899
Restricted Tor corporate working cash 280,437 279390 280437 279.390
Restricted for reserve clmm 9976 2028 0976 2,128
Restricted for debt service 318646 3IN5TS 38046 IIR.5TS
Restricted Tor capual projects 32.067 75.762 © 32,067 75.762
Restricted for construction wenking cash 22.204 22,070 22,204 22,070
Restricted fur stormwater working cash 7 37.509 37.3%4 37.509 37384
Unrestiicted (Delicit) (794.533) {787.203) (794,333 (787.263)

Total net posttion $ 4010429 § 4539945 S 40164429 § 45399045
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Exhibit A-2 ,
Statements of Governmental Fund Revenues, Expenditures and Changes in
Fund Balances/Statements of Activities

Year ended December 31, 2017
(with comparative amounts for prior year)

_ General “ Debt Service Capital Improvement
(1 thousands of dollars) Corporate Fund Fund Bond Funds
2017 2010 2017 2016 2017 2016
Revenues
General revenues: .
Propenty taxes S 212,679 § 243847 S 207,606 § 235341 % - $ —
Personal property replacement tax 28,715 - 23436 — — — —
Interest on investments 3,006 1.872 1,433 1.065 3.6359 2,689
Land sales 50 1.233 — — — —
Tax increment financing distributions 9,100 9,228 — — — —
Claims and damage settiements 199 187 — — 574 22
Miscellancous 3.888 3,275 10 4 1,958 2,217
Gan on sale of capital asscts — — — — — —
Program revenucs: :
Charges for services:
User charges 51,098 48,621 — — — =
Land rentals 17,352 20.166 — — —
Fees, forfeits, and penalties 3915 3418 — — -— —
Capital grants and contributions: .
Federal and state grants — — — — 14,555 12,817
Total revenues 330.002 355,283 209.049 236,410 20,746 17.745
Expenditures/Expenses
Board of Commissioners 4.075 4,158 — — —
General Administration 15.766 15,490 — — — -
Monitoring and Rescarch 29.696 28.490 — — - —
Procurement and Materials Management 5,954 0,611 —_ — — —
Human Resources 54.225 54,606 — - - — —
Information Technology 12.728 14,213 — — —- —
Law 5.922 6,707 — — o —
Finance 3.530 3.597 — — — —
Engineering 26.068 26,051 — — — —
Maintenance and Operations 179.181 177,695 — — - —
Pension costs — — - - — — —
OPrLB costs — — — — - —
Claims and judgments . 0,905 4.786 — ' — — —-
Construction costs — — — — 240,640 249,294
Loss on disposal of capital ussets — — — — - —
Depreciation and amortization (unallocated) — — — — — -
Debt service. !
Redemption-of bonds and capital lease — — 111.222 100.312 2473 2,358
Interest and bond 1ssuance costs — — 117.604 115,159 1,916 2315
‘Total expendituresiexpenses 344.050 342,404 228826 215471 245,029 253,907
Revenues over (under) expenditures (14,048) 12.879 (19.777) 20,939 (224.283) (236,222)
Other financing sources (uses)
Payment to escrow agent for refunded bonds — — — (399.432) - —
Bond anticipation notes 1ssucd — —— — 175.245 179.224
Bond anticipation notes converted — - — - 30,281 185,685
Bond anticipation notes refunded — e - (39.281) {185.683)
Refunding bonds issued — — — 322.260 . —
General obligation bonds issued — — — 104,000
Premium on bonds issued — — — 78,041 — 21.004
Trunsfers 6.000 — 3.209 894 {13.000) 2379
Total other financmg sources (uses) 6000 — 3.269 1.763 162,245 306607
Revenues and other financing sources (uses) over (8,048) 12.879 (16.508) 22.702 (62.038) 70385
(under) expenditures
Change i net position — — — — -
Fund balances/net position.
Begmning of the year 299,991 287.112 163.508 1408006 374035 303,630
Lind of the year S 291943 S 209991 S 47000 S 163508 S 311997 0§ 374035

See accompanyig notes to the basie financial statements
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Metropolitan Water Reclamation District of Greater Chicago

Retirement Other Governmental / Total Governmental Adjustments Statements of
Fund Nonmajor Funds Funds {Note 2h) Net Position
2017 2016 2017 2016 2017 2016 2017 2016 2017 2016

$ 61,097 $ 62186 $ 45550 S 42501 S 526932 § 583875 S 36832 0§ (27,227) § 563,764 § 556,648
14,479 15,525 — — 43,194 38,961 — — 43,194 38,961 .

— — 686 555 8.784 6.1%1 — — 8,784 6,181

— — — — 50 1,233 (500 (1.233) — —

— — — — 9,100 9,228 — — 9,100 9,228

— — 10 — 783 209 — — 783 209

3 1 19 43 5,878 5,540 (59) (13 5,819 5,527

— — — — — — .50 1210 50 1.210

— — - . — 51,098 48,621 — — 51.098 48,621

— — — — 17.352 20,166 — — 17.352 20,166

— — 1,486 746 5.401 4,164 — — 5401 4,164

— — — — 14,555 12,817 3 8 14,558 12,825

75.579 77712 47,751 43.845 683,127 730,995 36,776 (27.255) 719,903 703.740

— — — — 4,075 4,158 19 ] 4,094 4,166

— — — — 15.766 15.490 25 200 15.791 15.690

— — — — 29,696 28,490 (103) 263 29.591 28,753

— — — — 5,954 6,611 (7 (9) 5947 6,602

— — — — 54,225 54.606 42 (159) 54,267 54,447

— — — — 12,728 14213 6 489 12,734 14,702

— — — — 5922 6,707 (92 2 5,830 6,709

— — — — 3,530 3.597 (10) @n 3,520 3570

— — — — 26,068 26,051 1,762 1,951 27.830 28,002

— — — T 179.181 177.695 (187) 134 178.994 177.829

75.579 77,712 — — 75.579 77.712 31.235 30.894 106.814 108.606

— — — — — — (6.681) (7.008) (6.681) (7,008)

— — — — 6.905 4,786 (9.367) (13.334) (2,662) (8.54%)

— — 27.857 47.474 208,497 296,768 (1R2.962)  (160,365) 85,535 136,203

— — — — — — 202 13 202 13

— — — — — — 12,063 12,083 12.063 12,083

— — — — 113,695 102670 (113.695)  (102.670) — —

— — — — 119520 117.474 (9.970) (6,292) 109.550 111,182

75.579 77.712 27.857 47474 921,341 937.02% (277.922)  (244.027) 643.419 693,001

— — 19.894 (3.629)  (238214)  (206.033)  314.698 216.772

— — — - —  (399.432) — 399,432 - —

— — — — 175,245 179.224 (175.245)  (179.224) .- —

— — — — 39281 1R5,685 (39.281)  (185,685) — e

— — — — (392%1)  (185.685) 39281 185,685 — —

- — — — 322.260 — (322260 —

— — — — — 10:1.000 — (1 (<1.000) - —

— — — — — 99.045 — (99.045) : —

— — 3. (3,273) — — — — —

— — 3. (3.273). 175245 305.097 (175.245)  (305.097) - —

— — 23,625 (6.902) (62.969) 99.064 62.969 (99.064) —

— — — — — 76.4%4 10.739 76.4%4 10,739

— 45930 S2.832 883464 784,400 — — 4539945 4329206

S — S — S 69.555 S 43930 8 820495 S 883464 S — 8 —  S$4.0616429 S 43539945
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Exhibit A-3

General Corporate Fund

Statements of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual on Budgetary Basis

Year ended December 31, 2017

(in thousands-of dollars) Actual
‘ariance
With Final

Budget Actual llg’ltjl(sllgtf\tt-
Original Final Amounts (Negative)
Revenues:
Property taxes: .
Gross levy $ 223946 § 223946 S 223946 § —
Allowance for uncollectible taxes (7,838) (7.838) (7,838) —
Net property tax levy 216,108 216,108 216,108 —
Property tax collections 5.627 5.627 5,613 (14)
Personal property replacement tax:
Entitlement . 18,164 18,164 - 18,164 —
Total tax revenue 239,899 239,899 239,885 (14)
Adjustmient for working cash borrowing 4,272) (4.272) (4,272) —
Adjustment for estimated fax collections — — 11.653 11,653
Tax revenue available for current operation 235,627 235,627 247,266 11,639
Interest on investments 800 800 1,823 1,023
Land sales — — 50 50
Tax increment financing distributions 11,025 11,025 12,036 1,011
Miscellaneous ’ 8,116 R.116 6,314 (1,802)
User charges 47,000 47.000 53.252 6.252
Land rentals 19,000 19.000 20.628 1.628
Claims and damage scutlements — — 223 223
Equity transter from capital improvement bond fund 6,000 6,000 6,000 —
Fees, forfeits, and penalties 351 351 2.014 1.663
Total revenues 327919 327919 349,606 21,687
Expenditures:
Board of Commissioners 4,496 4,496 4,073 423
General Administration 17.387 17,387 15,729 1,658
Monitoring and Rescarch 31,270 31.270 29,090 2.180
Procurement and Materials Management 9.567 9.567 8.726 841
Human Resources 60.905 60,905 54,172 6,733
Information Technology 17.359 17.359 14,557 2,802
Law 8.386 §.386 5,921 2,465
Finance 3.684 3.684 3.529 155
Engineering 28.835 28.835 26.061 2774
Maintenance and Operations 187.035 187.035 176,366 10,469
Claims and judgments 30,617 30,617 © 6,903 23712
Total expenditures 399,541 399,541 345,329 54.212
Revenues over (under) expenditures (71.622) (71.622) 4.277 75.899
Fund balances at beginning of year ) 160,721 160,721 166,348 5.627
Net assets available for future use (89.099) (89.099) — 89.099
Fund balances at beginning of the year 71.622 71.622 166,348 94.726
Fund balances at end of year S. — 3 - S 170,625 S 170,625

See accompanying notes to the basie financial statements
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Exhibit A-4

Retirement Fund

Statements of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual on Budgetary Basis

Year ended December 31, 2017

(m thousandy of dollars)

Actual
Variance
with Final
Actual on Budget -
Final Budgetary Positive
Retirement Fund Budget Basis (Negative)
Revenues:
Property taxes $ 62,880 $ 61,097 % (1,783)
Personal property replacement tax 16,625 14,479 (2,146)
' Miscellaneous — 3 3
Total tax revenue 79,505 75,579 (3,926)
Operating expenditures:
Pension costs 79,505 75,579 3,926
Total expenditures . 79,505 75,579 3,926

Revenues over (under) expenditures — — —

Fund balances at beginning of the year — — —

Fund balances at end of the year $ — § — 3 —

See accompanying notes to the basic financial statements
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Exhibit A-5

Pension and Other Post Employment Benefits Trust Funds

Statements of Fiduciary Net Position

Year ended December 31, 2017
(with comparative amounts for prior vear)

Cash

Receivables )
Employer contributions-taxes (net of allowance for

uncollectible $3,883 in 2017; $3,753 in 2016)

Sccurities sold
Forward foreign exchange contracts
Accrued interest and dividends
Accounts receivable

Total receivables

" Investments at fair value
Corporate and governmental bonds and notes
Money market funds
Pooled funds - fixed income
Pooled funds - equitics
Balanced funds
Common and preferred stocks
Mutual and commingled Equity funds
Short-term investments

Total'investments

Securities lending capital

Total assets

Liabilitics
Accounts payable
Securities lending collateral
Forward forcign exchange contracts
Securities purchased

Total liabilities
Net position restricted for
pension and OPEB benetits

See accompanying notes to the basie financial statements
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(in thousands of dollars)

2017 2016
1,990 S 3,670
89,604 79,505
42,172 7,563
123,333 116,576
3,733 3,237
43 45
258,885 206,926
249,812 234,275
16,994 5,590
247,005 256,464
97.893 §1,809
17,449 16,013
576,588 524,405
342,484 285,515
30,689 32,493
1,578.914 1,436,564
27,448 42118
867,237 1.689,278
1,374 1,274
27,448 42118
124,384 116.937
17,037 11.507
170,243 171,836
51696994 5 1,517,442




Exhibit A-6
Pension and Other Post Employment Benefits Trust Funds
Statements of Changes in Fiduciary Net Position

Year ended December 31, 2017
(with comparative amounts _for prior year)

(i thousands of dollars)

2017 2016
Additions:
Contributions:
Employer contributions 5 108,289 § 100,177
Employee contributions 20.840 . 20,831
Retirce contributions — 7917
Total contributions 129,129 128,925
Investment income:
Net appreciation (depreciation) in fair value of investments 198,551 99,340
Interest and dividend income 25,979 29,016
Total investment income (loss) 224,530 128.356
Less investment expenses (4.663) (4,656)
[nvesument income (loss) net of expenses 219,867 123,700
Security lending activities:
Security lending income 448 265
Borrower rebates (13) 295
Bank fces (89) (126)
( Net income from sccuritics lending activities 346 434
Other - 3 107
Total additions 349,345 253,166
Deductions:
Annuities and benefits
Employee annuitants 127.099 121,730
Retiree health care benefits ) 13.431 22,835
Surviving spousc annuitants 24.203 22919
Child annuitants 142 153
Ordinary disability benefits 631 413
Duty disability benelits 77 110
Total annuities and benefits 165,583 168,160 i
Refunds of employce contributions 2.560 2011
Admimstrative expenses " 1,651 1.535
Total deductions 169.794 171.706
Net increase (decrease) 179,551 S1.460
Net position held m trust for pension and OPED benefits
Beginning of year 1,517,442 1,435982
End of year $ 1696994 S 1517442

See accompanying notes to the basic financial statements
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Notes to the Basic Financial Statements
Year ended December 31, 2017

1. Summary of Significant Accounting Policies

The significant accounting policies of the Metropolitan Water Reclamation District of Greater Chicago (District)
conform to generally accepted accounting principles (GAAP) in the United States of America as applicable to
governmental units and are described below.

a. Financial Reporting Entity - The District is a municipal corporation governed by an clected nine-member
Board of Commissioncrs. As required by GAAP, these financial statements present the District (the primary
government) and its component units, the Metropolitan Water Reclamation District Retirement Fund (Pension
Trust Fund - Note 7) and the Metropolitan Water Reclamation District Retiree Health Care Trust Fund (OPEB
Trust Fund - Note 8). The Board of Trustees for the Pension Trust Fund is composed of seven members. Two
of these Trustees are Commissioners appointed by the Board of Commissioners of the District, four are District
cmployees clected by members of the fund and one is a retired employee of the District. Although the Pension
Trust Fund and OPEB Trust Fund are legally separate cntities, for which the primary government is not
financially accountable, they arc included in the District’s basic financial statements as tiduciary funds. The
nature and significance of the Pension Trust Fund and OPEB Trust Fund’s relationship with the primary
government is such that exclusion would render the District’s financial statements incomplete or misleading.
Complete financial statements of the Pension Trust Fund can be obtained from their administrative office at
111 East Erie Street, Chicago, lllinois, 60611-2898 or on their website: mwrdrf.org. Complete financial
statements of the OPEB Trust Fund can be obtained from the Treasurer of the Metropolitan Water Reclamation
District at 100 East Erie Street, Chicago, Illinois 60611-5498 or on the District’s website: mwrd.org.

b. Government-wide and Fund Financial Statements - The District’s basic financial statements include
government-wide financial statements and fund financial statements.

The government-wide financial statements include the Statements of Net Position and the Statements of
Activities, and contain information for all the District’s governmental activitics but exclude the Pension Trust
Fund and the OPEB Trust Fund, fiductary funds whose resources are not available to finance the District’s
operations. The effect of interfund transactions has been removed from the government-wide statements. The
Statements of Net Position report the financial condition of the District. This statement includes all existing
resources and obligations, both current and non-current, with the difference between the two reported as net
position. The Statements of Activities report the District’s operating results for the year with the ditference
between expenses and revenues representing the changes in net position. Expenses are reported by department
while revenues are segregated by program revenucs and general revenues. Program revenues contain charges
for services including user charges, land rentals, fecs, forfeitures, penaltics and capital grants. General revenuces
include taxes, interest on investments, and all other revenues not classified as program revenues.

In government, the basic accounting and reporting entity is a “fund.” A fund is detined as an independent
fiscal and accounting entity, with a self-balancing set of accounts which record financial resources, together
with all related liabilities, obligations, reserves, and equitics, which arc segregated for the purpose of carrying
on specific activities or attaining certain objectives, in accordance with special regulations, restrictions or
limitations. Separate fund financial statements are included in the basic tinancial statements for the major
governmental funds. The emphasis of the governmental fund financial statements is on major funds. with
cach major fund displayed as a separate column. The governmental fund financial statements include a
budgetary statement for the General Corporate Fund and the Retirement Fund.

Asa special purpose government, the District has elected to make a combined presentation of the governmental
fund statements and the government-wide statements, thercfore, the basic financial statements include
combined Governmental Funds Balance Sheets/Statements of Net Position (Exhibit A-1) and combined
Statements of Governmental Fund Revenues, Expenditures, and Changes in Fund Balances/Statements of
Activities (Exhibit A-2). Individual line ntems of the governmental fund tinancials are reconciled 1o
government-wide financials in @ separate column on the combmed presentations, with m-depth explanations
offered in Note 2.
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Metropolitan Water Reclamation District of Greater Chicago

The District reports the following major governmental funds:

General Corporate Fund

The fund was established to account for an annual property tax levy, and certain other revenues, which are to
be used for the payments of general expenditures of the District not specifically chargeable to other funds.
Included in this fund are accounts maintained by the District restricted to making temporary loans to the
Corporate Fund. Thesc accounts were established under Chapter 70, ILCS 2605/9b of the Illinois Compiled
Statutes, which refers to these accounts as a “Working Cash Fund.” Amounts borrowed from the Working
Cash Fund in onc ycar arc generally repaid by the Corporate Fund from tax collections reccived during the
subsequent year. Also included in this fund are accounts of the “Reserve Claim Fund,” established under
Chapter 70, TLCS 2605/12 of the Illinois Compiled Statutes, which is restricted for the payment of claims,
awards, losses, judgments or liabilities which might be imposed against the District, and for the repair or
replacement of certain property maintained by the District. The assets, liabilities, deferred inflows of resources
and fund balances of the General Corporate Fund, detailed as to the Corporate, Working Cash, and Rescrve
Claim account divisions at December 31, 2017 are as follows (in thousands of dollars):

Total Corporate
General Working Reserve
Corporate Corporate Cash Claim
Fund Division Division Division
Assets
Cash $ 21,162 § 18374 § 1375 % 1,413
Certificates of deposit 116,881 25,229 70,083 21.569
Investments 99.282 78.339 18,979 1,964
Prepaid insurance 4,101 4,101 — —
Receivables.
Property taxes receivable 234,532 228.515 — 0,017
Allowance for uncollectible taxes (12,730) (12,406) - (324)
Taxes receivable. net 221.802 216.109 - 5.693
User charges ’ 2,782 2,782 — —
Miscellaneous 5817 5.537 — 280
Due from Stormwater Management Fund ) 101 101 — -—
Restricted deposits 527 827 — —
Inventories 34,787 34,787 — —
' Total assets S 507242 § 385886 S 90.437 § 30.919
Liabilities, Deferred Inflows and Fund Balances
Liabititics- °
Accounts payable and other liabihities $ 21,924 % 21,650 $ ) 274
Unearned revenue 8,139 X139 — —
Due to corporate fund from corporate working cash —— 190000 (190.000)
Total liabilities 30,063 219,789 (190.000) 274
Deferred inflows of resources:
Unavailable tax revenue 185.236 180,481 — 4.755
Total deterred mflows of resources 185.236 180,451 — 4,753
Fund balances
Nonspendable:
Prepard msurance 4.101 4.101 — —
Inventories 34787 34,787 —
Restnicted for.
Decposits 527 527
Workig cash 280,437 — 280,437
Reserve clams 25.890 — — 25890
Unassigned (Deficit) (53.799) (53.799) — —
Total fund balances 201943 (14384 280437 25.8900
Total hiabthines. deferred inllows and fund balances $ 507242 & 3RINR6 S V0437 8§ 30919
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The revenues. expenditures, and changes in fund balances of the General Corporate Fund. detailed as to the
Corporate. Working Cash. and Reserve Claim account divisions for the year ended December 31, 2017, are
as follows (in thousands of dollars):

Total Corporate
General . Working Reserve
Corporate * Corporate Cash Claim
Fund Division Division Division
Revenues:
Property taxes S 212679 § 207350 $ — 3 5,329
Personal property replacement tax 28,715 28,715 — —
Total tax revenue 241,394 236,065 — 5,329
Interest on investments 3,006 1,628 1,046 332
Land sales 50 50 — —
Tax increment financing distributions 9,100 9,100 — —
Claims and damage scttlements 199 189 — 10
Misccllancous 3,888 3.888 — —
User charges 51,098 51,098 — —
Land rentals 17,352 17,352 — —
Fees, forfeits and penalties ’ 3915 3915 — —
Total revenues 330,002 323,285 1,046 5.671
Operations: -
Board of Commissioners 4,075 - 4,075 — —
General Administration 15,766 15,766 — —
Monitoring and Research 29,696 29.696 — —
Procurement and Materials Management 5,954 5.954 — -
Human Resources 54,225 54,225 — —
Information Technology 12,728 12,728 — —
Law 5,922 5.922 —_ —
Finance 3,530 3,530 - — —
Engineering 26.068 - 26,068 — —
Maintenance and Operations 179,181 179,181 — -
Claims and judgments 6.905 —- — 6.905
Total expenditures 344,050 337,145 — 6,905
Revenues over (under) expenditures (14,048) (13.860) 1.046 (1.234)
Other financing sources/(uses): .
Equity transter in/(out) ’ 6.000 6,000
Net Change 1in Fund balance (8,048) (7.860) 1.046 (1.234)
Fund balance at the beginning of year 299,991 (6.524) 279.391 27.124
Fund balance at the end of year S 291943 §  (14.384) S 280,437 S 25.890

Debt Service Fund

A sinking fund established to account for annual property tax levies and certain other revenues, principally
mterest on investments, which are restricted to be used for the payment of interest and redemption of principal
on bonded debt.

Capital Improvements Bond Fund
A capital projects fund established to account for the proceeds of bonds awthorized by the Hlinows General
Assembly, bond anticipation notes net of redemptions, government grants, and certain other revenues, which
are all restricted to be used 1n connection with improvenents, replacements, and additions to designated
environmental improvement projects.
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Retirement Fund

Aspecial revenue fund established in accordance with statutory requirements to account for the annual property
taxes and personal property replacement tax (PPRT), which are specifically levied to finance pension costs.
These taxes are collected and paid to the Pension Trust Fund (see Note 7).

The District reports the following non-major governmental funds:

Construction Fund

A capital projects fund established to finance smaller construction projects on a pay-as-you-go basis. The
Fund is primarily tinanced with an annual property tax levy and certain other revenues to be used to finance
modernization and rehabilitation projects. Included in this fund are accounts maintained by the District
restricted to making temporary loans to the Construction Fund. These accounts were established under Chapter
70, ILCS 2605/9(c) of the Ilinois Compiled Statutes, which refers to these accounts as a “Construction Working
Cash Fund.” Amounts borrowed in one year are gencrally repaid by the Construction Fund from tax collections
received during the subsequent year. The assets, liabilities, deferred inflows of resources and fund balances
of the Construction Fund, detailed as to the Working Cash and Construction account divisions at December
31.2017 are as follows (in thousands of dollars):

Construction
Total Working
Construction Construction Cash
Fund Division Division
Assets
Cash S 1,175 § 1,023 § 152
Certtficates of deposit 12,055 4,005 8,050
Investments . 14,503 12,501 2,002 -
Recervables.
Property taxes receivable 16.549 16.549 —
Allowance for uncollectible taxes (847) (847) -
Taxes receivable, net 15,702 15,702 —
Miscellancous 746 746 —
Total asscts S 44,181 S 33977 § 10.204
Liabilitics, Deferred Inflows of Resources, and
Fund Balances
Liabilines:
Accounts payable and other liabilitics S 3,171 S 3718 —
Due to Construction Fund from Construction
Working Cash — 12,000 (12,000)
Total liabilities 3,171 15,171 (12,000)
Deferred inflows of resources:
Unavailable tax revenue 13,110 13.110 —
Total deterred inflows of resources 13,110 13,410 —
Fund balances:
Restricted for.
Working cash 22.204 — 22,204
Unassigned 3.696 3,696
Total fund balances 27.900 5.606 22.204
Total habilites, deferred mflows, and fund

balances S 44,181 § 33977 S 10.204
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The revenues, expenditures, and changes in fund balances of the Construction Fund, detailed as to the
Construction and Working Cash account divisions for the year ended December 31, 2017, are as follows (in
thousands of dollars):

Total Construction
Construction Construction Working Cash
Fund Division Division
Revenues:
Property taxes 5 12,995 § 12995 % —
Total tax revenue 12,995 12,995 —
Interest on investments 326 193 133
Miscellaneous — — —
Fees, forfeits and penaltics 1,486 1.486 —
Total revenues 14,807 14.674 133
Construction Costs:
Contractual scrvices 1,680 1,680 —
Machinery and equipment 3.000 3,000 . —
Capital projects ' 9.112 9.112 —
Total expenditurcs 13,792 13,792 —
Revenues over (under) expenditures 1,015 882 133
Other financing sources (uses):
Equity transter in/(out) 7.000 7.000 —
Net Change in Fund balance 8.015 7,882 133
Fund balance at the beginning of year 19,885 (2,186) 22,071

Fund batancc at the end of year S 27.900 S 5.696 % 22204
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Stormwater Management Fund o

A capital projects fund established to account for the annual property taxes which are specifically levied to
finance all activities associated with stormwater management, including construction projects. Included in
this fund are accounts maintained by the District restricted to making temporary loans to the Stormwater
Management Fund. These accounts were established under Chapter 70, ILCS 2605/9(e) of the [llinois
Compiled Statutes, which refers to these accounts as a “Stormwater Working Cash Fund.™ Amounts borrowed
in one year are generally repaid by the Stormwater Management Fund from tax collections received during
the subsequent year.

The assets, liabilitics, deferred inflows of resources and fund balances of the Stormwater Management Fund,
detailed as to the Working Cash and Stormwater Management account divisions at December 31, 2017 are as
follows (in thousands of dollars):

Total ' Stormwater
Stormwater Stormwater Working
Management Management Cash
Fund Division Division
Assets
Cash s 1,415 § < 1,413 S 2
Certificates of deposit ) 17,014 6.007 11,007
Investments 18.455 18.455 —
Prepaid Insurance 79 79 —
Recceivables:
Property taxes receivable 41,546 41,546 —
Allowance for uncollectible taxes (2.120) (2,120) —
Taxes recervable, net 39.426 39,426 —
Total assets $ 76,389 § 65,380 $ 11,009
Liabilities, Deferred Inflows, and Fund
Balances
Liabilitics:
Accounts payable and other liabilities S 1,715 § 1,715 § —
Duc to Stormwater Management Fund )
from Stormwater Working Cash 101 26.601 (26,500}
Total liabilities 1.816 28.316 (26,500)
Deferred inflows of resources: ’
Unavailable tax revenue 32918 32918 —
Total deferred inflows of resources 32918 32,918 —
Fund balances:
Nonspendable:
Prepaid Insurance 79 79 —
Restricted tor:
Working Cash 37.509 — 37.509
Capital projects 4,140 4,146 —
Lnassigned (79) (79) —
Total fund balances 41.655 4.1406 37.509
Total tiabihties, deferred itlows, and - )
fund balances S 76,389 S 65380 S 11,009
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The revenues. expenditures, and changes in [und balances of the Stormwater Management Fund, detailed as
to the Stormwater Management and Working Cash account divisions for the year ended December 31, 2017,
arc as follows (in thousands of dollars):

Total Stormwater
Stormwater Stormwater Working
Management  Management Cash
Fund Division Division
. Revenues:
Property taxes S 32,555 § 32555 8§ —
Total tax revenue 32,555 32,555 —
Interest on investments 360 235 125
Claim and damage scttlements 10 10 —
Miscellaneous revenue 19 19 —
Total revenues 32,944 32,819 125
Construction Costs:
Personal services 6.087 6,087 —
Contractual services 1,604 1,604 —
Matcrial and supplies 462 462 —
Capital projects 5912 5912 —
Total expenditures 14,065 14,065 —
Revenues over expenditures 18.879 18,754 125
Other financing (uses):
Equity transfer in/(out) (3,269) (3,269} —_
Net Change in Fund balance 15.610 15.485 125
Fund balance at the beginning of year 26,045 (11,339) 37,384
Fund balance at end of year $ 41,655 § 4,146 $ 37.509

In addition, the District reports the following tiduciary funds:

Pension Trust Fund ,

A fiduciary fund established to account for employer/employee contributions, investment earnings, and
cxpenses [or employee pensions. The balance reflected as employer contributions receivable represents
amounts duc to the plan pursuant to fegal requirements.

OPEB Trust Fund

A fund established (pursuant to 70 [LCS 2605/9.6(d)) to administer the defined benefit, post-cmployment
health care plan. The intention of the District is that the Fund satisfics the requirements of Section 5 of the
Internal Revenue Code ot 1986, as amended. A private letter ruling regarding the exclusion of the Trust’s
income from gross income under Scction 115 has been received from the IRS
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Basis of Accounting and Measurement Focus

Government-wide and Fiduciary Fund Financial Statements

The government-wide and fiduciary financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when carned and expenses
are recorded at the time liabilities are incurred, regardless of the period of related cash flows. Property taxes
are recognized in the year of levy and personal property replacement taxes are recognized in the year carned.
Grants and similar items are recognized as revenuc in the fiscal year that all eligibility requirements have been
met.

Governmental Fund Financial Statements

The District’s governmental funds are reported using the current financial resources measurement focus and
the moditied accrual basis of accounting. Under the modified accrual basis, revenues are recognized when
they become measurable and available to finance operations. Expenditures are recognized in the period in
which the fund liability s incurred except for principal and interest on long-term debt, compensated absences,
claims, judgments, and arbitrage, which are recognized when due and payable.

The accounting and reporting treatment applied to the capital assets and long-term liabilities associated with
a fund are determined by its measurement focus. Since governmental funds arc accounted for on the current
financial resources measurement focus, only current assets and current liabilities are included on their balance
shects. Their reported fund balance (net current assets) is considered a measure of “available spendable
resources.” Governmental fund operating statements present increases (revenues and other financing sources)
and decreases (expenditures and other financing uses) in net current assets. Accordingly. they are said to
present a summary of sources and uses of “available spendable resources™ during a period.

Property taxes, user charge revenue, interest, land rentals, and personal property replacement tax revenue are
susceptible to accrual. In general, the revenue recognition period is limited to amounts collected during the
period or within sixty days following year-end. Revenues that are unavailable are reported as deferred inflows
of resources.

Grants from Federal and State agencies are recorded as revenues in the fund financial statements when
reimbursable expenditures are incurred, or other eligibility requirements imposed by the provider are met, and
the grant resources are measurable and available.

Property taxes attach as an enforceable lien on property as of January 1 of the levy year. They are levied and
recorded as a receivable as of January 1 and are due in two installments in the following year. The annual
ordinance for the levy of taxes contains a reserve for loss in collection of 1axes. The District reviews the
reserve annually.

Budgeting (appropriations) - The District’s fiscal year begins January | and ends on December 31, The
District’s procedure for adopting the annual budget consists of the following stages:

(1Y After the first half of the fiscal year, the Budget Office holds a meeting with departmental budget
representatives to discuss policy and procedures for budget preparation that begins in July. Instructions
are distributed to departments, together with guidelines from the Executive Director, which indicate the
direction the Budget should follow for the coming fiscal year. The basic forms are returned to the Budget
Office and a general sumimary is prepared for the Executive Director, who conducts departimental hearings
m August.

(2) The public budget process begins with Board of Commissioners Study Sessions providing a budget
overview i Junce.
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(3)

(4

(5)

(6)

N

(8)

(9

A revenue meeting is conducted by the Executive Director, Administrative Services Officer, and Budget
Officer, along with those departments responsible for revenue items. Available resources used to finance
the Budget are analyzced at this meeting.

When departmental estimates are approved and final decisions are made, a Budgel Message is prepared
and the proposals of the Exccutive Director become the initial budget document. After departmental
requests are finalized, the Executive Director’s Budget Recommendations are published within 15 days.
The Executive Director’s Budget Recommendations are published and presented to the Board in October.
At all times, the Budget figures are balanced between revenues and expenditures.

The Board’s Committec on Budget and Employment holds public meetings with the Exccutive Director
and department heads regarding the Executive Director’s proposals.

At the conclusion of these hearings, the Committee on Budget and Employment recommends the
preparation of a second document, a supplement to the Executive Director’s Budget Recommendations
called the “Tentative Budget,” which incorporates changes approved at the hearings. Once printed, this
is placed on public display, along with the Exccutive Director’s Budget Recommendations, for aminimum
of 10 days. An advertisement is published in a general circulation newspaper announcing the availability
of the Tentative Budget for inspection at the main office of the District, and specifying the time and date
of the public hearing.

At least one public hearing is held between [0 and 20 days after the Budget has been made available for
public inspection. All interested individuals and groups are invited to participate.

After the public hearing, the Committee on Budget and Employment presents the Tentative Budget, which
includes revisions and the approved Appropriation and Tax Levy Ordinances, 1o the Board for adoption.
This action must take place beforc January 1. '

The Budget, as adopted by the Board, can be amended once at the next Regular Meeting of the Board.
No amendment, however, can be requested before a minimum of five days after the Budget has been
adopted. Amendments for contracts and/or services not received before December 31 must be re-
appropriated in the new Budget and are included through this amendment process.

(10) The final budget document “As Adopted and Amended” is produced, and an abbreviated version, known

as the “short form™ is published in a newspaper of general circulation before January 20 of the fiscal year.

(11) Budget implementation begins on January 1. The Finance Department and Budget Ottice provide control

of appropriations and ensure that all expenditures are made in accordance with budget specifications. The
manual entitled “Budget Code Book™ is published in conformance with the Adopted Budget and is used
to administer, control, and account for the Budget.

(12) Supplemental appropriations can be made for the appropriation of revenucs from federal or state grants.

loans. bond issucs, and emergencies. The Exccutive Director is authonized to transfer appropriations
between hine items within an object class of expenditure within a department. After March | ot cach tiscal
yéar, transfers of appropriations between objects of expenditures or between departments must be
presented for approval to the Board in accordance with applicable statutes.

(13)The Board can authorize. by a two-thirds majority, the transfer of accumulated investment income

between funds and the transfer of assets among the Working Cash Funds.
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Deposits with escrow agent in the amount of $280,000 arc currently held with the District's workman's
compensation third party provider, all others (if any) represent cash with the escrow agent for the subsequent
payment of intcrest on debt.

Certificates of deposit arc stated at cost plus accrued interest.

Investments of the Governmental Funds are reported at fair value plus accrued interest. The fair value of a
financial instrument is the amount that would be received to sell an asset or paid to transfer a liability (exit
price) in an orderly transaction between market participants at the measurement date. Changes in the carrying
value ot investiments, resulting in realized and unrealized gains or losses, are reported as a component of
mmvestment income in the statement of revenucs, expenses and changes in fund balances.

Investment securities, in general, are exposed to various risks, such as interest rate, credit, and overall market
volatility. Duc to the level of risk associated with certain investment sccurities, it is reasonably possible that
changes in the values of investment securities will occur in the near term that could materially atfect the
amounts reported in the statement of net position and in the statement of revenues, expenses and changes in
fund balances.

The investment with the State Treasurer’s Illinois Funds is measured at the net asset valuc per share provided
by the pool. The Illinois Funds are not registered with the SEC. Statc statute requires the State Treasurer’s
Mlinois Funds to comply with the llinois Public Funds Investment Act (30 I1.CS 235). Oversight is provided
by the State Treasurer. Investments of the Pension and OPEB Trust Funds, other than short-term investments,
are also stated at fair value.

Inventory. consisting mainly of materials, supplics, and repair parts which maintain and extend the life of
the District’s Treatment facilities, is reported on the Balance Sheet of the General Corporate Fund and the
government-wide Statements of Net Position. The District maintains a perpetual record-keeping system and
uses a moving-average method, based on cost, for pricing its storcroom inventories. Materials, supplies, and
repair parts are recorded as expenditures/expenses when consumed.

. . - ( e . . ~ .
Prepaid assets represent services the District has paid for but has not received the full benefit. Prepaids are
recorded as expenditures/expenses when consumed.

Inventory balances and prepaid insurance at year-end are reported as nonspendable fund balance in the
governmental funds. ’

Restricted assets represent cash and investments set aside pursuant to real estate escrow and intergovernmental
agreements.

Interfund transactions represent governmental fund transactions for the followimg: a) loans between funds
reported as duce to /due from other funds; b) reimbursements between funds reported in the fund financials as
expenditures in the reimbursing fund and a corresponding reduction in expenditures in the reimbursed fund;
and ¢} transfers between funds. All interfund transactions are eliminated in the government-wide financial
statements. See Note 12 for further disclosure of interfund transactions.
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. Capital Assets including land (and land improvements), buildings, equipment, computer sofiware,
infrastructure, acquired casements, and construction in progress are recorded at historical cost or estimated
historical cost in the government-wide financial statements. Intcrest costs are not capitalized. Infrastructure
assets include the District’s sewers, water reclamation plants (WRP,) waterway assets, TARP deep tunnels.,
and drop shafts. The thresholds for reporting capital assets are as follows:

Land and buildings $100,000 and over
\ Infrastructure $500,000 and over

Equipment $20,000 and over

Computer software $100,000 and over

Depreciation and amortization of capital assets is provided on the straight-line method (using a ten pclccnl
salvage value for equipment) over the following estimated useful lives:

Buildings and land improvements ' 80 years
Infrastructure (TARP deep tunnels and drop shafts only) 200 years
Equipment 6-50 ycars
Computer software 5 years

The District is using the modified approach as an alternative to depreciation to report its eligible infrastructure
assets, with the exception of the TARP deep tunnels and drop shafts, which are depreciated. The modified
infrastructurc asscts are categorized into nctworks, systems, and subsystems. Each of the District’s seven
WRPs represents a separate network and the watcrway assets are an eighth network. The systems within the
networks are categorized by the process flow through the network (i.¢., collection system, treatment processes
system, solids processing system, flood & pollution control system, or drying solids/utilization system). The
subsystems represent the major processes of each system (e.g., fine screens and grit chambers are subsystems
of the treatment processes system). Condition assessments at each network are performed at the subsystem
level and these assessments are compiled into a single assessment for each system. The rating scales used in
the condition assessments are explained in the Required Supplementary Information immediately following
the notes.  Infrastructure asscets reported under the modified approach are not depreciated, since the District
manages these assets using an asset management system, and documents that the assets are being preserved
at a level of acceptable or better, as evidenced by a condition assessment.

In compliance with Governmental Accounting Standards Board (GASB) Statement 34, existing infrastructure
assets accounted for with the modified approach are not reported in the government-wide financial statements
until an initial condition assessment is completed for the assets” network. Currently, all the District’s WRPs
infrastructure assets are reported as infrastructure under the modified approach in the government-wide
financial statements. Condition assessments of eligible infrastructure assets must be completed at least every
three years following the initial assessments. The Kirie, Central (Stickney), Hanover, O Brien, Egan. Calumet.
Lemont WRPs, and Waterways had their initial condition assessments completed between 2002 and 20006,
The Kirie, Central (Stickney) and Waterways cach had its most recent condition assessment completed in
2017. The Egan and O’Brien networks cach had its most recent condition assessment completed in 2016,
The Hanover, Calumet and Lemont networks each had its most recent condition assessment completed in
2015, (Scec turther discussion of the modified approach in the Required Supplementary Information Scection).

Modified mtrastructure assets under construction are reported in the government-wide financial statements
as construction in progress, and are reclassified to mfrastructure assets when construction is substantiaily

complete.

m. Compensated Absences for accumulated unpmd vacation, holiday, overtime, severance and sick leave are
pard to employees upon retirement or termination. An employee is eligible to recerve 100 pereent of carned
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vacation, holiday and overtime pay. Depending upon the date ol hire and/or collective bargaining agreements,
cmployees may also be eligible to receive severance pay and 50% of accumulated sick pay up to a maximum
of sixty days. Compensated absences are accrued as they are camed in the government-wide tfinancial
statements. Expenditures and liabilities for compensated absences are recorded in the fund financial statements
when due and payable. Included in the long-term liabilities of the Statements of Net Position at December
31,2017, are liabilities for compensated absences of $2,516,000, duc within one year, and $22,811.,000, due
in more than one year.

Deferred Outflows/Inflows of Resources - Deferred inflow of resources is an acquisition of net position by
the government that is applicable to a future period. Deferred outflow of resources is a consumption of net
position by the government that is applicable to a future reporting period.

Long-Term Obligations — Long-term debt and other long-term obligations are reported in the government-
wide Statements of Net Position. Bond premiums are reported with bonds payable and amortized over the
life of the bonds, which approximates the effective interest method, in the government-wide financial
statements. In addition, the refunding transaction cost, representing the excess of the amount required to
refund debt over the book value of the old debt, is reported as a deferred outflow of resources and amortized
over the shorter of the life of the old debt or new debt in the government-wide financial statements.

The face amounts of the debt and bond premiums arc recognized as other financing sources during the issuance
period in the fund financial statements, while bond discounts are reported as other financing uses. Issuance
costs, whether or not withheld from the actual debt proceeds received, and refunding costs are recognized as
debt service expenditures in the fund financial statements.

Fund Balances - The Board of Comimissioners on December 9, 2010, adopted anew fund balance classification
policy in accordance with GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions: The policy categorizes the balances of governmental funds into the following categories:
nonspendable, restricted, committed, assigned and unassigned fund balances. The categories are described
as follows:

+  Nonspendable Fund Balance — This consists of amounts that cannol be spent because they are cither not
in spendable form, or are legally or contractually required to be maintained intact.

»  Restricted Fund Balance — Reported when constraints placed on the use of resources arc cither externally
imposed by creditors, grantors, contributors, or laws or regulations of other governments; or imposed by
law through constitutional provisions or cnabling legislation.

»  Committed Fund Balance — This consists of amounts that can only be used for specific purposes pursuant
to constraints imposed by a board motion. The District’s commissioners shall establish, modity, orrescind
a fund balance commitment by vote of a motion presented to the Board.

«  Assigned Fund Balances — This consists of amounts that arc constrained by the District’s intent to be used
for specific purposes, but arc neither restricted nor committed. The District’s Board of Commissioners
approved a motion authorizing the Executive Director to assign amounts of fund balances to a specific
purpose. The District has an assigned fund balance of $147,473,000 in the Capital Improvement Bond
Fund. for tuture capital projects.

»  Unassigned Fund Balances — This classification represents fund balance that has not been restricted,
comnmitted, or assigned to specific purposes within the general fund.

* Inthe General Corporate Fund, the District considers restricted amounts to have been spent {irst when an
expenditure is incurred for purposes for which restricted fund balance is available, followed by commtted
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amounts, and then assigned amounts. Unassigned amounts arc used only after the other categories of
fund balance have been fully utilized. In governmental funds other than the General Corporate Fund, the
District considers restricted amounts to have been spent last. When an expenditure is incurred for purposes
for which restricted fund balance is available, the District will first utilize assigned amounts, followed by
committed amounts, and then restricted amounts.

Net Position — The government-wide Statements of Net Position display three components of net position,
as follows:

»  Net investment in capital assets - This consists of capital assets, net of accumulated depreciation, less
the outstanding balances of any debt attributable to capital assets (net of unspent bond proceeds).

»  Restricted Net Position - This consists of net position that is legally restricted by outside parties, or by
law through constitutional provisions or enabling legislation. Net position restricted for working cash
and reserve claims is based on legal restrictions, while net position restricted for debt service and capital
projectsis based on legal restrictions and/or outside parties. The government-wide statement of net position
reports $700,839,000 of restricted net position.

*  Unrestricted'Net Position - This consists of net position that does not meet the definition of “restricted™
or “nct investment in capital assets.”

User Charge — The Environmental Protection Agency requires grant recipients to charge certain users of
waste water treatment services a proportionate share of the cost of operations and maintenance. The District
has utilized a User Charge System since January 1, 1980. The system was developed in accordance with 70
ILCS 2305/7.1.

Comparative Data and Reclassifications — The basic financial statements present comparative data for the
prior year to provide an understanding of the changes in financial position and results of operations, but not
at the level of detail required for presentation in accordance with accounting principles generally accepted in
the United States of America.

Use of Estimates — The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets, deferred outflows, liabilities and deferred inflows,
disclosure of contingent assets and labilities at the date of the financial statements and the reported amounts
of revenues and expenditures/ expenses during the reported period. Actual results could ditfer from those
estimates

New Accounting Pronouncement - The OPEB Trust implemented GASB 74, Financial Reporting For
Postemplovement Benefit Plans Other Than Pension Plans. The District will be implementing statement
GASB 75, Accounting and Financial Reporting For Postemployment Benefits Other Than Pensions, in 2018.
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2. Reconciliation of Fund and Government-wide Financial Statements

a.  Reconciliation of Total Fund Balances to Total Net Position - The following explanations are provided for
the reconciling adjustments shown in the Governmental Funds Balance Sheets/Statements of Net Position at

December 31, 2017 (in thousands of dollars):

Total fund balances of governmental funds
Amounts reported for governmental activities m the Statements of Net Position are different because:
Capital assets are not current tinancial resources and therefore are not reported as asscts in governmental
funds. However, capital asscts are reported in the Statements of Net Position. The cost of capital assets
and accumulated depreciation is as follows:

Capital assets

Accumulated depreciation/amortization

Capital assets, net

Long-term liabilities are not due and payable in the current period and accordingly are not reported as
liabilities in governmental funds. However, long-term liabilities are reported in the Statements of Net
Position. The long-term liabilitics consist of:

Compensated absences

Claims and judgiments

Capital lease

Bond anticipation notes

General obligation debt

Net OPEB obligation

Net Pension liability

Due to Pension Trust Fund

. Total long-term liabilitics

Bond refunding transactions are recorded as deferred outflows of resources in the governmental funds

while bond premiums and discounts are recorded as other financing sources and uses, respectively. Bond

premiums are amortized over the life of the bonds for the Statements of Net Position. They consist of:

Bond premium
Bond refunding transactions
Total bond premium and refunding transactions
Interest on debt ts not acerued in governmental funds, but rather is recognized as a liability and an
expenditure when due  Interest is recorded as a liability as it is incurred in the Statements of Net
Position. The 2017 amount 1s:
Accrued interest .
Some assets reported in governmental funds do not increase fund balance because the assets are not
“available™ to pay for current-pertod expenditures. These asscts are otfsct by deterred inflow of
resources i the governmental funds. However, these assets increase net position in the Statements of
Net Position  They consist of:
Deterred property taxes and personal property replacement tax
Grants and rents
Deferred intlows for other pension amounts
Adjustment to deferred inflow of resources
Deferred outflows of resources represent items related to pension, which will be recognized as a pension
expense i future reporting periods. Deferred outflows consist of employer contnibutions and “other™
which mcludes differences between expected and actual experience, changes of assumptions, and net
difterences between projected and actual carnings on pension plan investments.  However. these items
are reported m the Statement of Net Posstion. They consist of:
Deferred outtlows tor emiployer contributions subsequent to measurement date
Deterred outflows other pension related amounts
Adjustment to deferred outflows of resources
Interfund ransactions are elimmated for Government-wide reporting These transactions consist ol
Due from other funds
Due to other tunds
Total mterfund
Totil net posiion of governmental activities

7.891,314

(296,872)
7.594 442

(22.811)
(30.669)
(38.574)
(296,529)
(2,697.667)
(11312)
(1.079.566)

(73.990)
(4.251.118)

(182.248)
4.899

(177.349)

(15.899)

477,980
944
(15.102)

463.822

89.858
92178

182.036

101

(o)

S 4.616429
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b. Reconciliation of the Change in Fund Balances to the Change in Net Position - The following explanations
arc provided for the adjustments shown in the Statements of Governmental Fund Revenues, Expenditures,
and Changes in Fund Balances/Statements of Activities for the year ended December 31, 2017 (in thousands
ot dollars):

Net change in fund balances of governmental funds S (62,969)
Amounts reported for governmental activities in the Statements of Activities are different because.

Construction costs for capital outlays are reported as expenditures in governmental funds. However,

in the Statements of Activities, the cost of capital asscts is allocated over their estimated useful lives

as depreciation expense except for those assets under the modified approach. In the current period,
these amounts are:

Construction costs and other capital outlays 182,962

Depreciation expense-altlocated to various departments (3.128)

Depreciation/amortization expense-unallocated : (12,063)
Excess of construction and capital outlay costs over depreciation expense 167,771

Debt procceds provide current financial resources to governmental funds. However, issuing debt
increases long-term liabilitics in the Statements of Net Position. In the current period, debt proceeds
and related items were:

Bond anticipation notes proceeds (175.245)
Repayment of long-term debt is reported as an expenditure in the governmental funds, or as an other
financing use the case of refunding, but the repayment reduces the long-term habilitics in the
Statements of Net Position. In the current year, the repayments consist of ¢

Debt service principal retirement ' 113,695

Some expenses reported in the Statements of Activities do not require the use of current financial
resources and therefore are not reported as expenditures in governmental funds. Thesce activities
consist of:

Change in compensated absences-allocated to various departments 1,675
Change n claims and judgments 9,567
Change in bond interest 246
Change n bond anticipation notes interest . (3.175)
Amortization of bond issuance/refunding costs ) (527)
Amortization of bond premium 13.426
Change 1n net pension lability (31,235)
Change in OPEB costs 6,081
Total additional expenses (3.342)

The proceeds from the sale of land and equipment are reported as revenue in the governmental funds.
However, the cost of the Jand and equipment is removed from the capital asscts account in the
Statements of Net Position and olfset against sale proceeds resulting in gain or (loss) in the
Statements of Activities. The net effect of miscellancous transactions involving capital assct sales:

Total land and equipment sales . {261)
Unavailable tax revenues and certamn other revenues that are carned but “unavailable™ for the current
pertod are not recogmized 1 governmental funds. These revenues consist oft

Property tax - net

Grant and rent adjustment

Total adjustments

Change 1 net position of governmental activities S
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3. Reconciliation of Budgetary Basis Accounting to GAAP Basis Accounting
The District preparces its budget in conformity with practices prescribed or permitted by the applicable statutes ol
the State of [llinois, which differ from GAAP. To reconcile the budgetary cash basis financials to the GAAP fund

basis financials, the following schedule was prepared (in thousands of dollars):

General Corporate

Fund
Revenues and other sources (uses) over (under) expenditures on a budgetary basis S ] 4,277
Adjustment from Budget to GAAP for:
Tax revenues . (5,872)
Cash basis other revenues : (7,732)
GAAP versus budgetary expenditure differences : 1,279
Revenues and other sources (uses) over (under) expenditures on GAAP basis S (8,048)

4. Deposits and Investments

Deposits )
As of December 31, 2017, the District, the Pension Trust Fund and OPEB Trust Fund deposits were fully insured
and collateralized. ‘

Investments (excluding Trust Funds)

The investments which the District may purchase are limited by Illinois law to the following: (1) securities which
arc fully guaranteed by the U.S. Government as to principal and interest; (2) certain U.S. Governinent Agency
securities; (3) certificates of deposit or time deposits of banks and savings and loan associations which are insured
by a Federal corporation; (4) short-term discount obligations of the Federal National Mortgage Association; (5)
certain short-term obligations of corporations (commercial paper) rated in the highest classifications by at least
two of the major rating services; (6) fully collateralized repurchase agreements; (7) the State Treasurer’s Hlinois
funds; (8) money market mutual funds and certain other instruments; and (9) municipal bonds of the State of
lllinois, or of any other state, or of any political subdivisions thercof, whether interest is taxable or tax-exempt
under federal law, rated within the four highest classitications by a major rating service. District policies require
that repurchase agreements be collateralized only with direct U.S. Treasury securities that are maintained at a value
of at least 102% of the investment amount (at market).

The following schedule reports the fair values and maturities (using the segmented time distribution method) for
the District’s investments at December 31, 2017 (in thousands of dollars):

Investment Maturities

Fair Less Than
Investment Type Value 1 Year I- 5 Years
US Agencies $ 192,689 S 123,098 S 69591
Municipal Bonds 93.407 77,699 15,708
Commercial Paper 189.623 189.623 —
State Treasurer’s [Ihnois Funds 10 10 —
“Total Investments: $ 475729 § 390430 § 85.299

The Hlinois Funds invests a minimum of 75% of its assets in authorized mvestments of less than one year and no
investment shall exceed two years maturity. The above fair value amount excludes accrued nterest receivable of
$747.000
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Interest Rate Risk

The District’s investment policy protects against fair value losses resulting from rising interest rates by structuring
its investments so that sufficient sccuritics mature to meet cash requirements, thereby avoiding the need to sell
sccurities on the open market prior to maturity, except when such a sale is required by state statute. In addition,
the District’s policy limits direct investments to securitics maturing in five (5) years or less. Written notification
is required to be made to the Board of Commissioners of the intent to invest in securities maturing more than five
(5) years from the date of purchase.

Credit Risk

The District’s investment policy applies the “prudent person? standard in managing its investment portfolio. As
such, investments are made with such judgment and care, under circumstances then prevailing, which persons of
prudence, discretion and intelligence exercise in management of their own atfairs, not for speculation, but for
investment, considering the probable safety of their capital as well as the probable income to be derived. The
District’s investment policy limits investments in commercial paper to the highest rating classifications, as
cstablished by at Icast two of the four major rating services, and which mature not later.than 270 days from the
purchase date. Such purchases may not exceed 10% of the issuer corporation’s outstanding obligations.
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Credit ratings for the District’s investments in debt sccurities as described by Standard & Poor’s, Moody’s and
Fitch at December 31, 2017 (excluding investments in U.S. Treasuries, if any, which are not considered to have

credit risk), are as follows:

Credit Ratings at Yo of % of ‘Total
12/31/2017 Investment lnvlcsthnts in
Investment Type S&P/Moody's/Fitch Type Debt Securities
U.S. Agencics
Federal Home Loan Banks (FHLB) AA+/Aaa/NR 48.4%
Federal Home Loan Mortgage Corporation (FHLMC) AA+/AaalAAA 46.4%
Federal National Mortgage Association (FNMA) AA+H Aaa/AAA 5.2%

Total U.S. Agencies 100.0% 40.5%
Commercial Paper A-1/P-1/F1 100.0% 40.0%
State Treasurer’s Illinois Funds AAAM/NR/NR 100.0% 0.0%
[llinois State Regional Transportation Authority * AA/NR/AA 26.8% 52%
{llinois State Sales Tax * AA-/NR/AA+ 12.8% 2.5%
New York State Environmental Facilities Corporation * AAA/AaalAAA 9.5% 1.9%
State of llinois * BBB-/Baa3/BBB 7.5% 1.5%
State of Ohio * AA+/ Aal/AA+ 6.9% 1 4%
Maryland State Housing and Community Development * NR/Aa2/AA 5.8% 1.1%
California State Taxable High Specd Passenger Trains * AA-/Aa3/AA- 5.3% 1 1%
Mississippr Development Bank, Jackson Public School District * A/NR/NR 4.5% 0.9%
Cook County, [Hinois * AA-IA2/A+ 3.3% 0.8%
Atlanta Urban Residential Finance Authority * NR/Aal/AA+ 3.8% 0.7%
Marin Cahtornia Community College District 1 * AAA/Aaa/NR 2.7% 0.5%
Waukegan, linois * 'NR/A2/NR 2.5% 0.5%
Honolulu lHawan City and County * NR/Aal/AA+ 2.0% 0.4%
New York State Urban Development Corporate * AAA/Aal/AA+ 1.6% 0.3%
Chicago Illinois Wastewater Transmission * A/NR/AA- 1.2% 0.2%
Rosemont, 1lhnois * AA/Baal/NR 1.1% 0.2%
University of Hlinois * A-/A1/NR 0.7% 0.1%
Houston Texas Utlity System * AA/AQIAA 0.6% 0.1%
Holland, Michigan * AA/NR/NR 0.4% 0.1%

100.0%

* Mumicipal Bond
NR - Not Rated
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Concentration of Credit Risk

The District’s goal is to limit the amount that can be invested in commercial paper to one-third of the District’s
total investments, and no more than 20% of the amount invested in commercial paper can be invested in any one
cntity. In 2017, the fair valuc of commercial paper represented 27.6% of the District’s tota] investments, including
certificates of deposit. None of the District’s commercial paper in any one entity exceeded the 20% goal.

As of December 31, 2017, the following investments were greater than 5% of total investments (in thousands of

dollars):
Investment Fair Value
Federal Home Loan Bank (FHLB) . S 93,230
Federal Home Loan Mortgage Corporation (FHLMC) 89,473
Ihnois State Regional Transportation Authority 24,968
, $ 207.671
- There are no investments that represent 5% or more of the Pension Trust Fund's net position restricted for pension

benefits identified.

There are no individual investments held by the OPEB Trust that represent 5% or more of the Trust’s fiduciary
net position or the investment portfolio at year-end.

Custodial Credit Risk

The District’s investments are not exposed to custodial credit risk since its investiment policy requires all investments
and investment collateral (0 be held in safekeeping by a third party custodial institution, as designated by the
Treasurer, in the District’s name. Custodial credit risk is the risk that, in the event of the failure of the counterparty,
the District will not be able to recover the value of its investments or collateral securities which are in the possession
of the outside party.

AsofDccember 31,2017, the Pension Trust Fund had minimal exposure to custodia] credit risk since all investments
were insured, registered, and/or held in the Fund’s name.

The OPEB Trust’s Investment Policy requires that all investments and investment collateral be held in satckeeping
by a third party custodial institution, as designated by the Treasurer, in the Trust’s name. All cash balances
maintained at banks arc required to be collateralized with permitted U.S. Government Sccurities in an amount

~equal to 105% (at market) of the monics on deposit. Cash awaiting reinvestment in the Trust's investiment account
is protected up to $250,000 under coverage by the Securities Investor Protection Corporation (SIPC). As of
December 31, 2017, the Trust had no exposure to custodial credit risk since all investments were registered or
held in the Trust’s name.

Trust Fund Investments

The Pension Trust Fund uses the “prudent person rule™ as the Fund’s investment authority as set forth in the Hlinois
Compiled Statutes. The Fund’s assetallocation policy allows investments in domestic equitics, international equities
and fixed imcome securties.

.

The OPEB Trust Fund 1s authorized under State Statute 70 ILCS 2605/9.6(d). In accordance with the Statute. the
Trust Fund shall be managed by the Dhstrict Treasurer in any manner deemed appropriate subject only to the prudent
person standard. The Trust adopted its investment policy on November 19. 2009, and revised it on December 19,
2013, Investments shall be limited to publicly traded securities and mutual funds, adequately diversified among
various market segments and sectors as well as other developed countries and emerging markets.
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At December 31, 2017, the OPEB Trust's assets were invested in mutual funds traded on national sceurities
exchanges. Investments are stated at fair value. The fair valuc of mutual fund units traded on national securities
cxchanges is the last reported sales price on the last business day of the fiscal year of the Trust. Purchases and sales
of mutual fund units arc accounted for on the trade dates.

Interest Rate Risk -

Interest rate risk is defined as the risk that the fair value of an investment will be adversely affected by changes in
market interest rates. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value
to changes in market interest rates becomes. One strategy to manage exposure to interest rate risk is to purchase
a combination of short-term and long-term investments, while considering cash flow nceds of the Pension Trust
Fund. The Pension Trust Fund does not maintain an investment policy relative to interest rate risk; however, the
Board of Trustees recognizes that its investments are subject to short-term volatility and their goal is to maximize
total return within prudent risk parameters.

The following table categorizes the Pension Trust Fund’s interest bearing investments and presents the fair value
and segmented time distribution of debt sccurities held by the Pension Trust Fund as of December 31, 2017 (in

thousands ot dollars):

Investment Maturities (In Years)

Less than
Investment Type Fair Value 1 Year 1-5 Years 6-10 Years 10+ Years
Fixed Income:
Pooled Funds - Long Term investments S 184200 $ — % — S 184200 § —
Pooled Funds - Short Term investments 30,689 30,689 — — —
Corporate bonds and notes 66,134 474 33,518 18,511 13,631
Municipal bonds 3.494 3494 . — — e
Common collective trust 8,875 226 2.888 5,048 713
U.S. Governmental and government agency
obligations 93,190 9,710 14,524 7.484 61,472
Non-U.S. Government obligations 50,015 1,071 21.514 12,022 15.408
Mortgage backed 6,506 75 _— — 6,431
Asscet backed 21,598 63 11,139 1.397 8.999
Total Fixed Income 464.701
Equitics:
Common Stock 576,588
Mutual and Co-mingled Cquity 342,484
Total Equities 919.072
Total Investments S 1.383,773

The Fund's bencefit habihues extend many years into the future; therefore, the Pension Trust Fund's policy is to .
maintam a long-term focus on its investment decision-making process. The Fund’s fixed income performance
objcctive is the Barclays Capital Aggregate Bond Index. )

The OPLEB Trust’s benefit liabilities extend many years into the future, and the Trust’s policy is to maintain a long-
term focus on its investment decision-making process. Fixed income investments susceptible to interest rate risk
are monitored to prevent such investments from exceeding established allocation targets.
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The following illustrates the terms of investments that are highly sensitive to interest rate fluctuations and reports
the fair values and maturities for the OPEB Trust Fund’s investments at Deccember 31, 2017 (in thousands of

~dollars):
Weighted
Average
Maturitics
Investment Type Fair Value  Pcrcentage (Years)
Domestic Fixed Income Funds
Dodge & Cox Income Fund S 27,665 44.0% 7.5
Payden Core Bond Fund 7,609 12.1% 83
Western Asset Core Plus Institutional 27,531 43.9% 12.7
Total Domestic Fixed Income Funds 62,805
Domestic Equity Funds N
Fidelity 500 Index Institutional Class 17,760
Fidelity Contratund 17,671
Fidelity Mid Cap Index Institutional 7,680
LSV Value Equity Institutional : 17,639
Vanguard Small Cap Index Institutional 8,076
Total Domestic Equity Funds 68,826
International Equity Funds
Fidelity International Index Institutional 29,067
Total International Equity Funds 29,067
Global Balanced Funds
PIMCO All Asset Institutional Class 17,449
Moncy Market Funds 16,994
. Totat Fair Value S 195,141

Credit Risk

Credit risk is defined as the risk that the issuer of a debt security will not pay its par value upon maturity. The
[llinois Statutes prescribe the “prudent person rule” as the Pension Trust Fund’s investment authority and within
the “prudent person™ framework, the Board of Trustees adopts investment guidelines that consider credit risk for
the Pension Trust Fund's investment managers which are included within their respective investment Management
Agreements. '
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The following table presents a summarization of the Pension Trust Fund’s credit quality ratings of the holdings
within the investments at December 31, 2017 (in thousands of dollars):

. Disclosure Ratings for Debt Securities (1)
(As a percentage of total fair value for debt sccurities)

Credit Rating Investment Type Fair Value Yo
Aaa U.S. Governmental and Government Agency § 93,190 20.1%
Not Rated Municipal 3,494 0.8
Al-A3 Non-U.S. Governmental 1.538 0.3
Aal-Aa3l Non-U.S. Governmental 2,836 0.6
Aaa Non-U.S. Governmental 2,053 0.4
Bal-Ba3 Non-U.S. Governmental 239 0.1
Baal-Baa3 Non-U.S. Governmental ) 671 0.1
Not Rated Non-U.S. Governmental 42,678 9.2
50,015 (2) 10.7
Al-A3 Mortgage backed 58 0.0
Aal-Aal Mortgage backed 337 0.1
Aaa Mortgage backed 4,212 0.9
Not Rated Mortgage backed 1,899 0.4
6,506 1.4
Al-A3 Asset backed 2,391 0.5
Aal-Aa3 Asset backed 2,931 0.6
Aaa Asset backed 2,906 0.6
BI-B3 Asset backed 429 0.1
Bal-Bal Asset backed 1,026 0.2
Baal-Baa3 Asset backed 1,784 04
Caal-Caal Asset backed 528 0.1
Not Rated Assct backed 9,603 2.1 ‘
) 21,598 4.6
Al-A3 Corporate Bonds and Notes 12,539 2.7
Aal-Aal Corporate Bonds and Notes 2919 0.6
Aaa Corporate Bonds and Notes 6,054 1.3
BI1-B3 Corporate Bonds and Notes 7.568 1.6
Bal-Bal Corporate Bonds and Notes 2,288 0.5
Baal-Baa3 Corporate Bonds and Notes 9,310 2.0
Caal-Caal Corporate Bonds and Notes 922 0.2
Not Rated Corporate Bonds and Notes 24,534 5.3
66,134 14.2
BB- Common collective trust-fixed income (3) 8,875 1.9
A Pooled funds - long term investments 20.870 4.5
Aa Pooled funds - long term investments 6,926 1.5
Aaa Pooled funds - long term mvestments ' 131,298 283
Baa Pooled funds - long term investinents 25,069 : 54
Not Rated Pooled funds - long term mvestments 37 - 0.0
, 18,200 39.7
Not Rated Pooled funds - short term mvestments 300,689 0.6
S 464,701 100.0%

(1Y Report details the pereentage of fixed-mcome securitics that fall within cach credit-quality rating as assigned by
Moody's credit rating ageney.

(2) Includes toreign currency-denonunated investments.

(3)  Average credit quality rating is provided by Bank of America Mernill Lynch.
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The OPEB Trust’s Investment Policy requires a minimum of 85% of the fixed income holdings of an actively
managed fixed income mutual fund be of investment grade quality or higher at purchase; rated no lower than “Baa”
by Moody's and no lower than “BBB™ by Standard and Poor’s. The Trustee, at its discretion, may imposc a higher
standard on an individual investment’s circumstances or as investment objectives dictate. Fixed income purchases
shall be limited to obligations issued or guaranteed as to principal and interest by the U'S. Government, Canadian
Government, or any agency or instrumentality thereof, or to corporate and municipal issues.

The following are the percentages of fixed income investment portfolio securities within each credit-quality rating
as of December 31, 2017:

Disclosure Ratings for Debt Securities
(As a percentage of total fair value for debt securities)

Dodge & Cox Payden Core Woestern Assct

Credit Rating Income Fund Bond Fund Core Plus Fund
AAA 57.4% 52.0% 54.9%
AA 3.7 1.0 29
A 39 8.0 14.5
BBB 28.1 35.0 1.8
BB 5.5 0.0 7.9
B3 0.0 0.0 3.4
Below 13 1.4 1.0 3.6
Not Rated 0.0 30 1.0
Total 100.0% 100.0% 100.0%

Morningstar Inc. provided the percentage of fixed-income securities that fall within each credit-quality rating as
assigned by Standard & Poor’s or Moody’s credit rating agencics.

The Trust’s investment in a money market fund was not individually rated by a nationally recognized statistical
rating organization. '
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Forcign Currency Risk

Foreign currency risk is the risk of loss arismg from changes in currency exchange rates. All foreign currency
denominated investments are in cquitics, fixed income and foreign cash. The Pension Trust Fund’s exposure to
foreign currency risk at December 31, 2017 was as follows:

Common Stock Fair Value Yo
Australian Dollar $ 9,791,274 6.9
Canadian Dollar 5,020,142 3.5
Swiss Franc 8,574,716 6.0
Danish Krone 2,701,260 1.9
Furo 35,713,200 253
Pound Sterling 25,152,695 17.7
Hong Kong Dollar 3,435.414 24
Israeli Shekel ] 613,478 04
Japancse Yen ' 38,118,324 27.0
Norwegian Krone 2,055,159 1.4
New Zealand Dollar 1.707.061 1.2
Swedish Krona 5,490,183 3.9
Singapore Dollar 3,424,500 2.4
Total $ 141.797,406 “100.0 %
Corporate Bonds and Notes Fair Value Yo
Argentina Peso b 1,936,511 3.9
Australian Dollar 1342096 . 27
Cunadian Dollar 2.635.529 5.3
Chilean Peso 490,187 . L0
Euro 9,243,317 18.6
Pound Sterling 2.847,927 5.7
Isracli Shekel . 127978 0.3
Indian Rupee 159.325 0.}_
Japanese Yen 19,403,995 39.2
Mexican Peso 1,287,871 2.7
Norwegian Krone 4.259 — R
New Zealand Dollar 3,881,744 7.8
Russian Ruble 1.014.336 2.0
Swedish Krona 1.115479 22
Thailand Baht 240,052 0.5
Turkish Lara 875,180 1.8
Uruguayun Peso 512,334 1.0
South African Rand 2.468.892 5.0
Total $ 49,587,012 100.0 %
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Foreign Cash Fair Value Yo
Argentina Peso 3 32,768 1.8
Australian Dollar 185,970 10.2
Canadian Dollar 149912 8.2
Swiss Franc 77,457 4.3
Danish Krone 84,421 4.6
Euro 270,584 15.0
Pound Sterling 91,844 5.0
Hong K(;ng Dollar 188,059 10.3
Isracli Shekel 129,921 7.1
Japanese Yen 263,174 14.5
Mexican New Peso 50,908 2.8
Norwegian Krone 57,450 3.2 ;
New Zealand Dollar 28,875 1.6
Polish Zloty 29,930 1.6
Russian Ruble 37,797 S 21
Swedish Krona ’ 37317 2.1
Singapore Dollar 27,180 1.5
Thailand Baht 2,602 0.1
Turkish Lira 9,764 0.5
South Atrican Rand 64,017 35
Total S 1,819,950 100.0 %

The OPEB Trust Fund’s policy is to disclose any investment denomination in a foreign currency. Exposure to
foreign currency risk is limited to the international investment allocation target maximum of 20% of the fair valuc
of the investiment portfolio.

As of December 31, 2017, the OPEB Trust investments in international equity mutual funds stated at fair market
valuc arc as follows (in thousands of dollars):

Fund Name Fair Value
Fidelity International Index Institutional  $ 29.067

Sccurities Lending

The Pension Trust Fund lends its securities to broker-dealers and other entities with a simultancous agreement to
return the collateral for the same securities in the future. The Bank of New York Mellon, the Fund’s master custodian,
lends for collateral in the form of cash, irrevocable letters of credit or other securities worth at least 102% of the
lent sceurities” market value, and international sceurities for collateral worth at least 105%. The contract with the
Fund’s master custodian requires it to indenmnify the Fund if the borrowers fail to return the securities (and if the
collateral is inadequate to replace the securitics lent) or fail to pay the Fund for income distributions by the securitics
issuers while the securities are out on loan.

All securities loans can be terminated on demand by cither the Pension Trust Fund or the borrower, although the
average term of the loans s one week. Cash collateral is invested in the lending agent’s short-term investment
pool, which at year-end has a weighted average maturity of 3 days.

The relationship between the maturities of the investment pool and the Pension Trust Fund’s loans is atfected by
the maturitics of the sccurities toans made by other entitics that use the agent’s pool. which the Fund cannot
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determine. The Pension Trust Fund cannot pledge or scll collateral sccurities without borrower default; as such,
the collateral security or non-cash collateral is not reported in the financial statements.

Although the Fund’s sccurities lending activities are collateralized as described above, they involve both market
and credit risk. In this context. market risk refers to the possibility that the borrower of securities will be unable
to collateralize the loan upon a sudden material change in the fair value of the loaned securities or the collateral.
Credit risk refers to the possibility that counterparties involved in the securities lending program may fail to perform
in accordance with the terms of their contracts.

Indemnification deals with the situation in which a client’s securities are not returned due to the insolvency of a
borrower. The contract with the lending agent requires it to indemnify the Fund if borrowers fail to return the
securities or fail to pay the Fund for income distributions by the issuers of securities while the securities are on
loan.

A summary of securities loaned at fair value as of December 31, 2017 is as follows:

Fair value of securities loaned for cash collateral $ 26,675,638
Fair value of securities loaned for non-cash collateral 32,031,506
Total fair valuc of sccurities loaned $ 58,707,144
Fair value of cash collateral from borrowers $ 27447849
Fair value of non-cash collateral from borrowers 32,788,709
Total [air value of collateral $ 60,236,558

The value of the cash collateral held and a corresponding liability to return the collateral have been reported in the
accompanying statement of (iduciary net position.

The fund also participates in the securitics lending programs offered by State Strect Global Advisors (SSGA) with
regards to their commingled index tunds. Securities lending income earned by SSGA serves as a credit to quarterly
management fees, and any remainder is used tor purchasing additional units in the bond index fund.

Fair Market Value Measurements

The District, the Pension Trust Fund and the OPEB Trust Fund have adopted GASB Statement No. 72, Fair Value
Measurement and Application, which provides guidance for determining a fair value measurement for reporting
purposes and applying fair value to certain investments and disclosures related to all fair value measurements.

The District and its fiduciary funds categorize its fair value measurements within the fair value hicrarchy established
by generally accepted accounting principles. The hicrarchy is based on the valuation input used to measure the
fair value of the asset.

Level 1 Unadjusted quoted prices in active markets that are accessible at the measurement date for
identical assets. Includes common stock, mutual and commingled cquity funds, and U.S.
Government and government agency obligations and Non-U.S. Government obligations that arc
traded in active markets and are valued at closing prices on the measurement date.

Level 2 Quoted prices for similar assets or habilities in active markets, inactive markets, or usig other
stgnificant inputs which are observable cither directly or indirectly. Includes U.S. Government
and government agency obligations, non-U.S. Government obligations. mortgage backed
securities, asset backed securities, and corporate bonds and notes that are generally valued by
benchmarking model-derived prices to quoted market prices and trade data tor tdentical or
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comparable sccurities. To the extent that quoted prices are not available, fair value is determined
based ona valuation model thatincludes inputs such as interest rates and yield curves at commonly
quoted intervals, implied volatilitics and credit spreads, or market corroborated inputs.

Level 3 Prices or valuations that require inputs that are both significant to the lair value measurement
and arc unobservable. Includes corporate bonds and notes that are valued using a discounted
cash flow technique or consensus pricing.

The carrying amount of investments and fair value hierarchy at December 31, 2017 is shown in the following
schedule (in thousands of dollars):

The District Fair Value Measurements Using
~ Quoted Prices Significant Significant
in Active Markets  Other Observable  Unobservable
for ldentical Inputs Inputs
Investments Mecasured at Fair Value 12/31/2017 Assets (Level 1) (Level 2) (Level 3)
Debt Securities

U.S. Agencies S 192,689 § — 3 192,689 $ —
Municipal Bonds 93,407 — 93,407 —
Commercial Paper 189,623 — 189,623 —

Total Investments at Fair Value S 475719 § — 3 475,719  § —

Investments Not Mcasured at Fair Value
State Treasurer’s [Hinois Funds 10
Total Investments $ 475729

The District docs not have Level 1 investments. Debt securities classified in Level 2 are valued using a matrix
pricing technique. Matrix pricing is used to value securities based on the securities’ relationship to benchmark
quoted prices. The District does not have Level 3 investments.
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The Retirement fund categorizes its lair value measurements within the fair value hicrarchy established by generally
accepted accounting principles. The following table sets forth, by level, within the fair value hicrarchy, the

investments at fair valuc as of December 31, 2017:

Retirement Fund

Fair Value Measurements Using

Quoted Prices Significant Significant
in Active Markets  Other Observable  Unobservable
for Identical Inputs Inputs
Investments Measured at Fair Value 12/31/2017 Asscts (Level 1) (Level 2) (Level 3)
Debt Securities ’
U.S. govt and govt agency obligations  § 93,190 S 30,408 S 62,782 $ — )
Municipal bonds 3,494 — 3,494 —
Non-U S. government obligations 50,015 — 50,015 —
Mortgage-backed 6,506 — 6,506 —
Assct-backed 21,598 —_ 21,598 —
Corporate bonds and notes 66.134 — 66,134 —
Total debt securities 240937 30,408 210.529 —
Equity Securities
Common stock 576,588 576,588 — —
Mutual/commingled equity funds 260,976 260,976 — —
Total equity securities 837.504 837,564 — —
Fixed Income - Pooled Funds
Short term 30.689 — 30.689 -
Long term 184.200 — 184,200 —
Total fixed income - pooled funds 214,889 — 214889 —
Total investments at fair value $ 1,293,390 § 867972 § 425418 § —
Investments measured at NAV 90,383
Total investments at fair value $ 1,383.773
Investment derivative instruments
Foreign currency options (liabilitics)  $ (28) § — § 28 $ —=
Futures contracts (habilities) 37 (37) — —
Total investment derivative
instruments $ (65) § 37 $ (28) $ —
Redemption
Frequency
Unfunded (If Currentty Redemption
Investments measured at NAV Fair Value Commitments Eligible) Notice Period
Fixed income .
Common Collective Trust (1) $ R.875 — Monthly N/A
Mutual & commingled equity funds
Commingled tunds non-US cquity (2) 81,508 — 2 times monthly N/A
Total investments measured at NAV S 90,383

(1) Common Collective Trust - The fund’s investment objective is o achieve an attractive total return of income
and capital appreciation by investing primarily in high yield fixed income securitics and bank loan interests,
meluding secured and unsecured bank loans. The fair value of the investment 1 the fund has been determined

using the NAV per share of the investment.
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(2) Commingled Funds non-U.S. Equity - The funds investment objective is to approximale as closcly as practicable
the performance of the MSCI ACWI ex USA Index over the long term by investing in other collective investment
funds which have characteristics consistent with the fund’s overall investment objective. The fair value of the
investment in the fund has been determined using the NAV per share of the investment.

The carrying amount of investments and fair value hierarchy of the OPEB Trust is shown in the following schedule
as of December 31, 2017: ’

OPEB Trust Fair Value Measurcments Using

Quoted Prices in Significant
Active Markets for  Significant Other ~ Unobservable
Identical Assets Observable Inputs  Inputs (Level

Fair Value of Investments 12/31/2017 (Level 1) (Level 2) 3)
Domestic Equity Funds TS 68826 $ 63,826 % — S —
International Equity Funds 29,067 29,067 — —
Domestic Fixed Income Funds - 62.805 62,805 — L—
Global Balanced Funds 17.449 17,449 — —
Money Market Funds 16,994 16,994 — —

Total Fair Value of Investments S 195,141 % 195,141 § — 8 —

Investments classified in Level | of the fair value hierarchy are valued using prices quoted in active markets for
those securitics. The Trust does not have Level 2 or Level 3 investments.

5. Receivables, Deferred Inflows of Resources and Payables
Certain receivables and payables reported in the financial statements represent aggregations of different
components, such as balances duc from/to taxpayers. users, other governments, vendors, and employees. The
following information is provided to detail significant balances which make up the components.

Receivables
Receivables as of December 31, 2017 in the District’s governmental funds and government-wide financial
statements, net of uncollectible accounts, are detailed as follows (in thousands of dollars):

Capital
Improve- Other Total Statement
General Dcbt ments Govern- Govern- of Net
Corporate Service Bond Retirement mental mental Position
Recervables at December 31, 2017
Property taxes: § 234532 % 237272 S — S 74752 S 5R095 0§ 604,651 8§ 604.651
Allowance for uncollectible taxes (12.730) (12,694) —_ (3.883) (2,967) (32274 (32.274)
Net property taxes 221802 224,578 — 70,869 55,128 572377 572,377
Personal property replacement tax — — — 4173 - —- +.173 4,173
Total taxes recervable. net 231802 224.57% — 75.042 55,128 576,550 376,550
Other recervables,
User charges 2782 : — — 2.7%2 2,782
State revolving fund loans - 4,619 — — 41,619 41,619
Miscellancous ST — 878 — 746 7.441 7441
Total other recervables. net hIRDD] — 42,497 — 716 S1.842 SES842
Tolal net recervables at December
31,2m7 SO230.000 S 229578 S 42497 S 75042 § 55874 S 028392 8 62R.A92
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The property tax receivable includes a nominal amount that is not expected to be collected within one year of the
financial statement date.

Deferred Inflows of Resources

Unavailable tax revenue is reported in the Governmental Funds Balance Sheets in connection with receivables for
property taxes that are not considered to be available to liquidate lLiabilities of the current period. Other unavailable
revenue is reported in the Governmental Funds Balance Sheets and the government-wide Statements of Net Position
for rental resources that have been received, but not eamed. Other unavailable revenue is reported in the
Governmental Funds Balance Sheets for the federal subsidy accrual relating to the direct reimbursement for the
District’s Build America Bonds. A summary of unavailable revenue as of December 31, 2017 is as follows (in
thousands of dollars):

Capital
Improve- Other Total Statement
General Debt ments Govern- Govern- Adjust- of Net
Corporate Service Bond Retirement mental mental ments Position
Deferred inflows of resources
at December 31, 2017:
Property tax revenue $ 185,236 S 187542 % — $ 359174 $ 46028 S 477980 § (477,980) S —
Other amounts:
Grunt revenue — — 944 —_ — 944 (944) _
Total deferred revenuc at
December 31, 2017 S 185236 3187542 § 944 § 59,174 § 46,028 § 478924 $ (463,822 § 15,102
Payables

Payables reported as “Accounts payable and other liabilities™ at December 31, 2017 in the District’s governmental
funds and government-wide financial statements are detailed as follows (in thousands of dollars):

Capital i
Improve Other Total Statement
General Debt ments Govern Govern of Net
. Corporate Service Bond Retirement mental mental Position
Accounts payable and other habilities at
December 31. 2017
Vouchers payable and other liabtlines  § 17222 § - $ 55356 % — S 4886 $:77464 $ 77464
Accrued payroll and withholdings 3964 — — — — 3.964 3.964
Bid deposits 738 — — — — 738 738
Uncarned revenue 8.139 — — — — 8,139 8,139
Total accounts payable and other !
liabilities as ol Decemnber 31, 2017 $ 30,063 S — § 35356 % — § 4886 % 90305 S 90,305
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6. Capital Assets

A summary of the changes in capital asscts for the year ended December 31, 2017, are as follows (in thousands

of dollars):

Balances

Balances
January 1, 2017 Additions Retirements December 31, 2017
Governimental activitics.,
Capital assets not depreciated/amortized:
Land $ 142,880 1324 8 — s 144,204
Permancent casements 1,463 — — 1,463
Construction in progress 541,199 190,907 53,164 678,942
Infrastructure under modified approach 5,045,360 41,873 1,467 5,085,766
Total capital assels not depreciated/amortized 5,730.902 234,104 54,631 5,910,375
Capital assets depreciated/amortized:
Buildings 13,226 — — 13,226
FEquipment 60,886 2,147 1,376 61,657
Computer software 6,141 1.342 — 7483
Infrastructure and casements 1,898.573 — — 1,898.573
Total capital assets being depreciated/amortized 1,978,826 3,489 1,376 1,980,939
Less accumulated depreciation/amortization:
Buildings 6.057 185 — 6.242
Equipment 35,647 2,943 1,113 374717
Computer software 5,284 750 — 6,034
Infrastructure and casements 235806 11,313 — 247.119
Total accumulated deprecration/amortization 282,794 15,191 1113 296,872
Total capital assets deprectated/amortized. net 1,696,032 (11.702) 263 1,684.067
Governmental activities capital assets, net S 7.426,934 222402 § 54894 & 7,594,442

Depreciation and amortization expense in the government-wide Statements of Activities, for the year ended
December 31, 2017, was charged to the District’s governmental functions as follows (in thousands of dollars):

Department Amount

Board of Commissioners ¥ 12
General Admimistration 119
Monitoring and Rescarch 270
Procurement and Materials Management 13
Human Resources 2]
Information Technology 95
Law 12
Fmance 9
Engineering 1,824
Maintenance and Operations 753

Total allocated depreciation 3,128
Unallocated infrastructure depreciation 12,063

Total depreciation § 15191
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7. Pension Plan

Plan Description

The Metropolitan Water Reclamation District Retirement Fund (Pension Trust Fund) is the administrator of a single
cemployer defined benefit pension plan (Plan) in accordance with 40 ILCS 5 of the Illinois Compiled Statutcs.
Article 13 of the Illinois Pension code grants the authority to establish the defined benefits of the Plan, as well as
the employer and employee contribution levels of the Plan and may be amended only by the Illinois Legislature.
The District contribution is currently calculated in accordance with state statute as to the amount sufficient to meet
the Fund’s actuarially determined contribution requirement, but not to exceed an amount equal to 4.19 times the
employee contributions two years prior. For the year ended December 31, 2017, the District’s average contribution
rate was 40% of annual payroll. The District’s actual contribution to the Retirement Fund was $89,858,000.

The Pension Trust Fund issucs a financial report that includes financial statements and required supplementary
information establishing the financial position of the Plan. That report may be obtained by writing to the
Metropolitan Water Reclamation District Retirement Fund, 111 E. Erie, Chicago, IL, 60611-2898 or electronically
on their website: www. mwrdrf.org.

The Pension Trust Fund provides retirement, death, and disability benefits to plan members and beneficiaries.
Pension legislation (Public Act 96-0889) was approved in 2010 and established two tiers of members with different
cligibility conditions and benctit provisions:

Tier 1 — Employees hired before January 1, 2011 are required to contribute 12% of their salary to the Fund.
Tier 2 — Employces hired on or after January 1, 2011 are required to contribute 9% of their salary to the Fund.

The District is required to contribute the remaining amounts necessary to finance the requirements of the Plan on
an actuarially funded basis.

Retirement Eligibility and Benefits
All full time employees of the District are eligible to participate in the retirement plan.

Ticr 1 employees must have at lcast five years of service at age 60 and include service of 120 days or morc per
year to receive an undiscounted retirement benefit. Employees in this tier who reach age 55 (or 50 if hired on or
before June 13, 1997) with at least ten years of service are entitled to receive a minimum retirement benefit;
however, if the employee is less than age 60 or service less than 30 years, the normal retirement benefit is reduced
by .5% for each full month the member is less than age 60 or service is less than 30 years, whichever is less. Upon
withdrawal from service a Tier | employee age 55 or under (50 if hired on or before June 13, 1997) and less than
age 60 with less than 20 ycars of service, or age 60 or over with less than 5 years of service, is eligible for a refund
of accumulated employee contributions. without interest, upon request. The retirement benefit is calculated as
2.2% of the final average salary for cach of the first 20 years of service and 2.4% for cach year of service in cxcess
ot 20 years. The benefit shall not exceed 80% of tinal average salary. Tier | employees receive a 3% cost of living
adjustment annually.

Tier 2 employees must have at least 10 years of service at age 67 to be chgible to receive an undiscounted retirement
benelit. Employees in this tier who reach age 62 with at least ten years of service are entitled to receive a nunimum
retirement benefit; however, if the employee is less than age 67. the normal retirement benefit is reduced by .5%
for cach full month the member is less than age 67. A Tier 2 employee 1s eligible for a refund of accumulated
cmployce contributions without interest if under age 62 regardless of service, or 1if less than 10 years of service
regardless of age on withdrawal. The retirement benefit is calculated as 2.2% of the final average salary for each
ol the first 20 years of service and 2.4%; for cach year of service in excess o120 years, The benetit shall not exceed
80% of final average salary. Pensionable salary is limited to $112.408 in 2017 for Tier 2 employees. Tier 2 employees
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receive a cost of living adjustment as the lesser of 3% and half of the CPI-u for the 12 months ending the September
30th prior to the increase date.

Ifa covered employec leaves employment before the age of 55, accumulated ecmiployee contributions are refundable
without interest. Upon receipt of a refund. the employec forfeits rights to benefits from the tfund.

There are two other types of annuities available to family members of the plan: Surviving Spouse Annuity and
Children’s Annuity. The spouses of employees hired before June 13, 1997 arc immediately cligible to receive a
surviving spouse annuity; spouses of employees hired on or after June 13, 1997 are eligible afler three years of
member’s service. For all Tier | employces hired before January 1, 2011, the surviving spousc annuity is cqual to
60% of the employee’s retirement benefit at the time of death plus 1% for each year of total service to a maximum
of 85%. For Tier 2 employecs, an cligible surviving spouse will be entitled to an annuity equal to 66 2/3% of the
employee’s retirement benefit at time of death. Each unmarried child, until the age of 18 (23 if full time student)
of an employee that dies in service or of a former member that dies with at least ten years of service, is cligible
for a monthly annuity of $500 per month (if one parent is living) and $1,000 per month (if neither parent is living)
to a maximum total benefit of $5.000 per month.

Employees covered
At December 31, 2017, the following employees were covered by the benefit terms:

Inactive Employees

Employees or beneficiaries currently receiving benetits 2,408
Entitled but not yet receiving benefits 137
Active Employces 1.835
Total Members _ 4.380

Basis of Accounting

The Pension Plan’s financial statements are prepared using the accrual basis of accounting. For purposes of
measuring the net pension liability, deferred outflows of resources and deferred inflows of resources related to
pensions, and pension expense, information about the fiduciary net position the Pension Plan and additions to/
deductions from the Pension Plan’s fiduciary net position have been determined on the same basis as they are
reported by the Pension Plan. For this purpose. benefit payments (including refunds of employee contributions)
are recognized when due and payable in accordance with the benetit terms. Investments are reported at fair value.
Detailed information about the pension plan’s fiduciary net position is available in the separately lb\ll(.d Retirement
Fund financial report. Page 95 has the information for obtaining thosc statements.
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Net Pension Liability and the Changes in the Net Pension Liability
The District’s measurement date for GASB 68 is December 31, 2016. The Pension Plan has a measurement date
of December 31,2017. A copy of the Pension Plan CAFR for 2017 may be obtainced by accessing the Metropolitan
Water Reclamation District Retirement Fund’s website at www.mwrdrf.org. The net pension liability at December
31,2017 is $1,079,566,000, which is an increase from the December 31, 2016 balance of S1,073,113,000.

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability
Balances at beginning of year S (2,359,766) S 1,286,653 § (1,073,113)
Service Cost (32.058) — (32,058)
Interest (173.861) —_ (173.861)
Difference between expected and actual experiences (13,814) — (13,814)
Benefit payincnls 147,336 (147,336) —
Contributions-employer : — 80,259 80,259
Contributions-employee — 20,831 20,831
Net investment income —_ 113,586 113,586
Administrative expenses — (1,503) (1,503)
Other — 107 107
Balances at end of year $  (2.432,163) § 1,352,597 $§ (1,079,566)

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

At December 31, 2017, the District reported deferred outflows of resources and deferred inflows of resources
related to pensions. Employer contributions made subsequent to the measurement date in the amount of
$89.858,000, will be recognized as a reduction of the net pension liability in the year ended December 31, 2018.
Differences between expected and actual experience, changes in assumptions and net differences between projected
and actual expericnces amounts reported as deferred outflows of resources and deferred inflows of resources
related to pensions will be recognized in pension eXpense as follows (in thousands of dollars):

Deferred Deferred
Outflows of Inflows of
Resources Resources
Balance as ot December 31, 2016 b 187,959 § —
Changes in Employer contribution subscquent to
measurement date 9,599 —
Differences between expected and actual experience 7,298 (3.775)
Changes in assumptions — —
Net difference between projected and actual carnings
on pension plan investments (22,820) 18.877
S 182,036 % 15,102
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Amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will be
recognized in pension expense as follows (in thousands of dollars):

Year ended December 31:

2018 $ 115419
2019 25,561
2020 22,720
2021 931
2022 2,303

$ 166,934

Actuarial Methods and Assumptions

" The District’s net pension liability was mcasured 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 December 31, 2016. The District
chose to use a measurement date one year in arrears. The total pension liability in the December 31, 2016 actuarial
valuation was determined using the Entry Age Normal actuarial cost method and using the following actuarial
assumptions, applied to all periods included in the measurement:

Inflation 2.5%

Salary Increascs
Investment Rate of Return
Cost of living adjustment

Varies by service
7.50%. nct of investment expense, including inflation
Tier 1: 3%

Tier 2:" the lesser of 3% and half of the CPI-u for the 12 months
ending the September 30th prior to the increase date

Surviving spouse annuitants: 1.25%

Mortality rates were based on the RP-2000 Combined IHealthy Mortality Tables with generational mortality
improvements based on Scale AA. Pre-retirement mortality rates are the same as post-retirement rates.

The actuarial assumptions used in the December 31, 2015 valuation were based on the results of an actuarial
experience study for a five year period ending December 31, 2013.

Investment Allocation and Rate of Return

The long-term expected rate of return on pension plan investments was determined using a building-block method
which best estimates ranges of expected future real rates of return. These ranges are combined to produce the long
term expected rate of return by weighting the expected future real rates of return by the target asset allocation
pereentage and by adding expected inflation. The Pension Board’s adopted target assct allocation and best estimates

of real rates of return for cach major asset class are summarized in the following table:
LExpected
Asset Class Target Allocation Real Rate of Return
Domestic Equity 42% 3%
International Equity 3% 5.1%
Bonds ' 35% 0.4%

The discount rate used to measure the total pension hability was 7.53%. The projection of cash flows used 1o
determine the discount rate assumed that plan member contributions will be made at the current contribution rate
and that sponsor contributions will be made at rates equal to the difference between actuarially determined
contribution rates and the member rate. Based on those assumptions. the pension plan’s fiduciary net position was
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projected to be available to make all projected future benefit payments of current plan members; therefore, the
long term expected rate of return of 7.5% was applicd to all periods of projected benefit payments to determine
the pension liability.

A sensitivity analysis is also completed to show the effect on the net pension liability if the discount rate was plus
or minus one percentage point from the current rate (in thousands of dollars):

1% Decreasc Current Discount 1% Increasc
6.5% Rate of 7.5% 8.5%
Net Pension Liability  $ 1,361,929 § 1,079,566 § 841,925

Payable to the Pension Plan and Pension Expense

At December 31, 2017, the District reported a payable of $89,858,000 for the outstanding amount of contributions
to the pension plan required for the year ended December 31, 2017. The pension cxpense for the year ended
December 31, 2017 was $117,336.000.

OPEB - Other Post-Employment Benefits

Plan Description

The Metropolitan Water Reclamation District Retiree Health Care Trust (OPEB Trust) administers the financing
and payment of other post ecmployment benefits for the Metropolitan Water Reclamation District of Greater Chicago.
Pursuant to Illinois Statute 70 ILCS 2605/9.6((1), the District adopted the Metropolitan Water Reclamation District
Retiree Health Care Plan (Plan) effective December 6, 2007. The purpose of the Plan is to provide postretirement
medical and prescription drug coverage benefits to retirees as well as spouses and dependents of retirees that fulfill
certain cligibility requirements. Retirees and annuitants receiving a pension through the Pension Trust Fund are
cligible for District sponsored health insurance. As of December 31,2017, there are 2,797 retirees and beneficiaries
currently receiving health care coverage.

The OPEB Trust Fund issucs a financial report that includes financial statements and required supplementary
information cstablishing the financial position of the Plan. That report may be obtained by writing to the
Metropolitan Water Reclamation District Retiree Health Care Trust Fund, 100 E. Erie, Chicago, IL, 60611-289%
or electronically on the District’s website: www.mwrd.org.

Basis of Accounting

The financial statements of the Trust are prepared using the accrual basis of accounting. Employer contributions
to the Trust are recognized when due and the employer has made a formal commitment to provide the contributions.
Benefits and refunds are recognized when due and payable in accordance with the terms of the Plan.

Contributions .
The District has not entered into any long-term contracts for contributions to the plan as of the date of this report.
Statc Statute 70 ILCS 2605/9.6d is the legislation establishing the Trust and gives the District Board of
Commissioners discretionary authority to determine contribution amounts to be paid by the District. The OPEB
Funding Policy includes a target tunded ratio of 100% with an expected funding period of 12 years (beginning in
20135). In 2017, $5,000,000 was contributed by the District to the OPEB Trust Fund bringing the total contributed
through December 31, 2017 to $127,400,000. In succeeding fiscal years, the Trust will receive the District
(employer) contribution as determied by the Bourd of Commissioners. There is currently no requirement for the
District to partially or fully fund the Trust, and any funding is on a voluntary basis. Plan participants do not
contribute 1o the plan other than providing premium contributions as discussed below.
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The District allows employees who retire and meet certain eligibility requirements to continue medical coverage
as participants in the Metropolitan Water Reclamation District Retiree Health Care Plan. The plan allows for
subsidized health care benefits for its retirecs. Retirecs contribute 39.0% of the premium and the District pays the
remaining 61.0%. Each year for the next five years, retiree contributions will rise by 2.5% until the premium
reaches 50%. Annually, the Board approves an appropriation to fund retirce medical costs as part of the Human
Resources Department, General Corporate Fund budget. The amount of OPEB expenditure recognized during
2017 by the District was $18,430,657. all claims paid (net of participant contributions).

Annual OPEB Cost and Net OPEB Obligation
The following OPEB cost and nct OPEB obligation was detcrmined for the year ended December 31, 2017 (in
thousands of dollars).

Annual Required Contribution for 2017 S 11,507
Interest on Net OPEB Obligation 1,170
Adjustment to Annual Required Contribution (927)
Annual OPEB Cost 11,750
Contributions Made (18,431)
" Decrease in Net OPEB Obligation ' (6,681)
Net OPEB Obligation Beginning of Year 17,993
Net OPEB Obligation End of Year $ 11,312

Funding Status and Progress
The funding status of the plan as of the most recent actuarial valuation date is as follows (in thousands of dollars):

Actuarial

Actuarial Accrued Unfunded UAALas a
Actuarial Value of Liability AAL Funded  Covered Percentage of
Period Valuation Asscts (AAL) (UAAL) Ratio Payroll Covered Payroll
Ended Date (a) (b) (b-a) (a/b) (©) ((b-a)/c)
12/3172017  12/3172017  § 195200 § 308,747 § 113,547 63.22% S I1R4.807 61.44%

Actuarial Methods and Assumptions
Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about
the probability of occurrence of events tar into the future. Examples include assumptions about future employment,
mortality, and the health care cost trend. Actuarially determined amounts arc subject to continual revision as actual
results are compared with past expectations and new estimates are made about the future. The schedule of funding
progress, presented as required supplementary information following the notes to the financial statements, compares
whether the actuanal values of plan assets are increasing or decreasing over time relative to the actuarial accrued
liabilitics for benefits.

The accompanying schedules of employer contributions present trend information about the amounts actually
contributed to the plan by employers in comparison to the Annual Required Contribution (ARC), an amount that
is actuarially determined 1n accordance with the parameters of GASB Statement 45, *Accounting and Financial
Reporting by Employers for Postemployment Benetits Other Than Pensions”. The ARC represents a level of
funding that. if paid on an ongoing basis. is projected to cover normal cost for cach year and amortize any unfunded
actuarial habilities (or funding cxcess) over a pertod not 1o exceed thirty years.

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

by the employer and plan members) and include the types of benefits provided at the time of cach valuation and
the historical pattern of sharing of benelit costs between the employer and plan members to that point. The actuarial
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methods and assumptions used include techniques that are designed to reduce the effects of short-term volatility
in actuarial accrued liabilities and the actuarial valuc of assets, consistent with the long-term perspective of the
calculations.

The annual required contribution for the current year actuarial valuation uses the entry age normal actuarial cost
method and the level pereentage of payroll amortization method. Additional assumptions are summarized in the
following table:

Valuation date December 31, 2017

Actuarial cost method Entry Age Normal

Amortization method Level Percentage of Payroll
Open

Amortization period 30 Years

Asset valuation method Fair Value

Actuarial assumptions:

Discount Rate 6.50%
Inflation Rate 3.0%
Health Care Cost Trend Rate 8.0% Initial
4.5% Ultimate (Year 2023)
Annual Payroll Growth Rate 3.6%

Trend Information
The OPEB annual required contribution, percentage of annual required contributions contributed and net OPEB
obligation for the year ending December 31, 2017, are presented below (in thousands of dollars):

Schedule of Emplover Contributions

Annual Annual
Fiscal Year Required Contributions Percentage
Ended Contribution to Trust Contributed
2017 $ 11,507 § 14,431 160.2%
2016 12,472 19917 159.7
2015 12,472 18.317 146.9

9. Commitments and Rebatable Arbitrage Earnings

The General Corporate Fund has existing purchase order encumbrances of $1,049,694 at December 31, 2017.
Construction, Stormwater Management. and Capital Improvements Bond Funds® contract commitments
(encumbrances) were $290,252,000 at December 31, 2017. State Revolving Fund Loan commitments of
$104.982.000 at December 31, 2017, are also collectible as contract expenditures are incurred.

The Internal Revenue Code requires that an issuer of tax-exempt bonds rebate to the United States any excess
investment earnings made with the gross proceeds of an 1ssue over the amount which would have been earned had
such proceeds been invested at a rate equal to the yield on the 1ssue. The Internal Revenue Code offers certain
“safe harbors™ permitting quahified governments to keep extra carnings that result from arbitrage. The District Has
made a determination of their probable liability for amounts potentially due to the United States government. As
of December 31,2017, the District has no arbitrage rebate liability.
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National Pollutant Discharge Elimination System

NPDES Permits. The District operates its water reclamation plants (the "WRPs") in accordance with National
Pollutant Discharge Elimination System ("NPDES") permits issued by the IEPA. After several years and substantial
litigation, the 1EPA reissued the District's NPDIES permits for the Stickney, Calumet and O'Brien WRPs. These
permits include three special conditions agreed upon by the District and several non-governmental organizations
to scttle the ongoing litigation on these three NPDES permits. Under these additional conditions, the District will
fund a supcr-gauge to monitor nutrients in the lower Des Plaines River (estimated to be approximately $270,000
over the next four years), hire a consultant to preparc an implementation plan to address phosphorous in arca
waterways, and potentially implement that plan. The District will also have to conduct a feasibility study to
determine the cost of reducing phosphorous in the WRPs' effluent to certain levels. If required to reduce the
phosphorous in the District's effluent to very low levels, the costs could be substantial.

The District's NPDES permits for the Kirie, Hanover Park, Lemont, and Egan WRPs have not yet been reissued.

NPDES Consent Decree. The District’s NPDES permits, in addition to controlling discharges from thc WRPs,
also impose conditions upon combined sewer system overflows (the “CSOs”). In compliance with the NPDES
permiits, the District’s TARP was developed as a long term control plan to control CSOs. The USEPA alleged that
discharges from the District’s CSOs have and continue to violate certain permit requirements, including the
prohibition on discharging pollutants into watcrs that cause or contribute to violations of applicable water quality
standards for dissolved oxygen, solids, and tloatables. 1EPA joined the USEPA in alleging the stated water quality
violations. Entities with combined sewer systems thatallegedly are in violation of applicable water quality standards
are subject to an enforceable schedule for the implementation of a long term control plan, with “enforceable™
requiring a judgment or a consent decree entered in a federal district court.

In December 2011, the USEPA and IEPA filed a lawsuit against the District for the alleged violations, and lodged
a consent decree negotiated between the USEPA, 1EPA and the District. The case is captioned United States of
Amecricaand Statc of [llinois v. Metropolitan Water Reclamation District of Greater Chicago, 11 CV 08859. Without
an admission of liability, the consent decree resolved the federal and state claims associated with the District’s
CSOs. The consent decree, among other things: (a) establishes a construction schedule with interim milestones
for completion and operation of portions of the District’s TARP plan; (b) obligates the District to advance funds
to the U.S. Army Corps of Tingineers (the “Corps™) for portions of the District’s TARP for which the Corps is
responsible should federal tunds be unavailable to the Corps by the stated deadlines; (¢) establishes performance
criteria and develops post-construction monitoring for portions of the TARP system; (d) requires the District to
continue scasonal operation of debris boats and pontoon boats to control floatables in the CAWS; (e) requires the
District to submit annual reports on 1ts compliance with the terms of the consent decree; (f) imposcs stipulated
penaltics for violations of the decree; (g) imposes a total civil penalty of $675,000, which the District has already
paid; (h) requires the District to implement one or more green infrastructure projects within one year for a minimum
0t $325,000, which the District has done; and (i) to implement additional green infrastructure projects staggered
over the next 15 years that provide a minimum of 10 milhion gallons of design retention capacity in an individual
storm, which the District continues to do.

NPDES Citizen Suit. In May 2011, the Natural Resources Detense Council. Sierra Cub, and Prairic Rivers
Network (the "NGOs") filed a Clean Water Act ("CWA™) citizen suit against the District in the District Court
alleging violations of CWA-based water quality standards. The District vigorously detended against this lawsuit,
and ultimately reached a settlement at the same time as it reached a settlement in the NPDES permut appeal pending
before the [IPCB. As part of this settlement, n addition to agrecing to recommend that the IEPA add three more
special conditions into its NPDES permits for Stickney, Calumet, and O'Brien WRPs, the District agreed o pay
approximately $1.8 million to plaintifts" attorneys in fees and costs. Upon the IPEA's reissuance of the Stickney,
Calumet. and O'Brien WRP's NPDES permits, in October 2017, the District paid the plaintiffs' fees and costs. This
litigation has now concluded
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Class Action Flooding Claims. The District has previously been and is presently a party to several proposed class
action lawsuits pending in the Circuit Court of Cook County arising out of local sewer back-ups and overland
flooding resulting in basement flooding. The District is also in receipt of tlooding claims in which lawsuits have
not yet been filed. These lawsuits and claims are generally brought in tort, or for constitutional or statutory
violations. As of the date of this CAFR, the Circuit Court of Cook County and the llinois Appellate Court for the
First District have ruled in the District’s favor in every fully-adjudicated matter. A constitutional question was
appealed to the Hlinois Supreme Court, was answered, and remanded back to the Circuit Court for further
proccedings. Other cases are currently on appeal to the Illinois Appellate Court for the First District.

Risk Management and Claims

The District is primarily self-insured for the “working layer” of losses and purchases excess insurance to assist in
the response to catastrophic claims. Under the Reserve Claim Fund the District may levy an annual property tax
not to exceed .005% of the equalized assessed valuation of taxable property within the District’s territorial limits.
The Reserve Claim Fund can be used for the payment of claims, awards, losses, judgments, liabilities, settlements,
or demands and associated attorney’s fees and costs that might be imposed on or incurred by such sanitary district
in matters including, but not limited to, the Workers’ Compensation Act or the Workers’ Occupational Diseases
Act, any claim in tort, any claim of deprivation of any constitutional or statutory right or protcction, for all expenses,
fees, and costs, both direct and in support of any property owned by such sanitary district which is damaged by
fire, flood, explosion, vandalism or any other peril, natural or manmade. The aggregatc amount that may accumulate
in the Reserve Claim Fund cannot exceed .05% of the equalized assessed valuation. The Reserve Claim Fund
accounts are included in the General Corporate Fund as described in Note 1.b to the financial statements.

From time to time, the District may be involved in various litigation relating to claims ariﬁing from general liability,
property damage, automobile liability, personal injury, employment practices, marine liability, and public officials
liability. The majority of these claims and judgments would be covered by insurance or paid [rom the Reserve
Claim Fund accounts. '

The District may be involved in various litigation relating to claims arising from construction contracts.
Construction related lability claims can typically be tendered to the Contractor for defense and indemnification.
Most other claims and judgments involving disputed construction contracts would be paid by the Capital
Improvements Bond or Construction Funds.

The District may also be involved in various litigation for claims relating to environmental regulations. Under
current environmental protection laws, the District may be ultimately responsible for the environmental remediation
ofsome ofits leased-out properties. The District has developed a prelimmary estimate of environmental remediation
costs for major lease sites. The range of such estimated costs at December 31, 2017, is between $26.5 million and
$39.4 million. The District is of the opinion that the tenants (except for those who are bankrupt, out of business,
or otherwise financially unable to perform) would ultimately be liable for the bulk, if not all, of these site clean-
up costs. Negotiations are ongoing between the District’s lawyers and the tenants to resolve remedial activity and
cost hability issues. The current estimated cost was determined to be $31,575,000 with an estimated cost recoverable
amount of $22.150,000 resulting mn $9.425,000 being recognized at December 31, 2017 in the labilitics of
the government-wide financial statements. Of this amount, none of the current liability is classified as short-
term and $9.425,000 is considered a long-term lhability  These estimates are subject to changes as a result of price
creasces, changes in technology and new laws and regulations. These estimates were generated using the expected
cash flows technique. GASB Statement No. 49 addresses accounting and financial reporting standards for pollution
(including contamination) remediation obligations, which are obligations to address the current or potential
detrimental effects of existing pollution by participating in pollution remediation activities such as site assessments
and cleanups. The scope of the document excludes pollution prevention or control obligations with respect to
current operations, and future pollution remediation activities that are required upon retirement of an asset.
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The District provides health insurance benefits to employees through a fully insured health maintenance
organization and a sclf-insurcd comprehensive indemnity/PPO plan. The District provides dental insurance benetits
through a fully insured dental maintenance organization and a self-insured dental indemnity plan. The District
does not purchase stop-loss insurance for its self-insured comprehensive indemnity/PPO plan. The District provides
life insurance benefits lor active employees through an insured life insurance program.

Additional insurance policies in effect at December 31, 2017, are listed below. There were no reductions in
insurance coverage from the prior ycar. Scttled claims have not exceeded this coverage in any of the past three
fiscal years. The current insurance coverage and risk retention related to these policies is as follows:

Mavrine Liability
AZEIEEAE . . oo i e e $10,000,000
Deductible.. .o o e e $10,000
Excess Liability :
AGEIEEANE . .. .ol i i e e e e e e e s $50,000,000

Deductible. . ..o e e e e e $1.250,000
Deductible - Flood Class Action .. ....... ... . ... ... $5,000,000
Deductible - Employers Liability ... ..o oo oo $1,250,000

Government Crime
Forgery or Alteration

Per OCCUITCNTE (.ios i e s v e et e e el §750,000

Deductible . ..o e e e $50,000
Emplovee Theft (including Faithfil Performance)

Per OCCUITENCEC .oooov oo o i e e $6,000,000

Deductible..... ... .. e e e e e $100,000
Computer Frand '

Per Oceurrence . ., .. ........ . il e e e $6.000,000

Deductible. ... .. . e S100,000
Funds Transfer Fraud

Per OCCUITENCE ..ot oo o e e $6,000,000

Deductible. .. ..o s $100,000

Property Insurance

Per Oceurrence ... ... ... e e e e $1,500,000,000

Deductible . ... . .0 00 L $1,000,000
Earth Movement

Per OQccurrence . . . .. . e $250,000,000

Deductible.. . ... .. ... . T $1,000,000
Flood and Water Damage

Per Occurrence . .. .. .. .. . O P $250,000,000

Deductible. ... .0 L e $1,000,000

' Flood and Water Damage - Lockport Powerhouse
Per Occeurrence . . . S o o S $200.,000,000
Deductible .. ... . o . . $1.000,000
Group Travel Accident

Aggregate Limat . . L e e $10,000,000
Accerdental Death ¢

Per Employee (5 times salary up to this maximum) . . .. . . . . $500.000
Accidental Dismemberment, Paralvsis and other Coverages

PerLoss .. .0 . e % per Schedule
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Pension & Welfare Fiduciary Liability
: Aggregate BN
Self- lnsuxcd RClelon
Group Term Life (basic)

PerEmployce.. . . ... . .0 o0 o e

Metropolitan Water Reclamation District of Greater Chicago

$5,000.000
$10,000

$20,000

The following changes in claims liabilities for the past two years have been calculated and include claims reported
but not settled as well as those incurred but not reported in the government-wide financial statements (in thousands

of‘dollurs):

Claims Payable at January 1

Claims incurred

Changes in prior years’ claims estimate

Claim payments

Claims Payable at December 31

11. Long-Term Debt

2017 2016
40236 S 53,570
6,905 4,786
(9.567) (13,334)
(6,905) (4,786)
30,669 S 40,236

The following is a summary of general long-term liability activity of the District for the year ended December 31,

2017 (in thousands of dollars):

Governmental long-term liabilities:
Bonds and notes payable:
General obligation debt
Converted bond anticipation notes
Bond anticipation notes
Total bonds & notes payable
Other Bond Cost:
Premium
Net bonds and notes payable
Other liabilities:
Claims and judgments
Compensated absences
Capntal lease (note 14)
OPLB obligation (note 8)
Net pension hability, (note 7)
Total governmental long-term habthues

Balance Balance Due

January 1, December 31, Within
2017 Additions Reductions 2017 One Year
$ 1963045 S — S (52,690) S 1,910,355 § 55,450
8006.563 39,281 (58.532) 787.312 86,251
157,390 178,420 (39,281) 296,529 -—
2,926,998 217,701 (150,503) 2,994,196 141,701
195.674 — (13.426) 182,248 13,426
3,122,672 217,701 (163.929) 3,176,444 155,127
40.236 — (9.567) 30.669 7.113
24,486 27 (1.702) 22811 2510
41,047 — (2.473) 38,574 2.595
17.993 — (6,681) 11,312 —

1073113 368,572 (362,119) 1,079,566 -
S 4319547 § 586300 S (546471) S 4359376 S 167.351

Liabilitics for the Bonds and Bond Anticipation Notes are paid from the Debt Service Fund. Liabilities for
Compensated Absences are primarily paid from the General Corporate and Stormwater Management Funds. Most
claims resulting {rom construction projects are paid from erther the Capital Improvements Bond or the Construction
Funds, while all other claims are paid from the Reserve Claim Fund accounts in the General Corporate Fund.
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As of December 31, 2017, the annual debt service requirements for general obligation bonds are shown below (in
thousands of dollars):

Bonds Payable Maturity Table

Capital Improvement State Revolving
& Alternate Revenue Refunding Funds Series
Bond Scries (2.00-5.00%) (0.0-2.905%)
(2.000-5.720%) (Issued 03/07  (Issued 06/96 to Total Total
Maturing  (Issucd 08/09 to 7/16) to 7/16) 07/16) Principal Interest
2018 $ 29,450 § 26,000 S 86.251 § 141701 S 114,603
2019 22,410 33,070 57.107 112,587 110,450
2020 13,740 35,530 54,979 104,249 . 106,580
2021 15,065 35,500 55419 105,984 ' 103,048
2022 11,605 40,350 55.336 107,291 99,504
2023-2027 110.575 167,065 253,847 531,487 441,924
2028-2032 224,080 208,845 178,875 611,800 340,887
2033-2037 499,680 140,055 45,498 685,233 189,505
2038-2042 214,755 — — 214,755 43,165
2043-2046 82,580 — — 82,580 8,457
$ 1,223940 § 686,415 § 787312 § 2,697,667 S 1,558,123

Expenditures for principal and interest made on January 1, 2018 approximated $57,057,000 and $7,563,000,
respectively.

Alternate Revenue Bonds

Bond proceeds of $50.0 million 2016 Tax Series E bonds and $50.0 million 2014 Tax Serics B bonds are used to
fund a portion of the Stormwater Management Program projects. The pledge of the Stormwater Management Fund
tax levy will remain until their final maturitics in December 2045, The District has covenanted in the Series 2016E
and 2014B Bond Ordinances to provide for, collect, and apply such Stormwater Management Tax Receipts to the
payment of the 2016E and 20141 Bonds, and the provision of not less than an additional .25 times the annual debt
service on the 2016E and 2014B bonds. The amount of pledges remaining at December 31,2017 is $185,265,000
as shown below (in thousands of dollars).

Pledged
Revenue Debt Service  Expenditures
Issue Collected Principal Interest Total
2016 Tax Series E S -8 50000 % 46962 § 96,962
2014 Tax Series B 8.660 48.145 40.158 §8.303
Total S 8,666 § 98.145 S 87.120 § 185,265

2016 Bond Issucs

In June 2016, the District 1ssued $280,930,000 m General Obhigation Refunding Bonds, Unlimited Tax Series A,
with maturity dates from 2023 to 2031. The bonds were issucd at a premium ot $68.206.452. Interest acerues on
the bonds at a rate of 5.0%, payabl¢ on December | and June 1. The bonds were 1ssued to retund $346,600,000
of outstanding principal amount, plus accrued interest, of May 2006 Unlimited Tax Series.

In June 2016, the District issued S41.330.000 in General Obligation Refunding Bonds. Limited Tax Series B. with
maturity dates from 2023 to 2031, The bonds were issucd at a premium of $9,835.301. Interest accrucs on the
bonds at a rate of 5.0%, payable on December | and June 1. The bonds were issued to refund $50.790,000 of
outstanding principal amount, plus accrued interest. of May 2006 Limited Tax Series.
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InJune 2016. the District issued $30.000,000 of Taxable General Obligation Capital Improvement Bonds, Unlimited
Tax Series C (Green Bonds), with maturity dates from 2044 to 2045. The bonds were issued at a premium of
$5,739,300. Interest accrues on the bonds at a rate of 5.0%, payable on December | and June 1.

In June 2016, the District issued $20,000,000 of Taxable General Obligation Capital Improvement Bonds, Limited
Tax Series D (Green Bonds), with maturity dates from 2022 to 2030. The bonds were issued at a premium of
$4.718.891. Interest accrues on the bonds at a rate of 5.0%, payable on December | and June 1.

In June 2016, the District issued $50,000,000 of Taxable General Obligation Bonds, (Alternate Revenue Source),
Unlimited Tax Series E (Green Bonds), with maturity dates from 2022 to 2045. The bonds were issued at a premium
ot $10,545,322. Interest accrues on the bonds at a rate of 5.0%, payable on December 1 and June 1.

In June 2016, the District issued $4,000,000 of Taxable General Obligation Capital Improvement Bonds, Limited
Tax Series F (Qualified Encrgy Conservation Green Bonds), with a maturity date of December 1, 2036. Interest
accrues on the bonds at a rate of 4.0%, payable on December | and June 1.

2015 Bond Issues :

In January 2015, the District issued $100,000,000 of Taxable General Obligation Capital Improvement Bonds,
Unlimited Tax Series A (Green Bonds), with maturity dates from 2039 to 2044, The bonds were issued ata premium
0 $14,440,000. Interest accrucs on the bonds at a rate of 5.0%, payable on December [ and June 1.

InJanuary 2015, the District issued $50.000,000 of Taxable General Obligation Bonds, (Alternate Revenue Source),
Unlimited Tax Series B (Green Bonds), with maturity dates from 2016 to 2044. The bonds were issued at a premium
0f$7,720,129. Interest accrues on the bonds at rates ranging from 2.0% to 5.0%, payable on December 1 and June
l.

In January 2015, the District issued $75,000,000 of Taxable General Obligation Capital Improvement Bonds,
Limited Tax Series C (Green Bonds), with maturity dates from 2016 to 2028. The bonds were issued at a premium
of $14,022.875. Interest accrues on the bonds at rates ranging trom 2.0% to 5.0%, payable on December 1 and
June 1. :

In January 2015, the District issued $70,805,000 in General Obligation Refunding Bonds, Limited Tax Series D,
with maturity dates from 2016 to 2022. The bonds were issued at a premium of $12,346,220. Interest accrues on
the bonds at rates ranging from 2.0% to 5.0%, payable on December | and June 1. The bonds were issued to refund
$76,050,000 of outstanding principal amount, plus accrued interest, of July 2006 Limited Tax Series.

2011 Bond Issues

In July 2011, the District issued $30,000,000 of Taxable General Obligation Capital Improvement Bonds, Limited
Tax Scries A, with maturity dates from 2013 to 2016. Interest accrues on the bonds at rates ranging from 0.891%
to 2.229%. payable December 1 and June 1.

In July 2011, the District issued $270,000,000 of General Obligation Capital Improvement Bonds, Limited Tax
Series B, with maturity dates from 2017 1o 2032, The bonds were issued at a premium of $27.686,556. Interest
accrues on the bonds at rates ranging from 3.0% to 5.0%, payable December 1 and June 1.

In July 2071, the District issued $100,000,000 of General Obligation Capital Improvement Bonds, Unlimited Tax

Series C. with maturity dates [rom 2013 to 2031, The bonds were 1ssued at a premium of $9.657.071. Interest
accrues on the bonds at rates ranging from 3.0% to 3.0%, payable December 1 and June 1.
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2009 Bond Issues

In August 2009, the District issued $600,000.000 in taxable General Obligation Capital Improvement Bonds,
Limited Tax Series of August 2009 (Build America Bonds - Direct Payment). The bonds have an interest rate of
5.72%, payable on December 1 and June 1, and mature on December 1, 2038, The bonds arc subject to mandatory
sinking fund redemption on December 1 in years 2033 through 2038. The Build America Bonds (BAB) program
was authorized as part of the American Recovery and Reinvestment Act of 2009 and includes a subsidy of 35%
of interest cost to be paid to the District by the U.S. Treasury for the life of the bonds. The federal subsidy reduces
the effective interest rate on the bonds to 3.72%. Sequestration may reduce the subsidy received from the U.S.
Treasury in future years. '

2007 Bond Issues

In March 2007, the District issued $188,315,000 in fixed rate General Obligation Refunding Bonds, Unlimited
Tax Series A, at a premium of $16,775,789. The bonds have interest rates from 4.00 to 5.00%, payablc on December
1 and June 1, and maturity dates from 2014 to 2022.

In March 2007, the District issued $91,845,000 in General Obligation Refunding Bonds, Unlimited Tax Series B,
at a premium of $17,462,417 and $101,860,000 in General Obligation Refunding Bonds, Limited Tax Series C,
at a premium of $18,859,718. Both serics have an interest rate of 5.25%, payable on December | and June 1, and
maturity dates from 2025 to 2035. .

The 2007 Unlimited Tax Series A Bonds were issued to refund $146,000,000 of outstanding principal amount, plus
accrucd interest, ot 2002 Limited Tax Series E and $57,900,000 of outstanding principal amount, plus accrucd
interest, of 2002 Unlimited Tax Series C.

The 2007 Unlimited Tax Series B Bonds were issued to refund $100,000.000 of outstanding principal, plus accrued
interest, 0f 2006 Unlimited Tax Series. The 2008 Limited Tax Series C Bonds were issued to refund $110,435,000
of outstanding principal, plus accrued interest, of 2006 Limited Tax Scries.

Capital Improvement Bonds, IEPA Series

The District has adopted bond ordinances authorizing issuance of its gencral obligation bonds to the Illinois
Environmental Protection Agency (IEPA). The most recent such authorization was pursuant to a bond ordinance
adopted in calendar year 2016 in the amount of $500,000,000 for Capital Improvement Bonds, 2016 IEPA Series.
The TEPA approves various capital improvements related to sewage treatment works and flood control facilitics
for funding from the State Water Pollution Control Revolving Loan Fund (SRF). Once a project has been approved,
the State offers the District a loan from the State’s Revolving Loan Fund, which the District incorporates into the
form of the bond which is issucd to the [EPA (the Loan/Bond). When work on the project begins, the District pays
the contractor. The District receives a corresponding amount of advance on the Loan/Bond from the I[EPA. This
form of loan is commonly referred to as a drawdown loan. The advances continue on the Loan/Bond until the
project is completed or the amount of the loan fully advances, whichever occurs first. In general, within two years
of the first advance on a Loan/Bond, the IEPA promulgates a repayment schedule on such Loan/Bond. The
repayment schedules call for level payments of principal and interest, collectively, over a 20 year period beginning
within six months of the date the repayment schedule is promulgated. Under this authority, the 1EPA has approved
the following loan amount: '

2007 oo s oo oo S 16,700,000
2006 . S 155,900,000
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In 2014, the District authorized the issuance of $425,000,000 of Capital Improvement Bonds, 2014 IEPA Scrics,
for capital improvements related to sewage treatinent works and flood control facilities. The terms and conditions
are similar to the 2016 IEPA Series. Under this authority, the 1IEPA has subsequently approved the following loan
amounts:

2017 O U P VU RSRRPIOO S 4,300,000

2016 i e e § 151,200,000
2005 .. e o0 854,600,000
2014 e i e S 83,600,000
2012 i e+ s $ 17,400,000

In 2012, the District authorized the issuance of $300,000,000 of Capital Improvement Bonds, 2012 1EPA Series,
for capital improvements related to sewage treatment works and flood control facilities. The terms and conditions
_ are similar to the 2014 TEPA Series. Under this authority, the IEPA has subsequently approved the following loan
amounts:

2015 . NP PORORUPPTPIOI $ 13,700,000
2014 o e S 66,100,000
2003 e S 198,300,000

. $ 15,000,000

State Revolving Fund (SRF) Loan proceeds of $175,245,000 arc recognized as “other tinancing sources™ in the
Capital Improvements Bond Fund. The amount recogmzed is based upon reimbursable expenditures incurred
during the fiscal year. The amount recognized as SRF procceds is also recognized as a long-term liability in the
government-wide Statements of Net Position.

The District refinances bond anticipation notes through the issuance of its Capital Improvement Bonds in the
amount of the bond anticipation notes, plus accrued interest. As a result. there is no debt service required until
these notes are converted into bonds. The District has acerued principal of $175,245,000 and interest of $3.175,000
through the balance sheet date on bond anticipation notes resulting in the total increase to long-term debt of
$178,420,000.

The converted bond anticipation notes, a reduction of long-term debt, of $39,281.000 in 2017 represented the sum
of converted bond anticipation note principal of $38,708,000 and interest in the amount of $573.000.

2017 Bond Issues and adjustments to existing issues under the IEPA 2012 and 2014 authority included:

» July 2017 — The District issued $2,233.000 of Capital Improvement Bonds - IEPA Scrics 12C, through
the conversion of the sum of bond anticipation note principal of $2,206,000 and interest ot $27,000 with
maturity dates from January 1, 2018 to January 1, 2036. Interest on the bonds accrues atarate ol 1.995%,
payable January 1 and July 1.

»  July 2017 — The District issued $970,000 ot Capital Improvement Bonds - ITEPA Series 12D, through the
conversion of the sum of bond anticipation note principal of $964,000 and interest of $6,000 with maturity
dates from January 1. 2018 to January 1, 2032, Interest on the bonds accrues at a rate of 1.93%, payable
January 1 and July |.

» July 2017 = The District 1ssued $5.812,000 of Capital Improvement Bonds - 1EPA Series 12F, through
the conversion of the sum of bond anticipation note principal of $3,748,000 and interest of $64,000 with
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maturity dates from January 1. 2017 to July 1, 2032. Interest on the bonds accrues at a rate of 1.93%,
payable January 1 and July 1.

«  July 2017 — The District issued $1,608,000 of Capital Improvement Bonds- IEPA Scries 12H, through

- the conversion of the sum of bond anticipation note principal 6f $1,587,000 and interest of $21,000 with

maturity dates from January 1, 2018 to January 1, 2032. Interest on the bonds accrues at a rate of 1.93%,
payable January 1 and July 1.

*  July 2017 —The District issued $1,256,000 of Capital Improvement Bonds - IEPA Series 121, through the
conversion of the sum of bond anticipation note principal of $1,237,000 and interest of $19,000 with
maturity dates from January 1, 2018 to July 1, 2036. Interest on the bonds accrues at a rate of 2.21%,
payable January | and July 1.

+  July 2017 —The District issucd $952,000 of Capital Improvement Bonds - IEPA Series 12K, through the
conversion of the sum of bond anticipation note principal 0f $939,000 and interest of $13,000 with maturity
dates from January 1, 2018 to July 1, 2035. Interest on the bonds accrues at a rate of 1.995%, payable
January 1 and July 1.

+ July 2017 — The District issued $447,000 of Capital Improvement Bonds - IEPA Series 12L, through the
conversion of the sum of bond anticipation note principal of $438,000 and interest of $9,000 with maturity
dates from January 1, 2018 to July 1, 2036. Interest on the bonds accrues at a rate of 2.21%, payable
January 1 and July 1.

»  July 2017 — The District issued $10,034,000 of Capital Improvement Bonds - IEPA Series 12M, through
the conversion of the sum of bond anticipation note principal of §9,8354,000 and interest of $180,000 with
maturity dates from January 1, 2018 to July 1, 2037. Interest on the bonds accrues at a rate of 2.21%,
payable January 1 and July 1.

*  July 2017 — The District issucd $254.000 ofCupimI' Improvement Bonds - 1EPA Series 12N, through the
conversion of the sum of bond anticipation note principal of $250.000 and interest of $4,000 with maturity
dates from January 1, 2018 to January 1, 2036. Intcrest on the bonds accrues at a rate of 1.995%, payable
January 1 and July'I.

*  July 2017 ~ The District issued $133,000 of Capital Improvement Bonds - IEPA Series 120, through the
conversion of the sum of bond anticipation note principal of $132,000 and interest of $1,000 with maturity
dates from January 1, 2018 to July 1. 2035. Interest on the bonds accrues at a rate of 1.995%, payable
January 1 and July 1.

* July 2017 — The District issued $8,476,000 of Capital Improvement Bonds - [EPA Series 14A, through
the conversion of the sum of bond anticipation note principal of $8,321.000 and interest of $155,000 with
maturity dates trom January 1, 2018 to July 1, 2036. Interest on the bonds accrucs at a rate of 2.21%,
payable January 1 and July 1.

«  July 2017 = The District issued $447,000 of Capital Improvement Bonds - TEPA Series 14B. through the
conversion of the sum of bond anticipation note principal ot $440,000 and interest of $7,000 with maturity
dates from January 1, 2018 to January 1, 2036. Interest on the bonds accrues at a rate of 2.21%, payable
January 1 and July 1.

» July 2017 — The District issued $3,841,000 of Capital lmprbvemen( Bonds - 1EPA Series 14C, through
the conversion of the sum of bond anticipation note principal of $3.806,000 and interest of $35,000 with
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}
maturity dates from January 1, 2018 to July 1, 2036. Interest on the bonds accrues at a rate of 2.295%,
payable January 1 and July 1.

«  July 2017 — The District issued $1,164,000 of Capital Improvement Bonds - IEPA Serics 1411, through
the conversion of the sum of bond anticipation note principal of $1,150,000 and interest of $14,000 with
maturity dates from January 1, 2018 to July 1, 2036. Interest on the bonds accrues-at a rate of 1.86%,
payable January | and July 1. )

*  July 2017 — The District issued $1,654,000 of Capital Improvement Bonds - IEPA Series 14J, through
the conversion of the sum of bond anticipation note principal ot $1,636,000 and interest of $18,000 with
maturity dates from January 1, 2018 to January 1, 2036. Interest on the bonds accrues at a rate 0of 2.21%,
payable January I and July 1.

Beginning in 1991, the District’s Board of Commissioners adopted ordinances providing for the issuance of bond
anticipation notes. The bond anticipation notes are issued exclusively to cover interim project loan advances from
the Tllinois Environmental Protection Agency. Principal and interest liabilities related to the bond anticipation
notes were $296,529,000 at December 31, 2017. Ofthe bond anticipation notes outstanding at December 31,2017,
$37,073,000 will be financed through IEPA Scrics 2012 bonds, $132,506,000 will be financed through IEPA Scries
2014 bonds, and the remaining $126,950,000 will be financed through IEPA series 2016 bonds. None of these
outstanding bond anticipation notes are expected to be repaid within the next calendar year; therefore, the notes
arc reported as part of long-term debt.

Refunding Transactions
The District had no outstanding defeased obligations at December 31, 2017.

12. Interfund Transactions

The interfund receivable and payable balances at the end of the year are reported as “due from/to other funds™ in
the Governmental Funds Balance Sheets and are eliminated in the government-wide Statements ot Net Position.
The balances represent payroll transactions paid from the General Corporate Fund that are later reimbursed by
other funds. Also. any temporary cash overdrafts are reclassified as interfund receivable/payable balances at the
end of the year in the fund balance sheet. Interfund balances are generally repaid within a year of the fiscal year
end.

Individual interfund receivable and payable balances at December 31, 2017 are as follows (in thousands of dollars):

Interfund
Receivables Payables
General Corporate Fund $ 100 S —
Capital Projects Funds:
Stormwater Management FFund (Nonimajor Fund) — 101
$ ol 8 101

In addition to the previous table, amounts were due from the Primary Government to the Pension Trust Fund of
$15.868.000 at December 31, 2017 that represented carned but uncollected property taxes in the Retirement Fund
and the government-wide Statements of Net Position.

Transfers between funds as authorized in the budget are recorded as “other financing sources (uses)™ in the fund
operating statements,  In 2017, the ‘Treasurer of the District transterred $3.269.000 for principal and interest
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payments on the 2014 Alternate Bond Debt service from the Stormwater Management Fund to the Debt Service
Fund. There was also a transfer of $13,000,000 made from the Capital Improvement Bond fund to the General
Corporate Fund in the amount 0f $6,000,000 and the Construction Fund inthe amount 0£'$7,000,000 for accumulated
Build America Bond interest credit. The transfer of funds into the Construction Fund and out of the Stormwater
Fund resulted in a net transfer of $3,731,000 as presented on Exhibit A-2 in the Other Governmental / Nonmajor
funds. Transfers are eliminated in the government-wide Statements of Activities.

13

Property Tax Extension Limitation Law

Effective March 1, 1995, the Property Tax Extension Limitation Law limits the amount of property taxes the District
can extend for years subsequent to 1993. The law limits the District's increase in aggregate tax levy extension to
5% ol the previous year or to the percentage increase in the consumer price index, whichever is less. The aggregate
limitation does not apply to the District's Debt Service and Stormwater Management Fund levies.

As part of the District's Property Tax Levy subject to the IHinois Property Tax Extension Limitation Law, the
Construction fund Property Tax Levy is adjusted downward if the estimated increase in the aggregate is more than
the allowable extension under the law.

In Section 18-195 of the Law, the County Clerk is instructed to proportionally reduce all the levies subject to the
limitation unless the taxing district requests otherwise. Through the Levy ordinances. MWRD requests the County
Clerk to reducc the entire reduction to the aggregate levy by reducing the Construction Fund as required by Section
18-195 of the law. In Ordinance O16-013, the 2017 Construction Fund Property Tax Levy. Section 3 specifically
states that "entire reduction in the aggregate of all tax levies for said District for the year 2017 required by said
Law shall be taken against the Construction Fund levy as set forth in this Ordinance.”

In addition, the individual tax levies ot the Corporate, Construction, Reserve Claim, Stormwater Management,
Corporate Working Casli, and Construction Working Cash Funds have statutory limitations. The Corporate levy
cannot exceed .41% of the equalized assessed valuation, while the Construction levy cannot exceed .10% of the
cqualized asscssed valuation and the Corporate Working Cash and Construction Working Cash levies individually
cannot exceed .005% of the equalized assessed valuation. The Reserve Claim levy cannot exceed .005% of the
equalized assessed valuation and the aggregate amount which may accumulate in the Reserve Claim Fund shall
not exceed .05% of the equalized assessed valuation. The Stormwater Management Fund levy cannot exceed .05%
of the equalized assessed valuation as a result of statutory changes. The Debt Service Fund is limited through debt
service extension limitations under the Property Tax Exiension Limitation Law.

14. Leases

Capital Lease

In December 2000. the Board of Commissioners authorized the District to enter into a long-term contract with an
engineering firm to design, build, finance, own, operate, and maintan a 150 dry ton per day biosolids processing
facility at the District’s Central (Stickney) Water Reclamation Plant. and beneticially use the final product for a
period of twenty years. :

The cost of the biosolids processing tactlity 1s considered a capital lease since it will become the property of the
District at the end of the contract. The District also has an option to purchase the facility at the end of the fifth,
tenth, and fifteenth vear of operation for the remaining principal portion of the debt. Total payments for the capital
lease arc estimated at $83,123.000 for the full term of the contract, which will be paid from the Capital Improvements
Bond Fund. The gross amount of assets acquired under the capital lease 1s §54.535.000. During 2017, the District
mcurred expenses of approximately $2.473.000 for principal and $1.916,000 for interest. The contract expires
twenty years from the date of commercial operation. which was declared in July 2010,
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As of December 31, 2017, the [uture minimum lease payments for the biosolids facility are shown below (in
thousands of dollars):

Capital Lease Payable Maturity Table

Total Total Total
Maturing Principal Interest Payments
2018 h) 2595 % 1,795 § 4,390
2019 2,722 1,668 4.390
2020 2,856 1,534 4,390
2021 2,996 1.394 4,390
2022 3,143 1,247 . 4,390
2023-2027 ) 18,184 3,764 21,948
2028-2029 6,078 224 6,302

Total Minimum Lease Payments $ 38574 § 11,626 $ 50.200

Lease Rentals

The District leases land to governmental and commercial tenants under operating lease agreements for periods of
up to 99 years. There were no contingent lease rentals for the period. The commercial leases are considered non-
cancellable and the following is a summary of the minimum future rentals for these Ieases at December 31, 2017
(in thousands of dollars):

2018 $ 16,392
2019 16,222
2020 16,222
2021 16,222
2022 16,105
Later Years 386,208

Total Minimum Future Rental Income $ 467,371

The costofthe land associated with the commercial leases is $5,836.600. The District docs not lease any depreciable
asscts.

Tax Abatements

The District has one tax abatement agreement with the Boeing Company with regard to the Corporate Headquarters
Relocation Act in which property taxes are being abated. The agreement was entered into at the authority of the
Metropolitan Water Reclamation District (as a taxing district) and the District’s Board authorization. Eligibility
began with the Boeing Project whereby Boceing moved its corporate headquarters to the City of Chicago and
quahified as an eligible business under the Relocation Act. This includes $25,000,000 annual world-wide revenucs,
satisfaction of the MBE/WBE requirements, compliance with the resident hiring and prevailing wage requirements,
and employing at least 300 full time employees within the City of Chicago. and lease and occupy not less than
150,000 rentable square feet in the 100 North Riverside building.

The District’s taxes are reduced by way of a reimbursement to Boeing in an amount equal to the allocable share
107

of the real estate taxes, or 0.203%. The District is entitled to terminate the agreement or recover all payments if
Bocing defaults on their commitments. The 2017 taxes abated totaled $118,906.
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Cook County granted special assessments for the development or redevelopment of commercial and industrial
propertics. The propertics receive a real estate tax incentive as a reduction in the assessment rate.  The total
cstimated impact of these incentives to the District is approximately $9,100,000 in reduced property taxes.
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Modified Approach for Eligible Infrastructure Assets

The District has clected to use the modified approach to report cligible infrastructure and ancillary asscts at its scven
water reclamation plants (WRP) and its waterway assets. Each of the seven plants represents a separate network, while
the waterway assets represent an eighth network. The eight networks are as follows:

1. Central (Stickncy) WRP Basin = All systems, subsystems, and components associated with the Central (Stickney)
WREP service area (excluding Waterways Network assets).

2. O’Brien WRP Basin All systems, subsystems, and components associated with the O'Brien WRP
service area (excluding Waterways Network assets).

3. Calumet WRP Basin All systems, subsystems, and components associated with the Calumet WRP
service arca (excluding Waterways Network assets and Lemont Network).

4. Egan WRP Basin All systems, subsystems, and components associated with the Egan WRP service
arca (excluding Waterways Network asscts).

5. Kiric WRP Basin All systems, subsystems, and components associated with the Kirie WRP service
arca (cxcluding Waterways Network assets).

6. Hanover Park WRP Basin All systems, sub-systems, and components associated with the Hanover Park
WRP service arca (excluding Waterways Network assets).

7. Lemont WRP Basin All systems, subsystems, and components associated with the Lemont WRP
service area (excluding Waterways Network assets).

8. Walerways All waterways under the jurisdiction of the District including the Waterways
Control System, Lockport Powcrhousc and Controlling Works, Chicago River
Controlling Works, Wilmette Pumping Station, all District flood control
reservoirs and pump stations, sidestrcam eclevated pool aeration stations,
instream aeration stations, Melas Park, and Centennial Fountain.

Each otf'the above networks is turther segregated into systems, subsystems. and components. The network systems are
classificd by the process flow through the network (i.c., collection processes, treatment processes, solids processing,
flood and pollution control, and solids drying/utilization). The subsystems of each system represent the major processes
(e.g.. the treatment processes system includes fine screens, grit tanks, and acration tanks as subsystems). Components
of subsystems comprise the working unit or assembly (e.g.. the fine screens subsystem includes conveyors, rakes, and
gates as components). Ratings are determined by District civil, mechanical, and electrical engineers. who review the
subsystem/component maintenance records and physically inspect the assets.
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Ratings are assessed at the subsystem level and are compiled for reporting purposes into one rating for cach system of
a network. The assessment scale used to rate the networks’ systems is as follows:

Asset Condition : Assessment Description

(1) Excellent Relatively new asset or recently rchabilitated or otherwise restored to a
like-new asset condition.

(2) Very Good Performance successful, operation reliable, no significant maintenance
required beyond routine preventative maintenancc or minor repair in
foresccable future.

(3) Good Performance - successful, operation reliable, significant maintenance
required in foresecable future. :

N\
(4) Acceptable Performance successful, operation reliable, significant rehabilitation/

replacement planned in near future.

(5) Fair Performance marginal, operation not reliable without immediate repair/
g P P
replacement.
(6) Poor Inoperable or operation significantly impaired.

It is the District’s policy to maintain eligible infrastructure assets reported under the modified approach at a level of
acceptable or better.

Initial condition assessments of the Kirie, Hanover, Egan, O'Brien, Central (Stickney), Calumct, Lemont and Waterways
WRP networks were completed between 2002 and 2006.

Condition assessments of cach network will continue at least every three years tfollowing the initial assessment. The

Kirie, Central (Stickney), and Waterways networks were re-assessed in 2017, the Hanover, Calumet, and Lemont
networks were re-assessed in 2015 and the Egan and O’Brien networks were re-assessed in 2016.
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The condition assessment ratings and the estimated and actual maintenance and preservation costs for the Kirie,
Hanover, Egan, O’Brien, Central (Stickney), Calumet. Lemont, and Waterways WRP networks are as follows:

Flood and

Collection Treatment Solids Pollution Solids Dr_vi.ng/
Processes Processes Processing Control Itilizati
System System System System

Condition Assessment Ratings
Kirie WRP Network

Subsequent assessment - 2011 3 3 3 NA NA
Subscquent assessment - 2014 3 3 3 NA NA
Subsequent assessment - 2017 3 3 3 NA NA
Hanover WRP Network
Subscquent assessment - 2009 3 2 2 NA 2
Subsequent assessment - 2012 3 2 3 A NA 2
Subsequent assessment - 2015 2 3 3 NA 3
Egan WRP Network
Subsequent assessment - 2010 3 3 3 NA NA
Subsequent assessment - 2013 3 3 3 NA NA
Subsequent assessment - 2016 3 3 2 NA NA
O’Brien WRP Network
Subsequent assessment - 2010 3 3 3 NA NA
Subscquent assessment ~ 2013 3 2 2 NA NA
Subscquent assessment - 2016 3 3 3 NA NA
Central (Stickney) WRP Network
Subsequent assessment - 2011 3 3 3 NA 2
Subsequent assessment - 2014 3 3 3 NA 3
Subsequent assessment - 2017 3 3 3 NA 3
Waterways WRP Network
Subsequent assessment - 2011 NA NA NA 3 NA
Subsequent assessment - 2014 NA NA NA 3 NA
Subscquent assessment - 2017 NA NA NA 3 NA
Calumet WRP Network
Subscquent assessment - 2009 3 3 3 NA
Subscquent assessment - 2012 3 2 2 NA
Subscequent assessment - 20135 3 2 3 NA 2
Lemont WRP Network
Subsequent assessment - 2009 3 3 3 NA NA
Subsequent assessment - 2012 3 3 3 NA NA
Subsequent assessiment - 2015 3 3 3 NA NA
Maintenance/Preservation Costs
Kirie WRP Network
Estumated 2017 S 3304900 % 1.065433  § 113y § 317,500 S —_
Actual 2017 340,638 1.014,160 11.007 12.066 -
Estimated 2016 5.176,151 4,410,046 365 + TR6.000 —
Actual 2016 2015494 4454223 12.067 267.794 —
Estmated 2015 1,073,222 670,865 533408 — 328,008
Actual 2015 2.405.430 3475534 763.968 221105 —
Estunated 2014 6929813 3.360.179 H.621 — 402.000
Actual 2014 8.799,253 3.3d44.290 35258 — 142,921
Estimated 2013 ' : 1.535.713 4.244.436 108.696 — 1.167.000
Actual 2013 o80.616 2800304 82.684 — 866,076
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Flood and

Hanover WRP Network
Estimated 2017 $
Actual 2017
Estimated 2016
Actual 2016

Estunated 2015
Actual 2015

Estimated 2014
Actual 2014

Estimated 2013
Actual 2013

Egan WRP Network
Estimated 2017 $
Actual 2017

Estimated 2016
Actual 2016

Estimated 2015
Actual 2015

Estimated 2014
Actual 2014

Estnnated 2013
Actual 2013

O’'Brien WRP Network
Estimated 2017 $
Actual 2017

Estimated 2016
Actual 2016

Lstimated 2015

Actual 2013

Lstimated 2014

Actual 2014

Lstunated 2013

Actual 2013

Central (Stickney) WRP Network

Estumated 2017 S
Actual 2017

Fstimated 2016

Actual 2016

Estimaled 2013

Actual 2015

LEstimated 2014

Actual 2014

Estimated 2013

Actual 2013

Collection Treatment Solids Pollution Solids Drying/
Processes Processes Processing Control Utilization
System System System System System

123,300 S 0647312 §$ 221947 S — 8 33,200
162,368 684,767 210,660 — 33476
484.028 3,119,591 676,096 200,000 214,300
646,796 2,424,545 720,040 -— 377.701
1,054,822 696.765 519.408 — 517.408
1,703.347 2,534,283 1,213,150 — 33.479
142317 732,151 674,596 — 65,800
243,960 855,994 543.204 — —
155,517 778,851 1,808.221 — 72,400
231,153 1,014,670 1,581.782 — 29,223
568,170 & 2457544 § 1.612479  § 28,150 % -—
547,567 1,602,807 991,795 15.584 —
1,831,349 6.066,015 5202317 77.905 14,400
1,889,009 8,092,469 7.057,944 87.156 253,055
1,513.197 4,403,940 3.821.483 610.475 —
2,261,452 3,590,430 4,257,420 14,735 —
626,241 2,885,084 8.833.464 — —
862,655 3,026,570 5.957.431 — —
653.741 4,350,679 2.045.064 - —
865,065 3744215 1,758,866 — —

4,005.365  § 5,503,337 3 370200 S 2621400 §

2.494.728 3309118 389.566 2.136.685 —
9,572,949 13,372,590 690.100 1.383.300 41,100
10,162,949 14.791.414 891,480 792.719 42,768
2,771.072 6.201,615 1,501,758 2.740.624
6.890,505 8,135.664 1,260,479 3.840.355 —
5.355.115 7.256,184 537.919 3.061.000
5.618,267 8.380,776 432,517 2.732.851 —
10,460,115 7.787.840 1.267.919 2.097.000 -
12,046,926 9,530,828 475,148 3038583 —
9704500 §  11.806.700 S 7.004.600 S 742,000 § 1.521.700

23,677.548 18.501.753 6.361.137 1.237.008 1.705.427

412.700
6.012.677

22.316,620

72,698,955

48.8006,200
32,685,410

24.028.680
33,364.380

7.274.800
21228946

51.338.722 19.334,565 8.059.908 4.725.000 4528808
14.497.119 11.535.580 3.029.722 781.105 964,557
15,875,228 17.334.819 10.363.977 1.377.507
10.557.770 20,427.807 10,398,973 121.615 2,444,671
16.102.533 16.763.601 Y.453.922 2,027,507

9.431.129 16.923.7K5 10,563 927 1.5355.6068
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Flood and

Collection Treatment Solids Pollution Solids Drying/
Processes Processes Processing Control Utilization
System * System System Systemn System
Waterways WRP Network
Estimated 2017 $ 246,100  S$ — 8 — § 11957187 § —
Actual 2017 10,953.571 10,240 — 1.151.151 —
. Estimated 2016 115,525 — — 27.544.100 —
Actual 2016 1,149,455 — — 3,178,612 —
Esumated 2015 ' — — - 9,534,574 —
Actual 2015 — — — 6.365,775 —
Estimated 2014 — — — 1,314,200 —
Actual 2014 1,437 — — 831.265 —
Estimated 2013 — — — 1.319.000 —
Actual 2013 11,323 — — 1.047.698 —
Calumet WRP Network
Estimated 2017 $ 3244935 0§ 8423738 S 1,737.410  § 172787 % 558.800
Actual 2017 3.330,986 8,956,454 1,848,660 173.529 509.922
Estimated 2016 24,346,293 16,082,140 5,211,367 1,392,200 744,800
Actual 2016 12,644,323 18,205,026 5,457,023 294,111 675,730
Estimated 2015 15,532,197 3,612,840 1.904.283 21,221.249 14,000
Actual 2015 5,004,441 7.014,378 3,798.937 5,119,450 780,400
Estiinated 2014 5,891,856 6,156,523 2,241,157 1,949.900 —
Actual 2014, N 4,295.832 6.741,305 2,366,667 590,908 —
Estimated 2013 6,229.856 6,288,023 2,330,057 915.100 —
Actual 2013 3.505.024 5932302 2416419 734104 —
Lemont WRP Network )
Estimated 2017 $ — 8 8800 — % T
Actual 2017 — 4,739 —_ — —
Estimated 2016 70.200 126,100 — — —
Actual 2016 115,903 348,026 262.007 — —
Estmated 2015 ' , §37,722 443 665 - — — —
Actual 2015 1.415,229 1,321,857 23.898 — —
Estimated 2014 47.000 34.200 —_ — —
Actual 2014 . 17.475 417 — —
Estimated 2013 47.000 34,200 — — —
Actual 2013 (4.607) &,294 —
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Schedule of Changes in the District's Net Pension Liability and Related Ratios

Last Three Fiscal Years (1)
(in thousands of dollars)

N

2017 2016 2015
Total pension liability:
Service cost 32,058 % 32,228 31,602
Interest 173,861 168,530 163,338
Changcs of bencfit terms — — _
Diflerences between expected and actual experience 13,814 ' 14,422 10,861
Changes of assumptions — — —
Benefit payments, including refunds of employee contributions (147,336) (140,509) (133,898)
Net change in total pension hability 72,397 74,671 71,903
Total pension liability - beginning 2,359,766 2,285,095 2,213,192
Total pension liability - ending 2,432,163 2,359,766 2,285,095
Plan fiduciary net position:
Contributions - employer 80,259 71,041 73,906
Contributions - employee 20,831 21,385 18,975
Net investment income 113,586 (1,428) 81,601
Benefit payments, including refunds of employee contributions (147,336) (140.509) (133.898)
Administrative expensc (1.503) (1,660) (1,407)
Other 107 29 4
Net change in plan fiduciary net position 65,944 (51,142) 39,181
Plan fiduciary net position - beginning 1,286,653 1.337,795 1,298,614
Plan fiduciary net position - ending 1,352,597 1.286.653 1,337,795
Net pension liability - ending 1,079,566  $ 1,073.113 947,300
Plan fiduciary net position as a percentage of the total pension
liability 55.61% 54.52% 58.54%
Covered-cmployee payrotl 182,640 § 177,192 176.184

Net pension liability as a percentage of covered-employee payroll

591.09%

603 58%

537 68%

(1) The Dustrictimplemented the provisions of GASB 68 in Fiscal Year 2015, The District has presented as many years
as are available and wall show mformation for ten years as the additional years” imformation become available.

FINANCIAL SECTION 121



Required Supplementary Information (RSl) Other than MD&A - Unaudited

Year Ended December 31, 2017

Schedule of District Contributions
Last 10 Years
(in thousands of dollars)

Actual Contribution
Contributions asa
in Relation to Percentage of
Actuarially the Actuarially Contribution Covered- Covered-
Determined Determined Deficiency/ employce employee
Year Contributions Contributions (Excess) Payroll Payroll
2017 S 64,596 S 80,259 S (15,664) § 182,640 43.94%
2016 62,603 71,041 (8.438) 177,792 39.96%
2015 64,478 73,906 (9,428) 176,184 41.95%
2014 68,414 92,944 (24.530) 169,376 54.87%
2013 74,829 65,098 9,731 163,817 39.74%
2012 69,393 37,379 32,014 164,275 22.75%
201 61,873 29,918 31,955 174,486 17.15%
2010 54,790 32,154 22,636 176,915 18.17%
2009 49,758 33,407 16,351 167,865 19.90%
2008 47,090 27,947 19,143 158,831 17.60%

Notes to the Schedule of District Contributions
Valuation Date: The District’s actuarially determined contribution (ADC) is calculated as of December 31, 2016.

Methods and Assumptions used to determine the ADC:

Actuarial cost method Entry age normal

Amortization method Level percent of pay. Prior to 2013, 30 year open amortization. From
the 2013 ADC calculation, closed to 2050.

Remaming amortization period 34 years remaining as of 1/1/17

Asset valuation method 5 years smoothed value

Investment rate of return 7.50%, net of investment expense, including mnflation

Inflation 2.5%

Salary increases Varies by service

Payroll growth 3.70‘,’.{,

Termination rates Termination rates vary by age and gender.

Mortality rates Healthy Members. RP-2000 Combined Healthy Mortatity Table with

Generational Mortality Improvements (Scale AA)

Disabled Members, RP-2000 Disabled Retiree Mortality Table.
Retirement rates Reurement rates are based on the most recent experience analysis and

vary by age and service of member Rates were reduced by 20% as

ot the 2011 ADC calculation to reflect actual experience

Disability rates Disability rates vary by age.
A copy ofthe Pension Plan CAFR may be obtained by accessing the Metropolitan Water Reclamation District Retirement

Fund’s website at www.mwrdrf.org.
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Progress in Funding Other Post Employment Trust Fund

- The following schedule presents the progress in funding the OPEB Trust Fund over the last three years:
(in thousands of dollars)

Actuarial UAALasa
Actuarial Accrued Unfunded Percentage of
Actuarial Value of Liability AAL Funded Covered Covered
Period Valuation Assets (AAL) (UAAL) Ratio Payroll Payroll
Ended Date (a) (b) (b-a) (a/b) (¢) {(b-a)/c)
12/31/2017  12/31/2017 $ 195200 §$ 308,747 S 113,547 63.22% $ 184,807 61.44%
12/31/2016  12/31/2015 149,329 286,646 137,317 52.10% 176,757 77.6%%
-12/3172015  12/31/2015 149,329 286,646 137,317 52.10% 176,757 77.69%

Actuarial valuations are required to be completed every two years. The most recent actuarial valuation was
completed as of December 31, 2017.

A copy of the OPEB Trust Fund CAFR may be obtained by accessing the District’s website at www.mwrd.org
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OTHER SUPPLEMENTARY INFORMATION

C_OMBiNIN G AND INDIVIDUAL FUND STATEMENTS -
AND SCHEDULES

NON-MAJOR GOVERNMENTAL FUNDS

CONSTRUCTION FUND

Fund established to account for proceeds of annual property tax levies and certain other revenues
used for the acquisition of long-term assets used in principal functions of the District.

STORMWATER MANAGEMENT FUND

Fund cstablished to account for the annual property taxcs which are specifically levied to finance
all activities associated with stormwater management, including construction projects.



Exhibit B-1
Combining Balance Sheets - Nonmajor Governmental Funds

December 31, 2017

(in thousands of dollars)

Stormwater Total Nonmajor
Construction Fund Management Fund Governmental Funds
2017 2016 2017 2016 2017 © 2016
Assets h .
Cash 8 L1758 2,927 § l,4‘l5 5 2,154. S 2590 § 5,081
Certificates of deposit 12,055 5,003 17,014 — 29,069 5,003
Investments 14,503 12,524 18,455 18.836 32958 31,360
Prepaid insurance . . — — 79 o] 79 1
Taxes receivable, net 15,702 12,814 39,426 33,051 55,128 45,865
Other receivable 746 — — — 746 —
Total assets ' $ 44,181 $ 33268 $ 76,389 § 54,042 S 120570 § 87310
Liabilities, Deferred Inflows of
Resources and Fund Balances
Liabilitics:
Accounts payable and other liabilities $ 3171 § 3368 § 1,715 § 2062 S 4886 § 5430
Due 10 other tunds — — 101 101 101 101
Total liabilities 3,171 3,368 1,816 2,163 4,987 5,531
Deferred inflows of resources: ’
Unavmlable tax revenue 13,110 10,015 32918 25,834 46,028 35.849 .
Total deferred inflows of resources 13,110 10,015 32918 25,834 46,028 35,849
Fund balances:
Nonspendable: .
Prepaid insurance S — S — S 79 8 [ 79 S 1
Restricted for:
Working Cash . 22,204 22,071 37.509 — 59,713 22,071
Caprtal projects 5,696 — 4,146 37,384 9,842 37,384
Unassigned — (2,186) (79) (11,339) (79) (13,525)
Total fund balances 27,900 19,885 41,655 26,045 69,555 45930
Total habilities, deferred inflows, and
tfund balances $ 44181 S 33268 § 76389 § 54,042 § 120570 § §7.310
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Exhibit B-2
Combining Statements of Revenue, Expenditures and Changes in Fund
Balances - Nonmajor Governmental Funds

Year ended December 31, 2017
(with comparative amounts for prior yvear)

(in thousands of dollars)

Stormwater ‘Total Nonmajor
Construction Fund Management Fund Governmental Funds
2017 2016 2017 2016 2017 2016
Revenues
Revenues:
Property taxes $ 12995 $§ 15193 § 32,555 § 27308 $ 45550 § 42501
Interest on investments 326 285 360 270 686 555
Fees, forleits and penaltics 1,486 746 — — 1,486 746
User charge — — — — — —
Claims and damage scttlements — — 10 — 10 —
Miscellancous — 43 19 — 19 43
Total revenues 14,807 16,267 32944 27.578 47,751 43,845
Expenditures
Current Operations:
Construction costs 13,792 21,088 14,065 26,386 27,857 47.474
Total expenditures 13,792 21,088 14,065 26.386 27,857 47,474
Revenues over (under) expenditures 1,015 (4,821) 18,879 1,192 19,894 (3,629)
Other financing sources (uses):
Transter out to Debt Service Fund 7.000 — (3.269) (3,273) 3,731 (3.273)
Total other financing sources (uscs) 7,000 — (3.269) (3,273) 3.731 (3,273)
Revenues over (under) expenditures and
other financing uses 8,015 (4.821) 15,610 (2,081} 23,625 (6,902)
Fund balances .
Beginning of the year 19,885 24,706 26,045 28,126 45,930 52,832
End of the year $ 27900 § 19885 S 41,655 S 26045 S 69555 § 45930
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GENERAL CORPORATE FUND

A fund used to account for an annual property tax levy and certain other revenues, which are to be
used for the operations and payments of general expenditures of the District not specifically
chargeable to other funds.



Exhibit C-1
General Corporate Fund - Corporate and Reserve Claim Divisions
Schedule of Appropriations and Expenditures on a Budgetary Basis

Year ended December 31, 2017

(in thousunds of dollars) Actual
Variance
Budget Amounts “l;:xlllg:?‘-‘l
Corporate Division Net Actual Positive
Original Transfer Final Amounts  (Negative)
Board of Commissioners:
Personal services
Salaries of regular employces $ 3621 % — § 3621 § 3422 % 199
Compensation plan adjustments 34 — 34 11 23
Social sceurity and medicare contributions 85 — 85 77 8
Tuition and training payments 20 — 20 16 4
Personal services not otherwise classified 428 — 428 309 119
Total personal services 4,188 — 4,188 3.835 353
Contractual services
Travel 10 — 10 8 2
Meals and lodging 20 (10) 10 10 —
Subscriptions and membership dues 36 — 36 35 1
Payment for professional services ©231 . 10 241 179 62
Contractual services not otherwise classified 1 — 1 1
Total contractual services 298 — 298 232 66
Materials and supplics
Office. printing, and photographic supplies 10 — 10 6 4
Total materials and supplies 10 — 10 6 4
Board of Commissioners total 4,496 — 4,496 4,073 423
General Administration:
Personal services
Salaries of regular employces 10,855 (14 10,841 10,215 026
Compensation plan adjustments 951 — 951 782 169
Social seeurity and medicare contributions 150 13 163 154 9
Salaries of non-budgeted employees ' — 1 ] 1 —
Tuition and training payments 97 — 97 81 16
Total personal services 12,053 — 12,053 11,233 8§20
Contractual scivices
Travel 10 — 10 b 2
Meals and lodging 17 — 17 12 5
Postage. [reight, and dehvery charges 95 2 97 97
Compensation for personally owned autos 4 — 4 2 2
Motor vehicle operating services 84 — 84 68 16
Reprographic services 121 e 121 116 5
Electrical energy 365 (1 351 31N 33
Natural gas 35 — 35 20 Y
Water and water services : 6 — 6 5 !
Communication services 3 — 3 3 —
Subseriptions and membership dues 778 — 778 0686 92
Rental charges 18 — 18 14 4
“Adverlising 13 — 13 12 I
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Corporate Division

General Administration (continued):
Adnministration building operation
Administration building operation annex
Payment for professional services
Contractual services not otherwise classified
Repairs to buildings
Repairs to office furniture and equipment
Communication equipment maintenance
Repairs to vehicle equipment
Total contractual services

Materials and supplics

Electrical parts and supplies

Plumbing accessories and supplics

Hardware

Office. printing, and photographic supplics

Cleaning supplies

Weanng apparel

Materials and supplies not otherwise classified
Total materials and supplies

General Administration total

Monitoring and Research:
Personal services
Salaries of regular cmployces
Compensation plan adjustments
Social security and medicare contributions
Salaries of non-budgeted employees
Turtion and training payments
Total personal services
Contractual services
Travel
Meals and lodging
Postage. freight, and delivery charges
Compensation for personally owned autos
Reprographic services
Rental charges
Governmental services charges
Payment for protessional services
Contractual services not otherwase classified
Repairs to marme equipment
Repairs to testing and laboratory equipment

Total contractual services

Metropolitan Water Reclamation District of Greater Chicago

(in thousands of dollars) Actual
Variance
Budget Amounts “[;:::];:""_"

Net Actual Positive
Original Transfer Final Amounts  (Negative)
§ L1119 3§ 10§ 1,129 § 1,015 § 114
738 104 842 737 105
570 :(102) 468 408 60
340 — 340 . 235 105
65 — 65 22 43
110 — 110 90 20
18 — 18 18 : —
538 — 538 384 154
5,047 — 5,047 4,276 771
17 — 17 9 8
30 (10) 20 12 8
17 — 17 17 —
132 10 142 112 30
2 — 2 1 1
30 — 30 24 6
59 — 59 45 14
287 - 287 220 67
17.387 — 17.387 15,729 1.658
27,752 (200) 27,552 26,104 1,448
688 128 816 804 12
377 — 377 368 9
5 54 59 57 2
35 18 73 66 7
28,877 — 28,877 27,399 1,478
15 — 15 10 3
29 3 32 27 5
3 | 6 5 ]

25 1 26 26

1 — ] — 1
4 — 4 1 3
17 - 17 17 —
330 h 329 93 236
515 4 Sl 234 277
31 — 51 27 24
421 — 421 352 69
1.413 — 1413 792 621
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Exhibit C-1 (continued)

General Corporate Fund - Corporate and Reserve Claim Divisions

Schedule of Appropriations and Expenditures on a Budgetary Basis

Year ended December 31, 2017

Corporate Division

Monitoring and Research (continued):

Materials and supplics
Office, printing, and photographic supplies
Farming supplies
Laboratory testing supplies and small equipment
Wearing apparel
Books, maps, and charts
Computer supplics
Fuel
Materials and supplics not otherwise classified

Total materials and supplies

Machinery and equipment
Testing and laboratory equipment
Total machinery and equipment
Monitoring and Research total

Procurement and Materials Management:
Personal services
Salanies of regular employces
Compensation plan adjustments
Social securtty and medicare contributions
Tuition and training payments

Total personal services

Contractual services
Travel
Meals und lodging
Compensation for personally owned autos
Advertising
Repanrs to buildings
Repairs to office furniture and equipment
Repairs to vehicle equipment

Total contractual services

Materials and supplies
Metals
Electrical parts and supplics
Plumbing accessories and supplics
Hardware
Buwildigs. grounds. paving materials, and supphes
Fiber. paper and insulation materials
Pamts, solvents. and related matenials

Vehicle parts and supphes
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(i thousands of dollars) Actual
Variance
Budget Amounts “l;:::ltl,_{t"th-ll
Net Actual Positive

Original Transfer Final Amounts  (Negative)

5 25 % (hH 24 % 24 % —

34 — 34 34 —

406 — 406 348 58

16 — 16 15 1

1 2 3 2 1

2 ) 1 — 1

15 — 15 12 3

58 — 58 45 13
557 — 557 480 77 -

423 — 423 419 4

423 — 423 419 4

31,270 — 31,270 29,090 2,180

5,555 — 5,555 5,119 436

141 — 141 63 78

79 — 79 72 7

5 — 5 I 4

5.780 — 5.780 5.255 525

3 — 3 — 3

3 — 3 — 3

2 — 2 1 |

131 (6) 12 82 43

4 2 6 3 3

2 — 2 2 —

8 4 12 9 3

153 — 153 97 S6

150 (21 129 123 6

350 (12) 338 301 37

382 3 351 305 46

83 — bS] 78 7

350 (2) 348 303 45

43 2 47 46 1

55 — 55 Sl 3

10 — 10 9 I



Metropolitan Water Reclamation District of Greater Chicago

.

(1 thousands of dollars) Actual
Variance
Budget Amounts ‘};:ll:]::?‘_ll
Corporate Division Net Actual Positive
: Original Transfer Final “Amounts  (Negative)
Procurement and Matenals Management (continued):
Mechanical and repair parts $ 160 § 40 3 200§ 195 % 5
Oftice, printing. and photographic supplies 17 — 17 14 3
Laboratory testing supplies and small equipment 590 31 621 621 —
Cleaning supplics 300 — 300 293 S 7
Tools and supplies i 80 20 100 99 1
Wearing apparel 173 — 173 172 1
Safety and medical supplies 90 — 90 88 2
Computer supplics : 77 — 77 67 10
Fuel 270 (50 220 181 39
Gas (mn containers) 65 21 86 76 10
Communications supplics 8 — 8 8 —
Lubricants 260 — 260 227 33
Materials and supplics not otherwise classified 117 2 119 117 2
Total materials and supplies 3,634 — 3,634 3,374 260
Procurement and Materials Management total 9,567 — 9,567 8,726 841
Human Resources:
Personal services
Salaries of regular employees 7.492 20y - 7.472 5.591 1.881
Compensation plan adjustments 238 — 238 200 35
Soctal security and medicare contributions 101 20 121 115 6
Employee claims 60 — 60 22 38
Tuition and training payments 742 (232) 510 492 18
ealth and hife insurance premuims 46.705 24) 46.681 42902 3779
Personal services not otherwise classified 251 256 507 359 148
Total personal services 55,589 — 55,589 49,681 5,908
Contractual services
Travel 5 — 5 2 3
Meuls and lodging 12 — 12 8 4
Postage. freight, and delivery charges — — — — —
Compensation for personally owned autos 4 — 4 1 3
Court reporting services 14 -— 14 7 7
Medical services 124 124 90 "»4
Insurance premiums 3.500 3.500 3.038 442
Rental charges 24 — 24 8 16
Payment tor professional services 1,139 45 1,184 1,041 143
Contractual services not otherwise classified 63 — 63 53 8
Safety repairs services 172 (40) 132 60 72
Computer sottware mamntenance 20 (3 15 —- 15
Total contractual services 5.077 — 5.077 4.330 747
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Exhibit C-1 (continued)
General Corporate Fund - Corporate and Reserve Claim Divisions
Schedule of Appropriations and Expenditures on a Budgetary Basis

ear ended December 31, 2017

(in thousands of dollars) Actual
Variance
Budget Amounts “l;:::lg:th—"
Corporate Division Net : Actual Positive
Original Transfer Final Amounts  (Negative)
Human Resources (continued):
Matenals and supplies
Office. printing, and photographic supplics $ 59 $ 9 % 68 § . 61 % 7
Books. maps. and charts 3 — 3 2 I
Safety medical supphes X 173 9 164 95 69
Materials and supplics not otherwise classitied - 4 - 4 3 1
Total materials and supplies 239 — 239 161 78
IHuman Resources total 60,905 — 60,905 54,172 6,733
Information Technology:
Personal services
Salaries of regular employces 8,588 ) 8,584 7,504 1,080
Compensation plan adjustments 236 — 236 185 51
Social security and medicare contributions - 107 4 111 106 5
Tuition and training payments 87 — 87 32 55
Total personal services 9,018 — 9,018 7.827 1.191
Contractual services
Meals and lodging 2 — 2 1 1
Postage, freight, and delivery charges ' — 1 i 1 —
Compensation for personally owned autos S — S 1 4
Communication services 1,422 — 1,422 948 474
Rental charges ' 326 — 326 294 32
Payment for professional services 357 — 357 100 257
Contractual services not otherwise classified 20 — 20 — 20
Computer equipment mamtenance 376 — 376 237 139
~ Computer software maintenance 4.058 . — 4,058 3,840 218
Communication cquipnient maintenance 796 N 795 684 I
Total contractual services 7.362 — 7.362 6,106 1,256
Matcnials and supplies
Office. printing, and photographic supphes 17 - 17 10 . 7
Computer software 332 - 332 77 255
Computer supplics 423 — 423 410 13
Communication supphes 132 — 132 90 42
Total materials and supplies 904 — 904 587 317
Machmery and equipment
Computer equipment 45 - 45 37 8
Computer software 30 — 30 — 30
Total machinery and equipment 75 75 37 Eh
Information Technology total 17.359 — 17.359 14,557 2.802
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Metropolitan Water Reclamation District of Greater Chicago

(in thousands of dollars) Actual
. Variance
Budget Amounts “I;:ll:lgt"tl-.l
Corporate Division Net Actual Positive
Original Transfer Final Amounts  (Negative)
Law:
Personal services
Salaries of regular employees $ 5045 3 4 $ 5041 $ 4683 §$ 358
Compensation plan adjustmcnts ' ' 143 — 143 112 31
Social security and medicare contributions 66 4 . 70 67 3
Tuition and training payments 14 — 14 11 3
Total personal services 5,268 — 5,268 4,873 395
Contractual services
Travel 6 — 6 4 2
Meals and lodging 7 5 12 9 3
Postage, freight, and delivery charges 1 — 1 — 1
Compensation for personally owned autos 1 S 6 4 2
Reprographic services 25 — 25 2 23
Court reporting scrvices 80 (10) 70 10 60
Payment for professional services 2,000 — 2.000 238 1.762
Contractual services not otherwise classified 90 — 90 82 8
Total contractual services - 2,210 — 2,210 349 1,861
Materials and supplies .
Office. printing. and photographic supplies 5 — 5 3 2
Books, maps. and charts 12 — 12 10 2
Matenals and supplies not otherwise classified 1 — 1 — 1
Total materials and supplies 18 — 18 13 5
Fixed and other charges
Taxes on real estate 890 — 890 686 204
Total fixed and other charges 890 — 890 686 204
Law total 8,386 —_ 8.386 5,921 2.465
Finance:
“Personal services
Salaries of regular employeces 3,133 — 3133 3,053 80
Compensation plan adjustments 60 — 60 21 39
Social seeurity and medicare contributions 51 — 51 43 8
Tuwition and trammyg payments 26 5 31 30 1
Total personal services 3,270 5 3,275 3.147 125
Contractual services
Travel 4 (3) 1 1 —
Mecals and lodging 5 (2) 3 2 |
Compensation for personally owned autos 1 — 1 - 1
Reprographice services 2 — 2 2
Court reporting serviees 50 Y 59 59 —
Payments for protessional services 324 (rn 313 304 9
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Exhibit C-1 (continued)
General Corporate Fund - Corporate and Reserve Claim Divisions
Schedule of Appropriations and Expenditures on a Budgetary Basis

Year ended December 31, 2017

(in thousands of dollars) Actual
Variance
Budget Amounts ‘};::]d:('_?'_“
Corporate Division Net Actual Positive
Original Transfer Final Amounts  (Negative)
Finance (continued):
Contractual services not otherwise classilied b I3 — 8 13 1 3 —
Repairs to office furniture and equipment 5 — 5 —
Total contractual services 394 (5) 389 372 17
Materials and supplies
Office, printing, and photographic supplies 19 . — 19 10 9
Books, maps, and charts | — I — 1
Total materials and supplics 20 — 20 10 10
Finance total 3,684 — 3,684 3,529 155
Engineering:
Personal services
Salaries of regular employeces 27,176 — 27,176 24,839 2337
Compensation plan adjustments 591 — 591 394 197
Social sccurity and medicare contributions 375 — 375 351 24
Tuition and training payments 150 — 150 101 49
Total personal services 28.292 — 28,292 25,685 2,607
Contractual services
Travel 12 — 12 7 5
Meals and lodging 25 — 2 17 §
Postage, freight, and delivery charges 3 — 3 1 2
Compensation for personally owned autos 15 — 15 8§ 7
Motor vehicle operating services | — 1 — 1
Reprographic services 5 — 5 4 1
Water and water services 3 1 4 4 —
Rental charges 1 — 1 — I
Payments for professional services 238 — 238 139 99
Preliminary engineering reports and studies 27 ' n 26 3 13
Contractual services not otherwise classilied 85 — 85 ]2 k)
Reparrs to waterway tacilities 43 —_— 43 43 —
Repanrs to testing and laboratory equipment 5 — 5 2 3
Repairs not otherwise classified 10 — 10 8 2
Total contractual services 473 — 473 328 145
Materials and supplics
OfTice, printing, and photographic supplies 40 — 40 33 7
Tools and supplics 10 — 10 4 6
Wearing apparel 8 — 8 7 |
Books, maps. and charts 7 — 7 3 4
Matenals and supplics not otherwise classified 3 — 5 | 4
Total matertals and supphies 70 — 70 48 22
Engineering total 28835 — 2R.835 26,061 2774

136 FINANCIAL SECTION



Metropolitan Water Reclamation District of Greater Chicago

(mn thousands of dollars) Actual
Variance
Budget Amounts “l;:::]z,:(l‘lt]‘-“
Corporate Division Net Actual Positive
Original Transfer Final Amounts  (Negative)
Maintenance and Operations:
Personal services
Salaries of regular employeces $ 8795 § (305) $§ R7.651. § 85,102 § 2,549
Compensation plan adjustments 4,662 280 4,942 4,714 228
Social security and medicare contributions 1,228 26 1,254 1,250 4
Salaries of non-budgeted employces 35 — 35 7 28
Tuition and training payments 266 — 266 198 68
Total personal services 94,147 1 94,148 91,271 2,877
Contractual services
Travel 35 — 35 15 20
Meals and lodging 70 — 70 58 12
Compensation for personally owned autos - 150 (13) 137 109 28
Motor vehicle operating services 2 — 2 | 1
Elccetrical energy 36,447 (225 36,222 35,900 322
Natural gas . 2,768 238 3,006 2,928 78
Water and water services 1,741 125 1,866 1,859 7
Communications services 605 — 605 554 51
Testing and inspection services 170 — 170 119 s1
Rental charges 180 — 180 156 24
Governmental service charges 3,300 266 3,566 3,560 6
Maintenanee of grounds and pavements 968 (87) 881 8§29 52
Payments for professional services 720 — 720 544 176
Contractual services not otherwise classified 570 23) 547 404 143
Waste material disposal charges 10,955 - 47) 10,908 10,285 623
Farming services . 233 (209) 24 25 (1
Sludge disposal 3,204 446 3,650 3,600 50
Reparrs to collection facilities 3,333 (104) 3,229 3.076 153
Repairs to waterway facihities 50 — 50 44 6
Reparrs to process tacihities 4,976 (185) 4,791 4,048 143
Repairs to railroads © 303 (1%) 285 267 18
Repairs to builldings 1,050 (109 941 612 329
Repairs to matenal handhing and farm equipment 304 — 304 280 24
Safety repairs and services 368 (70) 208 280 18
Repairs to marme equipment 60 — 60 54 6
Computer soflware maintenance 5 — 5 5 —
Repairs to vehicle equipment 100 23 123 115 8
Repairs not otherwse classified 20 (C)) 11 9 2
Total contractual services 72,687 N 72,686 70,33 2,350
Materials and supplies
Metals 35 -— 35 28 7
Elecincal parts and supplies 1.800 330 2,130 1,751 379
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Exhibit C-1 (continued)
General Corporate Fund - Corporate and Reserve Claim Divisions
Schedule of Appropriations and Expenditures on a Budgetary Basis

Year ended December 31, 2017

138 FINANCIAL SECTION

(in thousands of dollars) Actual
. Variance
Budget Amounts “l;‘uhdgc"t]‘-ll
Corporate Division Net Actual Positive
Original Transfer Final Amounts (Negative)
Maintenance and Operations (continued):
Plumbing accessories and supplies 3 652 % (10) $ 642 $ 520§ 122
Hardware 20 — 20 15 5
Buildings, grounds, paving materials, and supplics 193 — 193 126 67
FFiber, paper and insulation materials 14 — 14 6 8
Paints, solvents, and related matcerials 7 — 7 5 2
Vehicle parts and supplies 200 — 200 168 32
Mechanical repair parts 2,288 285 2,573 2,203 370
Manhole materials il — 11 ‘10 1
Oftice, printing, and photographic supplics 50 — 50 43 7
Farming supplies 5 — 5 5 —
Processing chemicals 13,724 (543) 13,181 9,135 4,046
Luboratmy testing supplies and small equipment 25 — 25 23 2
Cleaning supplies 5 — 5 4 1
Tools and supplies 500 (653) 435 376 59
'Wcuring apparel 2 — 2 1 1
Safety.and medical supplies 60 — 60 43 17
Computer software 8 — 8 4 C 4
Computer supplies 17 — 17 11 6
Fuel 300 — 300 255 45
Gas (in containers) 5 — 5 1 4
Communication supplies 1 — 1 — 1
Lubricants 5 3 8 7 1
Materials'and supplies not otherwise classificd 108 — 108 59 49
Total materials and supplies 20,035 e 20,035 14,799 5,236
Machinery and cquipment
Equipment for collection facilities 50 (5) 45 45 —
Equipment for process facilities 100 15 115 109 6
Vehicele equipment 10 (10) — — —
Testing and laboratory cquipment 6 — O 6 —
Total machinery and equipment 166 e ) 166 160 6
Maintenance and Operations total 187,035 187,035 176,566 10.469




Metropolitan Water Reclamation District of Greater Chicago

(in thousands of dollars) Actual
Variance
Budget Amounts “[;:ll:l::\?‘-“
Corporate Division ) Net Actual Positive
Original Transfer Final Amounts  (Negative)
Corporate Division Total
Total all departments-
Personal services $ 246482 § 6 $ 246,488 $ 230,206 '§ 16,282
Contractual services 95,114 (0) 95,108 87,218 7.890
Materials and supplies 25,774 — 25,774 19,698 6,076
Machinery and equipment 664 — 664 616 4R
Fixed and other charges 890 — 890 686 204
Total Corporate Division 368,924 T — 368,924 338,424 30.500
Reserve Claim Division .
Employce claims é,OOO — 8,000 4,234 3,766
General claims and emergency repair and replacement
cost over $10,000 22,617 — 22,617 2,671 19,946
Total Reserve Claim Division 30,617 — 30,617 6.905 23,712

Total General Corporate Fund $ 399,541 § — $ 399541 § 345329 § 54212
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Exhibit C-2 :
General Corporate Fund - Corporate and Reserve Claim Divisions
Schedule of Expenditures by Type - GAAP Basis

Year ended December 31, 2017
(with comparative amounts for prior vear) \

(in thousands of dollurs)

Percent Percent
Increase Increase of Total
2017 2016 (Decrease) (Dccrease) 2017
Personal services:
Salaries and wages S 183,651 § 181,391 § 2,260 1 % 53%
Employce health and life insurance premiums 42,901 43,224 (323) (1) 13
Social security and medicare contributions 2,602 2,528 74 3 1
Tuition and training payments 1,028 730 298 41 0
Other 22 39 (17) (44) 0
Total personal services 230,204 227912 2,292 I 67
Contractual services:
Electrical energy 36,219 35,715 504 1 11
Natural gas 2,954 2,421 533 22 1
Postage, freight, and delivery charges 105 104 1 1 0
Waste material disposal charges 10,285 9,260 1,025 11 3
Administration building operation 1,752 1,691 61 4 1
Communication services 1,506 1.772 (266) (15) 0
Farming services 25 30 (5) a7n 0
Court reporting services 77 63 14 22 0
Water and water services 1,869 1,904 (35) (2) 1
Motor vehicle operating services 69 58 11 19 0
Employce travel and transportation 352 445 (93) (21) 0
Medical services 90 122 32) (26) 0
Rental charges 473 510 (37) N 0
Maintenance of grounds and puvcnu':nls 829 809 20 2 0
Governmental service charges 3,577 3,241 336 10 |
Repairs to process facilities 4,648 5.255 (607) (12) 1
Other repairs 8516 10,727 (2.21D @n 3
Other contractual scrvices 11,889 12,983 (1,094) 8) 3
Total contractual services 85,235 87,110 (1,875) 2) 25
Materals and supplies:
Processing chemicals 9,137 9.756 (619) (6) 3
Laboratory testing supplies 984 970 14 1 0
Mechanical reparr parts 2,917 2.208 709 32 1
Fuels and lubricants 802 66Y 133 20 0
Electrical parts and supplics 1.886 2,037 (151 (N 1
Plumbing accessories and supplies 924 1.293 (369) 29 0
Office, printing. and photographic supplies 39 295 24 N 0
Buildings, grounds, paving materials, and supplies 367 276 91 33 0
Cleamng supplies 279 260 19 7 0
Metals 130 153 (23) (15) 0
Computer supplics 651 456 195 43 0
Other matenals and supplies 1,893 2753 (862) (31 1
Total materials and supphies 20,289 21,128 (839) 4 6

(continued)

140 FINANCIAL SECTION




Metropolitan Water Reclamation District of Greater Chicago

(i thousands of dollurs)

Percent Percent
) Increase Increase of Total
2017 2016 (Decrease) (Decrease) 2017
Machinery and equipment:
Vehicle equipment S — 8 5 S (&) (100Y% 0%
Testing and laboratory equipment 424 312 12 36 0
Equipment for collection facilitics 23 36 (13) (36) 0
Communication equipment — 45 (45) (100) 0
Other machinery and equipment 284 280 4 1 0
Total machinery and equipment 731 678 53 8 0
Fixed other charges:
Taxes on real estate 686 790 (104) (13) 0
Total fixed other charges 686 790 (104) (13) 0
Claims and judgments 6.905 4,786 2,119 44 2
Total expenditures S 344050 $§ 342404 § 1,646 100%
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DEBT SERVICE FUND

Fund-established to account for annual property tax levies and certain other revenues, principally
interest on investments, which are used for payments of interest and redemption of general
obligation bond issucs.



Exhibit D-1.
Debt Service Fund
Schedule of Revenues, Expenditures and Changes in Fund Balances

Including Comparison of Budget and Actual on Budgetary Basis

Year ended December 31, 2017

(in thousands of dollars)

Actual

Variance
with Final

Actual on Budget -

Final Budgetary Positive
Budget Basis (Negative)

Revenues:
Property taxes [ $ 222973 § 218405 § (4.568)

Total tax revenue 222973 218.405 *(4.568)

Interest on investments - 400 1,346 946
Miscellancous — 10 10

Total revenues 223,373 219,761 (3,612)
Expenditures:

Dcbt service 228,826 228,826 —
Revenues over (under) expenditures ' (5.453) (9.065) (3.612)
Other financing sources (uscs):

Transfers from Stormwater Fund : 5,769 3.269 (2,500)

Total other financing sources (uses) 5,769 3,269 (2,500)
Revenues and Other financing (use) over (under) )
expenditures 316 (5.796) (6,112)
Fund balances at beginning of year 118,107 178.312 60,205
Fund balances at end of the ycar ) $ 118423 § 172516 § 54,093
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CAPITAL PROJECTS FUNDS

Construction Fund

Fund established to account for proceeds of annual property tax levies and certain other revenucs
used for the acquisition of long-term assets used in principal functions of the District.

Stormwater Management Fund
Fund established to account for the annual property taxes which are specifically levied to finance
all activities associated with stormwater management, including construction projects.
Capital Improvements Bond Fund
Fund established to account for proceeds of debt, government grants, and certain other revenues

used in connection with improvements, replacements, and additions to designated environmental
projects.



Exhibit E-1
Capital Project Funds
Schedule of Appropriations and Expenditures on Budgetary Basis

Year ended December 31, 2017

Actual
Variance
with Final

(i thousands of dollars)

Budget Amounts

Budget -
Net Actual Positive
Original  Transfers Final Amounts  (Negative)
Construction Fund:
Contractual services
Testing and Inspection Services S 600 S . (250) $ 350 § 43 5 307
Intergovernmental Agreements 100 — 100 82 18
Payments for professional services 3,625 100 3,725 1,651 ©2.074
Pro_fcssional engineering services for construction 1,859 — 1,859 —_— 1,859
Contractual services not otherwise classitied 60 — 60 29 31
Repairs to collection facilities 157 150 . 307 285 22
Total contractual scrvices 6,401 — 6,401 2,090 4311
Machinery and equipment
Equipment for colocation facilities - . 340 - 340 — 340
Equipment for waterway facilities 335 — 335 202 133
Equipment for process facilities 1,996 — 1.996 308 1.688
Computer equipment 274 — 274 241 33
Computer software 132 — 132 35 97
Communications cquipment 71 — 71 67 4
Vehicle equipment 2,072 — 2,072 1.883 189
Machinery and equipment not otherwise classified 1,404 — 1,404 139 1.265
Total machinery and equipment 6,624 — 6,624 2.875 3,749
Capital Projects
Collection facilities structures 2,469 (300) 2,169 950 1.219
Waterway facilitics structures 349 — 349 — 349
Process facility structures 5,329 — 5.329 1,021 4,308
Buildings : 2,767 — 2,767 850 1,917
Capital projects; not otherwise classified 3.738 — 3,7.38 3.066 672
Preservation ot collection tacthty structures 1,500 — 1.500 — 1.500
Preservation of waterway fucility structures 931 - 931 — 931
Preservation of process facility structures 1,486 428 1,914 61R 1.296
Preservation of buildings 2484 . 2,484 2322 162
Preservation capital projects not otherwise classitied 373 (128) 245 — 245
Total capital projects 21426 — 21.426 8.827 12.599
Construction Fund Summary:
Contractual services 6.401 — 0,401 2,090 4311
Machinery and equipment 6.624 — 6.624 2875 3749
Capital projects 21426 — 21,426 8.827 12.599
Construction Fund total 34451 — 34451 13,792 201659

feontinued)
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Metropolitan Water Reclamation District of Greater Chicago

(mn thousands of dollurs) \;:‘.It:l‘l‘:c
Budget Amounts “[;::II;:-?-“
Net Actual Positive
Original  Transfers Final  Amounts  (Negative)
Stormwater Management Fund:
Personal services
Salaries of regular employces $ 5635 § — $ 5635 S 5370 § 265
Compensation plan adjustments 193 — 193 108 85
Social security and medicare contributions 81 — 81 77 4
Salaries of nonbudgeted employces 11 — 11 —
Tuition and training payments 31 — 3] 9 22
llealth and life insurance premiums 580 — 580 502 78
Total personal services 6,531 —_— 6,531 6,066 465
Contraclual services
Travel 2 — 2 2 —
Meals and lodging . 5 — 5 4 1
Postage. freight and delivery charges 3 — 3 | 2
Compensation for personally owned autos 25 —_ 25 15 10
Motor vehicle operating services 1 — 1 — ]
Testing and inspection services 30 — 30 — 30
Court reporting services 12 — 12 11 |
Rental charges 3 — 3 ] 2
Intragovernmental agreements 12,846 — 12,846 2,546 10,300
Payments for professional services 775 — 775 L 227 548
Prehminary engineering reports and studies 4,800 — 4,800 1.097 3,703
Professional engineering services for construction 3,844 (130) 3,694 116 3,578
Contractual services not otherwise classified 246 — 246 163 83
Waste material disposal charges 70 . — 70 54 16
Repairs to waterways facihties 2,415 — 2415 2,251 164
Computer Software — 150 150 130 —
Repairs not otherwise classitied 6 — 6 1 5
Total contractual services 25,083 — 25,083 6,639 18,444
Matenials and supplies
Building and grounds materials and supplies 5 — 5 5 —
Office. printing. and photo supplies 12 — 12 4 8
Processing chemicals 5 — 5 — 5
Tools and supplies L — 11 8 3
Wearing apparel 2 —_ 2 — 2
Materials and supphes not otherwise classified 1.240 — 1,240 436 804
Total materials and supplies 1.275 — 1.275 453 822

tcontinued)
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Exhibit E-1 (continued)
Capital Project Funds
Schedule of Appropriations and Expenditures on Budgetary Basis

Year ended December 31, 2017

(in thousands of dollars) V‘::::r‘ll(l‘c
Budget Amounts “l;:ll:lgé?-‘l
Net Actual Positive
* Original  Transfers Final Amounts  (Negative)
Stormwater Management Fund (continued):
Machinery and equipment
Marine equipment S 85 S — 3 & S — 3 85
Total machinery and equipment 85 — 85 — 85
Capital Projects
Waterways facilitics structure 3,170 — 3,170 962 2,208
Capital projects not otherwise classificd 1,620 — 1,620 — 1.620
Preservation of waterway facility structures 1,459 — 1,459 — 1,459
Total capital projects 6,249 — 6,249 962 5,287
Land .
Land 410 — 410 — 410
Total land 410 — 410 — 410
Fixed and other charges
Equity transfer 5,769 — 5,769 3,269 2,500
Payments for easements 400 — 400 14 386
Total fixed and other charges 6,169 — 6,169 3.283 2.886
Stormwater Management Fund Summary:
Personal services 6,531 - 6,531 6,006 465
Contractual services 25,083 — 25.083 6.639 18,444
Materials and supplics 1,275 — 1,275 453 822
Machmery and equipment 85 — 85 — 85
Capital projects 6,249 — 6,249 962 5,287
Land : 410 — : 410 — 410
Fixed and other charges 6,169 —- 6.169 3.283 2,886
Stormwater Management Fund total 45.802 — 45,802 17,403 28,399
Capital Improvements Bond Fund Summary:
Contractual services 29,055 26.585 55,640 28.836 26,804
Machmery and Equipment —- 1.245 1.245 580 665
Capital projects 313.054 153,344 466398 209,693 256,705
Land 10,300 — 10,300 1.467 8,833
Fixed and other charges 2,216 4.390 6,606 4,452 2,154
Capital Improvements Bond Fund total * 354,625 185,564 540.189 245,028 295,161
Capual Projects Funds total S 434878 § 1853564 S 620442 § 2706223 § 344,219

* The Capital Improvements Bond Fund is budgeted on an “obligation™ basis which records expenditures in the period
in which the contracts or grants are awarded.
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TRUST FUNDS

PENSION TRUST FUND

Afiduciary fund established to account for employer / employee contributions, investment earnings,
and expenses for employee pensions.

OPEB TRUST FUND

Fund established to administer the defined benefit post-employment health care plan.



Exhibit F-1 :
Pension and Other Post Employment Trust Funds
Combing Statements of Fiduciary Net Position

Year ended December 31, 2017
(with comparative amounis for prior year)

(in thousands of dollars)

Pension Trust Fund OPEB Trust Fund Total Fiduciary Funds
2017 12016 2017 2016 2017 2016
Cash S 199 $ 3670 S — 3 — S 1,990 § 3,670
Receivables
Employer contributions-taxes (nct of
allowance for uncollectible $3.883 in
2017; $3.753 in 2016) 89,604 79.505 — — 89,604 79,505
Securities sold 42,172 7,563 — — 42,172 7,563
Forward forcign exchange contracts 123,333 116,576 — — 123,333 116,576
Accrued interest and dividends 3,660 3,161 73 76 3,733 3,237
Accounts receivable 43 45 — — 43 45
Total receivables 258,812 206,850 . 73 76 258,885 206.926
Investments at fair value
Corporate and governmental bonds
and notcs 249,812 234,275 — — 249 812 234275
Moncy market funds ) — — 16,994 5.590 16,994 5,590
Pooled funds - fixed income 184,200 195,104 62,805 61,360 247,005 256,464
Pooled [unds - equities — — 97.893 81,809 97.893 81.809
Balanced funds — — 17.449 16,013 17,449 16,013
Common and preferred stocks 576,588 524,405 — _ 576,588 524,405
Mutual and commingled Equity funds 342,484 285,515 — — 342,484 285,515
Short-term investments 30,689 32.493 — — 30,689 32,493
Total investments 1,383,773 1.271.792 195.141 164,772 1,578,914 1.436.564
Securities fending capital 27.448 42,118 — — 27,448 42,118
Total assets ) 1,672,023 1.524.430 195,214 164,848 1,867.237 1,689,278
Liabilities
Accounts payable 1.360 1.270 14 4 1,374 1,274
Secunties lending collateral 27,448 42,118 — — 27,448 42,118
Forward foreign exchange contracts 124,384 116,937 — — 124,384 116.937
Sccurities purchased 17,037 11.507 —_ - 17,037 11,507
Total habilities 170,229 171.832 14 4 170,243 171.836
Net position restnicted tor
pension and OPER benetits S 1,501,794 § 1352598 S 195200 § 164844 S 1696994 § 1.517.442
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Exhibit F-2 )
Pension and Other Post Employment Trust Funds

Combining Statements of Changes in Fiduciary Net Position

Year ended December 31, 2017
(with comparative amounts for prior vear)

(in thousands of dollars)

Pension Trust Fund OPEB Trust Fund Total Fiduciary Funds
2017 2016 2017 2016 2017 2016
Additions:

Contributions: .
Employer contributions $ R9.858 S 80260 S 18431 S 19917 § 108,289 § 100,177
Employce contributions 20,340 20.831 — — 20,840 20,831
Retiree contributions — — — 7,917 — 7,917

Total contributions 110,698 101.091 18,431 27,834 129,129 128,925

Investment income:

Net appreciation (depreciation) in fair

value of investments 177.342 92.763 21,209 © 6,577 198,551 99.340

Interest and dividend income 21.754 25,003 4,225 4,013 25,979 29016
Total investment income (loss) 199.096 117,766 25.434 10,590 224,530 128,356

Less investment expenses (4,621) (4.614) (42) 42) (4.663) (4.656)
Investment income (loss) net of
cxpenses 194,475 113,152 25,392 10,548 219,867 123,700

Security lending activities:

Sccurity lending income 448 265 — — 448 265
Borrower rebates (13) 295 — — (13) 295
Bank fees (89) (126) —_ — (89) (126)

Net income from sccuritics lending ’

activitics 346 434 — — 346 434

Other 3 107 — — 3 107

Total additions 305,522 214.784 43,823 38,382 349.345 233,166
Deductions:

Annuitics and benefits
Employce annuitants 127.099 121,730 — — 127,099 121,730
Retiree health care benetits -— — 13.431 22,835 13,431 22.835
Surviving spouse annuitants 24203 22919 — — 24,203 22919
Child annuitants 142 153 — — 142 153
Ordinary disability benefits . 631 413 — — 631 413
Duty disability benefits 77 110 — — 77 110

Total annuitics and benefits 152,152 145.325 13,431 22,835 165,583 16&.160
Refunds of employee contributions 2,560 2,011 — - 2,560 2.011
Administrative expenses - 1.614 1.503 37 32 1,651 1,535

Total deductions 156.326 148.839 13,408 22.867 169,794 171.706

Net increase (decrease) 149,196 65,945 30.356 13,515 179,551 81,460

Net position held m trust for pension and
OPL:B benelits
Beginning of year 1.352.598 1,286,653 164,844 149,329 1.517.442 [.435.982
End ol year SL.501.794  ST.352.598  § 195200 S 164,844 $1.096.994 §1.517.442
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Il.

STATISTICAL AND
DEMOGRAPHICS
SECTION

MWRD President Mariyana T. Spyropoulos and Commissioner Josina Morita were joined by MWRD
staff after receiving awards at the 2017 WEFTEC Awards Ceremony in Chicago. Three awards were
presented to the MWRD for Water Quality Inprovement, Project Excellence and Innovative
Facility Design. Appearing left to right, Principal Civil Engineer Yvonne Lefler, Managing Civil Engineer
Kevin Fitzpatrick, Commissioner Morita, Associate Civil Engineer Meagan Matias, President
Spyropolous, Principal Civil Engincer Justine Skawski, Principal Civil Engineer Lou Storino, Assistant
Director of Engincering Bill Sheriff and Senior Civil Engineer Bipin Patel.
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Statistical and Demographics Section (Unaudited)

This part of the District’s comprehensive annual financial report presents detailed information as a context tor
understanding the information in the financial statements, note disclosurcs, and required supplementary information
and the District’s overall financial health.

Contents Exhibits
Financial Trends I-1 through 1-4

These schedules contain trend information to help the reader understand how the
District’s financial performance and well-being have changed over time.

Revenue Capacity ) I-S through I-9

These schedules contain information to help the reader assess the District’s most
significant local revenue sources, property taxes and user charges.

Debt Capacity I-10 through I-12

These schedules present information to help the reader assess the affordability of
the District’s current levels of outstanding debt and its ability to issue additional
debt in the future.

Demographic and Economic Information I-13 and I-14

These schedules offer demographic and economic indicators to help the reader
understand the environment within which the District’s financial activities take
place.

Operating Information 1-15 through I-17

These schedules contain service and infrastructure data to help the reader
understand how the information in this financial report relates to the services the
District provides and the activities it performs.

Sources: Unless otherwise noted the information in these schedules is derived from the comprehensive annual
Sfinancial reports for the relevant yeuwr:
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Exhibit 1-1
Net Position by Component

Last Ten Fiscal Years

(accrual basis of uccounting)
(in thousands of dollurs)

2017 2016 2015 2014

Net investment in capital assets * $ 4,710,123  § 4,591,899 § 4,630,463 § 4,548,793
Restricted

Restricted for corporate working cash 280,437 279,390 278,852 278,148

Restricted for rescrve claim 9,976 2,128 6,499 7,764

Restricted for debt service 318,646 318,575 310,383 305,375

Restricted for capital projects 32,067 75,762 — 15,457

Restricted for construction Iworking cash 22,204 22,070 21,947 21.833

Restricted tor stormwater working cash 37,509 ' 37,384 37,216 37,035
Unrestricted (Deficit) : . (794,533) (787,263) (756,154) (722,949)
Total net position ) $ 4616429 $ 4539945 § 4,529206 $ 4,491,456

* Infrastructure under the modified approach is reported in the period the initial condition assessment was completed.
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Metropolitan Water Reclamation District of Greater Chicago

2013 2012 201 2010 2009 2008

S 4500950 $ 4514633 S 4506544 5 4492811 § 4559884 3§ 4575974

276,894 277,006 277,270 277,249 275,459 272.120
9,861 4,524 6.211 22,521 25,073 35.817
278,970 268,760 257,418 227.320 232,815 212,353
28,886 18,828 29,908 38,018 — 13,412
21,644 21:649 21,611 27,377 27,286 27,005
37,690 37,737 39,573 39,554 38,953 37,902
4,037 (1,006) (53,477) (96.934) (49,191) 47316

$ 5164932 § 5,142,131 § 5085058 § 5027916 § 5110279 § 5221899
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Exhibit 1-2
Changes in Net Position

Last Ten Fiscal Years

(accrual basis of accounting)

(in thousands of dollars)

158 STATISTICAL SECTION

2017 2016 2015 2014
Revenues
General Revenues:
Property taxes S 563.764 §$ 556,648 S 533,240 $ 526,851
Personal property replacement tax 43,194 38,961 37,863 39,571
Interest on investments 8,784 6,181 5,381 9,486
Tax increment financing distributions 9,100 9,228 13,069 4,925
Claims and damagc scttlcments 783 209 350 630
Miscellancous 5,819 5,527 5,804 5,290
Gain on sale of capital asscts 50 1,210 2,922 ) 8
Total general revenues 631,494 617,964 598,629 586,761
Program Revenues:
Charges for services
User charges 51,098 48,621 46,238 50,696
Land rentals 17,352 20,166 18,189 16,357
Fees, forfeits and penalties 5,401 4,164 4,885 5,456
Capital grants and contributions
Federal grants 14,558 12,825 11,170 11,089
Total program revenues 88,409 85,776 80.482 83,598
Total revenues 719,903 703,740 679,111 670,359
Expenses
Board of Commissioners 4,094 4,166 3,671 3,721
General Administration 15,791 15,690 14,835 15,096
Monitoring and Research 29,591 28,753 27.259 26,922
Procurement and Materials Management 5.947 6,602 6,801 6.331
Human Resources 54,267 54,447 58,512 72,896
[nformation Technolog 12,734 14,702 14,602 14,708
Law 5,830 6,709 6,008 6.812
Finance 3.520 3.570 3,401 3433
Engineering 27.830 28,002 27,232 26,561
Maintenance and Operations 178,994 177,829 173,177 169,234
Pension costs 106,814 108,600 87,145 92,944
OPEB Trust Fund costs * (6,681) (7,008) (5,408) (19.449)
Claims and judgments (2.662) (8.54%) 23,560 2,660
Construction costs 85,335 136,203 69.434 77,191
Loss on sale of capital assets 202 13 32 127
Depreciation (unallocated) 12,063 12,083 12,123 12,229
Interest on bonds 109,550 111,182 118.977 114,328
+ Total expenses 0643.419 693.001 641.361 025,744
Change in Net Position S 76484 § 10.739 3§ 37.750 % 44.615

* The 2012 decrease resulted from a reduction in the liability estimate for OPEB.



Metropolutan Water Reclamation District of Greater Chicago

2013 2012 2011 2010 2009 2008

470,855 § 486316 § 506,888 $ 409550 § 429968 § 432,412

40,737 35,605 36,849 39,352 37,477 42,527
3,051 11,123 13,156 9,119 7,632 27,112
3,361 6,239 12,715 6,818 1,359 797
2,271 1,472 1,298 285 695 606
4,765 5.822 4,859 5,181 6.642 5.450
923 — 676 2.736 — —
525,963 546,577 576,441 473,041 483,773 508,904
49,182 69,322 57,469 49,433 47,886 49,439
14,851 12,081 12,161 10,040 9,660 9,572
3,396 3,353 3,279 2,731 4,305 4,357
11,110 22.164 17,218 17,156 5,518 896
78,539 106,920 90,127 79.360 67,369 64,264
604,502 653,497 666,568 552,401 551,142 573,168
3,520 3,471 3,348 3.627 3,680 3,748
14,426 14,296 - 14,844 15,767 19,046 18,438
25,294 24,689 25,221 28.450 29,252 27,612
5,660 5,694 6,928 6,447 6,196 5,398
67,841 63,103 47,683 46,882 43,670 61,465
14,331 13,714 14,423 16,127 20,611 20,767
6,975 5,942 7,151 8.132 7,491 7,274
3.394 3.175 2,962 3.189 3,233 3.238
25,051 4.332 4.028 6.245 9,284 8.144
162,372 161,919 178,438 191.090 209,488 196,612
52,065 78,360 70.331 62,996 - 54,804 45,343
(19.567) (7,155) 10,251 24.540 25,464 §.920
3.369 25,738 25,488 9.134 17,536 9.174
88,528 75,496 84,240 104.947 131.095 93,421
173 147 95 381 430 750
12,020 12,459 12,235 11,428 9,227 9,224
116,249 111.044 101,760 95.382 72,249 65.819
381,701 596,424 609.426 634.764 662,762 585.347

22,801 % 57.073  § 57.142 % (82.363) S (111.620) § (12.179)
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Exhibit 1-3

Fund Balances: Governmental Funds

Last Ten Fiscal Years

(modified accrual basis of accounting)

General Corporate Fund
Nonspcendable:
Prepaid insurance
Inventories
Restricted
Unassigned (Deficit)
Total General Corporate Fund

All Other Governmental Funds
Nonspendable:
Prepaid insurance
Restricted
Assigned
Unassigned

Total Governmental Funds

160 STATISTICAL SECTION

(in thousands of dollars)

2017 2016 2015 2014

5 4101 8 2117 $ 2,037 $ 2,143
34,787 35,502 37,623 39,586
306,854 306,800 305,779 307,147
(53.799) (44.,428) (58,427) (61,850)
291,943 299,991 287,112 287,026

79 _ — —

381,079 451,657 378,458 219,606
147,473 145,341 127,920 112,768

(79) (13,525) (9,090) —

S 820495 $ 883464 $ 784400 $  619.400




Metropolitan Water Reclamation District of Greater Chicago

- 2012 2012 201 2010 2009 2008

2,391 h) — 3 — 3 — $ — —
40,136 39,467 38,922 38,924 38,761 38,067
344,558 . 344,186 342,398 341,381 338.602 333.650
(51,960) (19,151) (96,225) (175.521) (166,687) (142,300)
335,125 364,502 285,095 204,784 210,676 229,417
328,953 57I5,796 763,064 519,456 773.035 464,633
112,478 — — — — —
776,556 $ 940,298 § 1,048,159 § 724,240 8§ 983,711 § 694,050
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Exhibit 1-4

Changes in Fund Balances: Governmental Funds

Last Ten Fiscal Years

(modified accrual basis of accounting)

‘Revenuces
General Revenues:
Property taxes
Personal property replacement tax
Interest on investments
Land sales
Tax increment financing distributions
Claims and damage settlements
Miscellancous
Program Revenues:
Charges for services
User charges
Land rentals
Fees, forfeits and penaltics
Capital grants and contributions
Government grants
Total revenuces
' Expcndi(urés
Operations’
RBoard of Commissioners
General Admunistration

Monitoring and Rescarch

Procurement and Materials Management

Human Resources

Information Technology

Law

Finance

Engineering

Maintenance and Operations

Pension costs

Claims and judgments

Construction costs
Debt service:

Redemption of bonds

Interest on bonds

Total expenditures

Revenues over (under) expenditures
Other Finaneimng Sources (Uses)

Payment to cscrow agent

State revolving fund loun proceeds

Sale ol refunding bonds

Proceeds from sale of bonds

Premium on sale of bonds

Proceeds from capital lease

Total other financing sources (uses)

Net change m fund balance

Debt service as a pereentage ol non-capital

CXI)CI](!]I[II'L‘.\'
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(in thousands of dollars)

2017 2016 2015 2014
S 526,932 $ 583875 S 525,302 516,316
43,194 38.961 37.863 39,571
8.784 6.181 5,381 9,486
50 1,233 3,164 S8
9,100 9,228 13,069 4,92
783 209 350 630
5,878 5,540 5,869 5445
51098 18.621 16,238 50,696
17.352 20.166 18,189 16,357
5,401 1,164 4,885 5456
14.553 12817 11,165 11,162
683.127 730995 671.475 660,052
4075 4,158 3,662 3,710
15.766 15.490 14,833 14,829
29,696 28,490 27,486 26,687
5954 6.611 6.885 6325
54.225 54.606 58.441 72.879
12.728 14.213 14,697 14.582
5,922 6.707 6,018 0,802
3.530 3.597 3427 3425
26,068 26.051 25971 25278
179,181 177.695 173,534 168376
75579 77.712 62,498 75,556
6.905 4.786 5,658 44988
268,497 296.768 326.430 236,259
113,695 102.670 101,220 KOS
119,520 117.474 118,680 110115
931341 937.028 949,440 §98.929
(238.214) 1206.033) (277.965) (238,877)
— (399.432) (82.906) —
175.245 179.224 [81.537 $1.721
— 322,260 70.805 S—
104000 225,000 —
— 99045 48.529 —
175,243 305097 J42.968 81,721
S (62.964) S 99 (164 S 165.000 {157.156)
31 (_v%: 28 4%, 20 9%

31 7%



\

Metropolitan Water Reclamation District of Greater Chicago

2013 / 2012 2011 2010 2009 2008
N 454,966 S 489,168 492,751 $ 410,663 41R,077 399,917
40.737 35,605 36,849 39,352 37.477 42,527
3.051 i1,123 13,156 9,119 7.632 27,112
2.575 — 2.326 3,045 6 6
3,361 6,239 12,715 6,818 1,359 797
2,271 1472 1,298 285 695 606
4,765 5,822 4,859 5,181 6.642 5,450
49.182 69,322 57.469 49,433 47.886 49439
14,851 12.081 12.161 10,040 9,660 9,572
3.396 3,353 2,534 2,731 4,305 4,357
11,110 22.164 7.218 20,233 1.440 896
590.265 656,349 653,336 556,900 535,179 540,679
3514 3.463 3,344 3.628 3.659 3721
14,111 13,877 14,332 15411 18.555 17.958 -
25,128 24,495 25,084 28,445 28,891 27,146
5.671 5.698 6,949 6493 6,156 5.341
67.856 63,105 47,710 46.944 43.603 61.385
14.024 13.167 13.820 15,823 20,200 19,328
6,984 5,942 7.166 8,164 7.446 7,211
3.393 3.172 2,965 3,203 3.208 3.205
23,987 3,229 2,975 5.367 7,951 6,703
161,787 161,188 177,908 191,165 208,123 194916
67,523 66,191 36,635 30,099 31,744 28,937
4970 5.998 6.923 6,728 9.464 7.626
199.231 259315 337.051 496,885 397.265 191,415
85,709 71.400 64,112 60,602 73.105 112,577
111,665 118.854 98,015 104,414 67,148 60.591
795,553 819.094 844,989 1.023.371 926518 754,060
(203,288) (162.745) (191.653) (466,471) (391.339) (213,381)
— — (253) — — —
41,546 34.884 78.481 1524635 81,000 41185
— — 400,000 — GOLOOO —
— — 37.344 — — -—
— — — 4,535
41.546 54,884 515,572 207,000 6R1.000 41,185
§ (163.742) $ (107.861) 323919 S (239.471) 289,661 (172.196)
28 Ry, 29 9%, 27 4% 26 1Y 20 2% 27.3%
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Exhibit 1-5
Equalized Assessed Value, Direct Tax Rate and Estimated Actual Value of
Taxable Property

Last Ten Fiscal Years

(in thousands of dollars, except tax rates)

Equalized
Assessed
Chicago Suburbs Total Value
Fiscal Year Equalized Equalized Equalized Total Direct asa
Ended Assessed Assessed Assessed Tax Estimated Full Percentage
December 31, Value Value Value Rate (1) Taxable Value (3) of Full Valuc
2007 $ 73,645,316 $ 82327478 $ 155,972,794 0.263 $ 656,474,744 23.8%
2008 80,977,543 89,119,839 170,097,382 0.252 616,163,594 27.6
2009 84,586,808 89,880,835 174,467,643 0.261 550,135,370 317
2010 82,087,170 84,830,896 166,918,066 0.274 449,811,540 37.1
2011 75.122,914 73,925,579 149,048,493 0.320 442,787,689 337
2012 65,250,387 68,147,608 133,397,995 0.370 414,382,389 322
2013 62,363,876 - 61,055,668 123,419,544 0.417 459,860,597 26.8
2014 64,908,057 60.828,131 125,736,188 0.430 499,136,554 252
2015 70,963,289 59,341,515 130,304,804 0426 528,843,259 24.6
2016 74,016,506 66,735,695 140,752,201 0.406 (3) 528,843,259 (2) 26.6

Source: Cook County Clerk for'Equalizcd Assessed Values and Tax Rates and the Civic Federation for Estimated Full
Values '

(1) Tax rates per $100 equalized assessed valuation.
(2) Current data not available from Civie Federation.

(3) Does not include values for Railroad, Pollution Control or the part of O’Hare Airport located in DuPage County.
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Exhibit I-6 :
District Direct Property Tax Rates, Overlapping Property Tax Rates
of Major Local Governments, and Districted Tax Levies by Fund

Last Ten Fiscal Years

(rates per $100 of assessed value)

2017 (1) 2016 2015 2014 2013 2012 2011 2010 2009 2008

District direct rates

Corporate $ 0155 $ 0161 $ 0175 S 0.183 S 0182 S 0179 $ 0168 S 0.144 § 0.135 S5 0.14]
Reserve Claim 0.004 0004 0004 0.002 0.005 0005 0002 0001 0.002 0.004
Retirement 0.051 0.047 0.044 0.040 0.042 0.021 0019 0.016 0.016 0.015
Debt Scrvice 0.165 0.160 0.175 0.174 0163 0.135 . 0.114 0094 0.097 0.083
Construction 0.011 0.010 0.013 0.014 0.009 0015 0.001 0.005 0.006 —
Stormwater :
Management 0.028 0.024 0.019 0.017 0.016 0.015 0.016 0.014 0.005 0.009
Total dircct rate $ 0414 $ 0406 § 0430 $ 0430 § 0417 § 0370 § 0320 $ 0274 § 0261 § 0252

Major local go-vernmems’ tax rates (2)

Cuty of Chicago 3 — $ 1630 $ 1549 $ LI193 0§ 1209 § 1151 S 0999 $ 0914 $ 087 $ 0928
Chicago Board of

Education — 3.726 3.455 3660 3.671 3.422 2875 2.581 2.366 2.472
Chicago Park District — 0.362 0372 0401 0.402 0.395 0346 0.319 0.309 0.323
Cook County — 0.533 0552 0.568 0.560 0.531 0.462 0.423 0.394 0.415
Cook County Forest

Preserve Dist. ' — 0063 0.069 0.069 0 069 0.063 0058 0051 0.049 0.051
Community College

#508 (City Coll) — 0.169 0.177 0.193 0.198 0.190 0.165 0.151 0.150 0.156
City of Chicago . '

Library Fund — 0.122 0.123 0.134 0135 01238 O0.111 0.102 0.099 0.102

Cuty of Chicago
School Bldg/Imprvmt — 0128 0.134 0.146 0152 0146 0119 0116 0.112 0117

District’s tax levies by fund (in thousands)

Corporate’ $223.9406  $226.743  $227,196  $230.000  $224,400 $237.193  S249.828  $240,059 $237,116  $240,082
Stormwater

Manageiment 40,856 34,250 24,050 21,000 20,000 20,000 24,100 24,029 8.849 15,212
Reserve Claim 5,900 5.800 3.700 3,000 6,500 6.670 3,400 1,951 3.182 7.073
Retirement 73.438 65.161 58.004 50.531 51,621 28,490 28,163 26,478 26,751 25,664
Debt Service 238,874 225715 228728 2108319 202.290 180.74% 169.645 156.090 © 169,051 14('),614
Construction 16,271 13785 16.500 17.400 11.079 20418 LYY 8.749 10411 —
Total 1ax levies $599,285  S571.454  §360,178  $340.250  $515.890  $493.519  $476.955  $457.356  S455360  S428.645

Source: Cook County Clerk
(1) District’s tax rates are estimated based on 2016 equalized assessed valuation of $141 bilhon.

(2) Major local governments” rates for 2017 are not yet available
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Exhibit I-7

Principal Property Taxpayers

2016 and Nine Years Ago

(in thousands of dollars)

2016 (1) 2007
Percentage Percentage
of Total of Total
Equalized Equalized  Equalized Equalized
. Assessed Assessed Assessed Assessed
Taxpayer Type of Business Value (3) Rank Value Value Rank Value
Willis Tower Retail & Oftice $ 420480 ] 0.30% $ 514,662 1 0.33%
CME Center (2) Ofttice 268.501 2 0.19 364,783 3 0.23
Aon Center Insurance 252,408 3 0.18 374,456 2 0.24
Blue Cross Blue Shield Tower Office 250,676 4 0.18 — — —
One Prudential Plaza Financial Scrvices 235,469 5 0.17 293,604 5 0.19
Water Tower Place Retail & Office 226,358 6 0.16 231,069 7 0.14
300 N LaSalle Retail & Office 205,994 7 0.15 —_ — -
AT & T Corporate Center Communications 204,322 8 0.15 297,653 4 0.19
Chasc Tower Banking 203,126 9 0.14 250,261 6 0.16
Citadel Center Office 196,745 10 0.14 208,906 10 0.13
Citicorp Center Banking - — — 216,217 8 0.15
Lco Burnett Building Advertising — — — 211,813 9 0.14
$ 2464079 1.76% S 2,963,424 1.90%

Source: Cook County Treasurer’s Office and Cook County Clerk’s Office

(1) 2017 information is unavailable.

(2) Formerly referred to as Equity OfTice.

(3) The Lqualized Assessed Valuation for 2016 1s $140,752,201,171
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Exhibit I-8

Property Tax Levies and Collections

Last Ten Fiscal Years

(in thousands of dollars)

Collected within the First Year

Fiscal Ycar Taxes Levied
Endcd for the Percentage Final

December 31 Fiscal Year Amount of Levy Due Date
2008 S 428,645 §$ 400,048 93.3% 12/01/09
2009 455,360 383,612 84.2 12/13/10
2010 457,356 435,009 95.1 11/01/11
2011 476,955 460,618 96.6 08/01/12
2012 493,573 476.881 96.6 08/01/13
2013 514,659 497,452 96.7 08/01/14
2014 540,666 523,203 96.8 08/01/15
2015 555,098 541,008 97.5 08/01/16
2016 571,454 559.938 98.0 08/01/17
2017 593,135 — — 08/01/18
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Exhibit I-9
User Charge Rates

Last Ten Fiscal Years

2017 2016 2015 2014 (1) -
Large Commercial/Industrial
User Rates (2)
Flow per million gallons 3 259.61 S 255.02  §$ 25051  § 246.08
5-day BOD per 1,000 Ibs. (5) 229.13 23495 240.49 245.75
SS per 1,000 1bs. (6) 142.47 148.33 154.08 159.72

Tax-Exempt User Rates (3)

Flow per million gallons : h) 259.61 3 255.02 § 250.51 § 246.08
5-day BOD per 1,000 lbs. (5) 229.13 234.95 240.49 124575
SS per 1,000 1bs. (6) 14247 148.33 - 154.08 159.72
OMG&R Rate (4) 0.3390 0.3440 0.3910 0.4350

(1) The Large Commercial-Industrial and Tax-Excmpt Uscrs Rales are the same beginning with tax year 2014.

(2) Large Commercial-Industrial Users arc non-governmental, non-residential Users engaged in significant
commercial or industrial activities.

(3) Tax-Exempt Users are exempt from payment of property taxes.

(4) This rate represents the OM&R costs as a percentage of the District’s total tax levy and it is applied to Commercial-
Industrial Users’ real estate tax credits for determining their final User Charge.

(5) BOD = Biochemical Oxygen Demand
(6) SS = Suspended Solids
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Metropolitan Water Reclamation District of Greater Chicago

2013 2012 2011 2010 2009 2008
241.73  § 25648 § 24399 $ 26244 § 22937 § 223.72
250.76 259.22 24748 270.68 231.90 229.23
165.24 195.95 194.18 200.33 © 174.25 178.11

245.18 § 26348  $ 250.31 3 269.25 % 23596 § 230.29
254.34 266.27. 253.89 271.70 238.56 23598
167.60 201.24 199.21 205.53 179.25 . 183.35

0.4240 0.4860 0.4730 0.5570 0.5040 0.4990
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Exhibit I-10
Ratios of Total General Bonded Debt and Net Bonded Debt Outstanding (1)

Last Ten Fiscal Years

(dollars and population in thousands, except debt per capita) .

\ Net
. Total Debt as

Resources Debt Total a% of Net

Bond Capital Available as a % Debt Est Full Debt

General Anticipation Lease for Personal per Taxable Per
Fiscal  Obligation Notes and Payable Total Repayment Net Income Capita Value Capita

Year Bonds Interest ) Debt of Debt (2) Debt 3) (&) (3) (3)
2008 $1.392,699 3§ 64894 § — $1457593 § 101,053 $1,356,540 1.05% $ 277.00 022% $257.80
2009 1,979,203 86,286 — 2,065,489 106,279 1,959,210 1.46 392.01 0.36 371.84
2010 1,961,974 196.225 53,688 2,211,887 111,055 2,100,832 1.44 422,12 0.47 400.92
2011 2,466,464 108,008 51.784 2.626,256 137.217 2,489,039 187 503.50 0.56 477.19
2012 2.515,376 44,527 49.838 2,609,740 136.173 2.473.567 179 506.75 0.60 480.30
2013 2,481,973 35809 - 47,795 2.565.577 122,527 2,443,050 173 489.52 0.53 466.14
2014 2,500,785 90,460 45,653 2,636,898 140,162 2,496,736 183 495.84 0.50 469.49
2015 2,770,788 161,697 43,405 2,975.890 140,806 2,835,084 1.91 565.76 0.57 538.99
2016 2,965,282 157.390 41,047 3,163.719 163,508 3,000,211 1.86 603.88 0/60 572.67
2017 2,879.915 296,529 38,574 3,215,018 147,000 - 3,068,018 1.65 619.70 0.58 591 37

(1) Represents long-term debt for general bonded debt, and bond anticipation notes, including interest, which are eventually

(2) Represents the restricted fund balance in the Debt Service Fund.

converted to general bonded debt. Details of the District’s long-term debt can be found in the notes to the basic financial
statements.

(3) See Exhibit I-13 for personal income and population information, and Exhibit I-5 for estimated full taxable value information.

(4) The District entered into a capital lease agreement in 2010.
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Exhibit 1-11

Estimate of Direct and Overlapping Debt

As of December 31, 2017

Dircct debt
Bonds and notes payable

Capital lcasc

Overlapping bonded debt of major local governments (1)
City of Chicago
Chicago Board of Education (4)(5)
Chicago Park District (4)
City Colleges (District 508) (4)
Cook County

Cook County Forest Preserve District

Total overlapping debt (6)
Total direct and overlapping dcbt

(in thousands of dollars)

S 2.697.667

38,574
Yo Applicable
Net Debt  (2)  Applicable  (3) Amount
S 9.532,447 100.00% $ 9.532.447
8,179,138 , 100.00 8.179.138
821,000 100.00 821,000
315,560 100.00 315,560
3,361,102 97.96 3,292,536
151,010 97.96 147,929
22,288,610

$ 25.024.851

(1) Excludes outstanding tax anticipation notes and warrants. Except as stated, does not include debt issued by other taxing

authorities in Cook County.

(2) Source: Each of the respective taxing districts, current as of 12/31/2017.

(3) Based on 2016 Equalized Assessed Valuations, which are the most recent available

(4) Includes approximately $355 million, $237 million, $7.29 billion and $288 million of general obligation bonds of the City of
Chicago, City Colleges (District 508), Chicago Board of Education and the Chicago Park District, respectively. issued as
“alternate revenue” bonds secured by alternate revenue sources.

(5) Includes approximately $98 million of Public Building Commission Bonds debt.

(6) Docs not include debt issued by other taxing authorities located in Cook County.
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Exhibit I-12

Computation of Statutory Debt Margin

Last Ten Fiscal Years

Equalized asscssed valuation

Statutory debt limit (5.75% of equalized
assessed valuation)

Total debt applicable to debt limit:
General obligation bonds outstanding
Less: alternate bonds (2)

Adjusted general obligation bonds
outstanding

Bond anticipation notes outstanding
Capital lease outstanding
Liabilities of tax financed funds:

Corporate

Stormwater

Debt service

Reserve claim

Construction

Total applicable debt

Less applicable assets:

Debt service funds unrestricted cash and
investments

Interest payable in the next twelve months
Total applicable assets
Total net debt applicable to debt limit
Statutory debt margin

Total applicable net debt as a percentage
of statutory debt limit

(in thousands of dollars)

2017 (1) 2016 2015 2014
$140,752,201  $140,752,201  $130.304.304  $125,736.188
8,093,251 7,492,526 7.492,526 7,229,831
2,697,667 2,769,608 2,655,365 2,422,620
(98,145) (99,080) (50,000) —
2,599,522 2,670,528 2,605,365 2,422,620
296,529 157,390 161,697 90,460
38,574 41,047 43,405 45,653
21,650 27,952 23,647 37,136
1,715 2,062 6,973 5,689
273.999 174 205 681
3,171 3,368 4,812 6,648
2,961,435 2,902,521 2,846,104 2,608,887
115,673 115,673 108,671 108.392
(117,604) (117,604) (115.735) (106,175)
(1,931) (1,931) 7 (7,064) 2,217
2,963,366 2,904,452 2,853,168 2,606,670
$ 5129885 $§ 4588074 S 4639358 $ 4,623,161

36.6% 38.8% 38.1% 36.1%

(1) Debt limit calculation based on 2016 equalized assessed valuation since 2017 value is not yet available.

(2) Alternate bonds do not count against the debt limit.
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Metropolitun Water Reclamation District of Greater Chicago

STATISTICAL SECTION 173

2013 2012 2011 2010 2009 2008
$123,419,544  $133,397,995  $149,048.493  $166,918,066  $174,467,643  $170,097,382
7,096,624 7,670,385 8,570,288 9,597,789 10.031,889 9,780,599
2,481,973 2,515,375 2,466,464 1,961,974 1,979,203 1,392,699
2,481,973 2,515,375 2,466,464 1,961,974 1,979,203 1,392,699
35,809 44,527 108,008 196,225 86,286 64,894
47,795 49,837 51.784 53,688 — —
30,150 30,076 35,347 45381 45.260 42,374
3.515 2,496 1,956 2,496 1,101 1,470
380 1,110 1381 410 327 1,036
2,816 4,062 1,542 1,732 4,236 2.855
2,602,438 2,647,483 2,666,482 2,261,906 2,116,413 1,505,328
98,006 105.285 114,344 88.710 88,849 89,397
(107,868) (109,300) (116,410) (92,619) (59,873) (73.103)
(9,862) (4,015) (2,066) (3,909) 28,976 16,294
2,612,300 2,651,498 2,668,548 2,265,815 2,087,437 1,489,034
S 4484324 $ 5018887 S 5901740 § 7331974 S 7944452 $ 8291565

36.8% 34.6% 31.1% 23.6% 20.8% 15.2%



Exhibit I-13
Demographic and Economic Statistics

Last Tep Fiscal Years

(population and dollars in thousands)

Per Capita Median
' Personal Personal Household  Unemployment
Year Population Income Income Income Rate
| 2017 5,188 $ 186,434,150 $ 35936 % 63,794 4.8%
2016 5,239 170,081,127 3-2,464 58,708 58
2015 5,260 155,734,043 29,607 54,461 5.8
2014 5,318 144,394,219 27,152 53,653 7.0
2013 5,241 148,35’2,487 28,304 51,391 9.1
2012 5,150 - 145,456,281 28,246 53,852 8.8
2011 5,216 : 140,483,393 26,933 54,036 9.8
2010 5,240 153,959,010 29,381 59,201 10.4
2009 5,269 141,675,329 26,888 53,709 10.1
2008 5,262 139,190,968 26,452 52,664 6.2

" Source: Population, Personal Income and Median Household Income is for Cook County, [llinois.
Population, Median Household Income and Personal Income information is provided by
The Nielsen Claritas Data Services, and unemployment information is provided by the U.S.
Department of Labor, Burcau of Labor Statistics. The District service area represents 98%
of the assessed valuation of Cook County.
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Exhibit I-14
Principal Employers

2017 and Nine Years Ago

2017 2008
Percentage
of Total Percentage

Employment of 'Total
Employer Employces  Rank (5) Employees Rank  Employment
U.S. Government (1) 41,500 | 0.80% 78,000 1 1.48%
Chicago Public Schools (2) 35,447 2 0.68 43,910 2 0.83
City of Chicago 31,160 3 0.60 35,570 3 0.08
Cook County (3) 21.316 4 0.41 22,142 5 0.42
Advocate Health Care 19,049 5 0.37 15.660 7 0.30
Northwestern Memonal Healthcare (4) 16,667 6 0.32 — — —
University of Chicago (2) 16,583 7 0.32 14,287 8 0.27 l
J.P. Morgan Chase & Co. 15,701 8 0.30 — — —
State of [linois (2) 14,690 9 0.28 18,124 6 0.34
Amazon.Com Inc. (5) 13,240 10 0.26 —_— —
Wal-Mart Stores Inc. — — — 23,453 4 0.45
Walgreen Company — — — 14,254 9 0.27
AT&T Inc. — — — 14,000 10 0.27
UAL Corp — — — 14,000 10 0.27
Total 225,353 4.34% 293,400 5.58%

(1) Fiscal ycar ends in September
(2) Fiscal ycar ends in June

(3) Fiscal ycar ends in November
(4) Fiscal year ends in August

(5) Includes Whole Foods employees

Source: Reprinted with permission, Crain’s Chicago Business [January 15, 2018]. © Crain Communications, Inc.
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Exhibit 1-15
Budgeted Positions by Fund/Department

Last Ten Fiscal Years

Budgeted Positions

Fund/Department 2017 2016 2015 2014 2013 2012 2013 2010 2009 2008

General Corporate Fund

Board of Commussioners . 38 38 37 37 37 37 40 45 45 45
General Administration 123 122 119 112 109 114 125 124 146 138
Monitoring and Research 309 308 297 288 286 280 303 308 308 309
Procurement and Materials
Management 63 63 63 62 62 62 69 70 70 70
Human Resources 141 73 74 72 58 57 59 60 54 54
Information Technology 75 76 70 70 70 69 71 71 72 72
Law 38 38 37 36 38 37 38 40 40 40
Finance 28 28 29 29 29 29 31 31 31 33
Engincering (Corporate Fund) (1) 246 244 242 241 242 29 32 34 34 34
Maintenance & Operations 922 927 955 951 947 943 1,029 1.047 1,046 1,045
Total General Corporate Fund 1,983 1,917 1,923 1,898 " 1,878 1.657 1,797 1.830 1,846 1,840
Engineering (Construction Fund) (2) 0 0 0 0 0 21 28 45 45 45
Engineering (Stormwater
Management) 59 59 59 63 49 48 44 50 49 47
Engineering (Capital Improvements )
Bond Fund) (2) 0 0 0 0 0 196 202 191 191 177
Grand Total 2,042 1,976 1982 1961 1927 1,922 2071 2116 2,131 2109

(1) Increase due to the transfer of positions from the Capital Improvements Bond and Construction Funds to the Corporate Fund

(2) Decerease due to the transfer of positions from the Capital Improvements Bond and Construction Funds to the Corporate Fund
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Exhibit 1-16
Operating Indicators

Last Ten Fiscal Years

Commercial Number of

Number and Local Sewer Galions of Daily
of Industrial Connections Pumping Gallons of Sewage
Area People Population to Station Sewage © Treatment
Served  Communities Served Equivalent Intercepting Maximum Processed Capacity
) Served (2) 3) Served Scwers Capacity (4) per Day (4) 4)

2017 882 129 5,188,486 4,500,000 10.000 4,000..0()0 1,251,000 2,000,000
2016 883 129 5,239,253 4,500,000 10,000 4,000.000 1,300,000 2,000,000
2015 883 129 5,260,069 4,500,000 10,000 4,000,000 1,244,200 2,000,000
2014 883 129 5.318,365 4,500,000 10,000 4,000,000 1,288,600 2,000,000
2013 884 126 5,241,489 4,500,000 10,000 4,000,000 1.218.200 2,000,000
2012 884 126 5,149,578 4,500,000 10,000 4,000,000 1,070,200 2,000,000
2011 884 126 5,215,968 4,500,000 10,000 4.000,000 1,342,800 2,000,000
2010 884 126 5,239,879 4,500,000 10,000 4,000,000 1,245,200 2,000,000
, 2009 884 126 5,269.000 4,500,000 10.000 4.000,000 1,366,700 2,000,000
2008 884 126 5,262,000 4,500,000 10,000 4,000,000 1,284,600 2,000,000

(1) In square miles
(2) Including the City of Chicago
(3) Niclsen -- Claritas Data Service

(4) In thousands of gallons
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Exhibit 1-17
Capital Asset Statistics

Last Ten Fiscal Years

2017 2016 20158 2014 2013 2012 2011 2010 2009 2008

Miles of intercepting sewers

and force mains operated 560 560 560 560 560 559 559 559 559 559
Miles of waterway water )

levels controlled 76 76 76 76 76 76 76 76 76 76
Acres of strip-mined land

utilized for solids .

processing 13,796+ 13,796:. 13,796+ 13,796+ 13,796+ 13,796+ 13,796+ 13.790+ 13,796+ 13,796+
Number of water i

reclamation plants 7 7 7 7 7 7 7 7 7 7
Number of pumping stations 23 23 23 23 23 23 23 23 23 23
Miles of TARP tunnels

constructed for pollution

and flood control 109.4 109.4 109.4 109 4 109.4 109.4 109 4 109.4 109.4 109.4
Number of TARP reservoirs

constructed 2 2 2 1 1 | 1 1 1 1
Number of TARP reservoirs

under ¢onstruction 1 1 1 2 2 2 2 2 2 2
Number of flood control

reservoirs 34 34 34 33 31 31 31 3 31 31
Instream acration stations 2 2 2 2 2 2 2 2 2 2
Sidestream elevated pool

acration stations 5 5 5 5 5 5 ) 5 S 5

Source: District’s Engincering Department
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Former Cubs pitcher Jason Hammel, Cook County Sheriff Tom Dart, MWRD President Mariyana
Spyropoulos and Ford Heights baseball players, coaches and residents unveil the new Excell Walker
Field. The MWRD colluborated with Cook County Sheriff’s office, the Ford Heights Park District, the
Baseball Tomorrow Fund, Cubs Charities, James McHugh Construction, the U.S. Army Corps of
Enginecrs and other pavtners to deliver the state-of-the-art baseball field. The MWRD provided 110 tons
of Class A exceptional quality (EQ) biosolids compost to help build up the turf playing surfaces. Biosolids
compost supplies organic matter and improves soil structure and porosity to allow plants to more effectively
utilize nutrients.




RSMUSLLP

Report on Internal Control Over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements Performed in
Accordance With Government Auditing Standards

To the Honorable President and Members of the Board of Commissioners
Metropolitan Water Reclamation District of Greater Chicago

We have audited, 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, the financial statements of the governmental
activities, each major fund and the aggregate remaining fund information of Metropolitan Water
Reclamation District of Greater Chicago (the District), as of and for the year ended December 31, 2017,
and the related notes to the financial statements, and the respective changes in financial position thereof
and the respective budgetary comparisons for the General Corporate Fund and the Retirement Fund for
the year then ended, which collectively comprise the District's basic financial statements, and have issued
our report thereon dated May 11, 2018. Our report includes a reference to other auditors who audited the
financial statements of the District's Pension Trust Fund as described in our report on the District's
financial statements. This report does not include the results of the other auditors’ testing of internal
control over financial reporting or compliance and other matters that are reported separately by those
auditors.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District's internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the District's internal control. Accordingly, we do
not express an opinion on the effectiveness of the District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity's financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to mernt attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

THE POWER OF BEING UNDERSTOOD

SUD T AR CONGULTING
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District's financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that-are required to be
reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

PSk Us LLP

Chicago, lllinois
May 11, 2018
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INDEPENDENT AUDITORS’ REPORT

The Honorable Prcsidcnt and
Members of the Board of Commissioners
Metropolitan Water Reclamation District of Greater Chicago

Report on the Schedule of Expenditures of Federal Awards

~ We have audited the accompanying Schedule of Expenditures of Federal Awards (the “Schedule™)
of the Metropolitan Water Reclamation District ot Greater Chicago (the “District™), for the year
cnded December 31, 2017 and the related notes to the Schedule.

Management’s Responsibility for the Schedule of Expenditures of Federal Awards
Management is responsible for the preparation and fair presentation of this financial statement in
accordance with accounting principles gencrally 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 the financial statement that is free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to cxpress an opinion on this financial statement based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
ol America and the standards applicable to financial audits contained in Government Auditing
Standards, 1ssued by the Comptroller General of the United States; and the audit requirements of
Title 2 U.S. Code of Federal Regulation Part 200, Uniform Addministrative Requirements. Cost
Principles, and Audit Requirements for Federal Avwards (Uniform Guidance). Those standards and
the Uniform Guidance require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statement is frec from material misstatement.

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

We belicve that the audit evidence we have obtained 1s sufficient and appropriate to provide a basis
for our audit opinion.
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Opinion

In our opinion, the financial statement referred to above presents fairly, in all material respects,
the expenditures of federal awards of the District for the year ended December 31, 2017, in
accordance with accounting principles generally accepted in the United States of America.

Report on Other Legal and Regulatory Requirements

In accordance with Title 2 U.S. Code of Federal Regulation Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance),
we have also issued a report dated May 11, 2018 on our consideration of the District’s compliance
with requirements that could have a direct and material effect on the major program and on internal
control over compliance in accordance with the Uniform Guidance, That report is an integral part
of an audit performed in accordance with the Uniform Guidance and should be read in conjunction
with this report. :

Dado  Reidsica.

Chicago, Illinois
May 11, 2018
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY
THE UNIFORM GUIDANCE

The Honorable President and
Members of the Board of Commissioners
Metropolitan Water Reclamation District of Greater Chicago

Report on Compliance for the Major Federal Program

We have audited the Metropolitan Water Reclamation District of Greater Chicago’s (the
“District™) compliance with the types of compliance requirements described in the OMB
Compliance Supplement that could have a direct and material effect on the District’s major federal
program for the year ended December 31,2017, The District’s major federal program is identified
in the summary of auditor’s results section of the accompanying schedule of findings and
questioned costs.

Management’s Responsibility
Management is responsible for compliance with the federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for the District’s major federal program
based on our audit of the types of compliance requirements referred to above. We conducted our
audit of compliance in accordance with auditing standards gencrally accepted in the United States
of America; the standards applicable to financial audits contained in Govermment Auditing
Standards, issucd by the Comptroller General of the United States; and the audit requirements of
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Costs-
Principles, and Audit Requirements for Federal Avwards (Uniform Guidancce). Those standards and
the Uniform Guidance require that we plan and perform the audit to obtain reasonable assurance
about whether noncompliance with the types of comphance requirements referred to above that
could have a direct and material effect on a major federal program occurred. An audit includes
examiing, on a test basis, evidence about the District’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opimion on compliance for the major

federal program. However, our audit does not provide a legal determination of the District’s
compliance.
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Opinion on the Major Federal Program

In our opinion, the District complied, in all material respects, with the types of compliance
requirements referred to above that could hdve a dircct and material effect on its major federal
program for the year ended December 31, 2017.

Report on Internal Control over Compliance

Management of the District is responsible for establishing and maintaining cffective internal

control over compliance with the types of compliance requirements referred to above. In planning

and performing our audit of compliance, we considered the District’s internal control over .
compliance with the types of requirements that could have a direct and material effect on the major

federal program to determine the auditing procedures that are appropriate in the circumstances for

the purpose of cxpressing an opinion on compliance for the major federal program and to test and

report on internal control over compliance in accordance with the Uniform Guidance, but not for

the purpose of expressing an opinion on the effectiveness of internal control over compliance.

Accordingly, we do not express an opinion on the effectiveness of the District’s internal control

over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance witha type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencics, in internal control over compliance,
such that there is a reasonable possibility that material noncompliance with a type of compliance
requirement ot a federal program will not'be prevented, or detected and corrected. on a timely
basis. A significant deficiency in internal control over compliance is a deficiency, or a combination
ol deficiencies, in internal control over compliance with a type of compliance requirement of a
federal program that is less severe than a material weakness in internal control over compliance,
yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identity all deficiencies in internal control
over compliance that might be material weaknesses or significant deticiencies. We did not identity
any deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

The purposc of this report on internal control over compliance is solely to describe the scope of

our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Pito o Redbce

Chicago, lllinots
May 11, 2018
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Schedule of Expenditures of Federal Awards

Year ended December 31, 2017

Pass-Through

Federal Entity Total
Federal Grantor/Pass-Through Grantor/ CFDA ldentifying Award Pass-"Through Federal
Program or Cluster Title Number Number Date to Subrecipients  Expenditures

U.S. Environmental Protection Agency
Passed through Illinots Environmental Protection Agency
Capitalization Grants for Clean Water State Revolving Funds

Project Descriptions

Westside Primary Settling Tanks 1-9 66.458 L174555 December 2016 — 3 5362400
and Acrated Grit Facility, SWRP

Des Plaines River Intercepting 66.458 L174621 May 2014 — 543,900
Sewer Rehabilitation, SSA

Calumet TARP Pumping Station 66.458 L174923 May 2013 — 386,400
[mprovements, Calumet WRP

A/B and C/D Service Tunnel 66.458 L175152 March 2016 — 752,200
Rehabilitation - Phase Two, SWRP

D799 Switchgear Replacement, 66.458 L175223 December 2015 — 481,600
SWRP .
Calumet Intercepting Sewer 19F 66.458 L175263 May 2016 — 1.732.700

Rehamlitution. CSA

McCook Reservoir 66.458 L175342 July 2016 — 3.258.900
Des Plaines Intlow Tunnel, SSA

Converston of Old GCTs to 66.458 175366 ~ May 2016 = 529.500
WASSTRIP Process, SWRP

Safety Railing Around Tanks, 66.458 L175368 August 2016 — 173.400
SWRP

Safety Ruling Around Tanks, 66.458 L175371 October 2016 — 234,000
CWRP

Safety Railing Around Tanks. 66 458 L175372 October 2016 — 89.400
OWRYP

McCouk Reservorr Expanded Stage 2 66 45R 1.175460 May 2017 — &95.200
Slope Stabthzation & Retaming Walls,

SWRP

Total U S Environmental Protection Agency
Fundmg of Capitahization Grants for Clean
Water State Revolving Funds S 14,439,600

Total Federal Expenditures S 14,439,600

See Accompanying Notes to Schedule of Expenditures of Federal Awards
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Notes to Schedule of Expenditures of Federal Awards

Year ended December 31, 2017

Note 1 — Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards (the “Schedule™) includes the federal award activity
of the Metropolitan Water Reclamation District of Greater Chicago (the “District™) under programs of the (ederal
government for the year ended December 31,2017, The information in this Schedule is presented in accordance with
the requirements of Title 2 U.S. Code of Federal Regulation Part 200, Uniform Administrative Requirements. Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only a
sclected portion of the operations of the District, it is not intended to and does not present the financial position and
the respective change in financial position of the District.

Note 2 — Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are recognized
following the cost principles contained in the Uniform Guidance, wherein certain types of expenditures are not allowable
or are limited as to reimbursement.

Note 3 — Indirect Cost Rate

The District has not elected to use the 10% de minimis indirect cost rate allowed under the Uniform Guidance.

Note 4 — Program Description

CFDA # 66.458 — Capitalization Grants for Clean Water State Revolving Funds

The Capitalization Grants for Clean Water State Revolving Funds create State Revolving Funds (SRFs) through a
program of capitalization grants to states, which will provide a long-term source of state financing for construction of
wastewater treatment facilities and implementation of other water quality management activitics. ‘The capitalization
grant is deposited in the SRF, which is used to provide loans and other types of tinancial assistance, but no grants, to
local communities and inter-munictpal and interstate agencies. The States must agree to enter into binding commitments
with recipients to provide financial assistance from the SRF in an amount equal to 16.67% of the total SRF loan. with
the federal share being 83.33%. Those loans awarded under the American Recovery and Reinvestment Act of 2000
(ARRA) are funded 50% from ARRA funds and 50% from SRFs. There were no loans awarded under ARRA for the
year ended December 31, 2017.

Note 5 — Project Descriptions

Descriptions of projects, funded wholly or partially by federal sources, for which the District received funds during
the year ended December 31, 2017:

State Revolving Fund Loans

Loan #L 174555 was awarded to the District on December 6, 2016, under Public Law 95-217 (Federal Water Pollution
Control Act). The loan provides for the Westside Primary Settling Tanks 1-9 and Aerated Grit Facihty, SWRP. Project
04-128-3P. The maximum SRF loan amount is $150,545,633. The maximum pass through federal funding 1s
$125,449.676. Atotal 0f$5,362,400 in federal funds was disbursed by the IEPA during tiscal year 2017. As of December
31,2017, $122.467,139 was outstanding. The outstanding SRF loan amount is presented as a bond anticipation note
in the Distriet’s financial statements.

i
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Notes to Schedule of Expenditures of Federal Awards

Year ended December 31, 2017

Note 5 — Project Descriptions — Continued

Loan #1.174621 was awarded to the District on May 8, 2014, under Public Law 95-217 (Federal Water Pollution
Contro] Act). The loan provides for Des Plaines River Intercepting Scwer Rehabilitation, SSA, Project 06-158-3S.
The maximum SRF loan amount is $13,628,725. The maximum pass through federal funding is $11,356,817. A total
of $543,900 in federal funds was disbursed by the IEPA during fiscal year 2017. As of December 31,2017, $544,673
was outstanding. The outstanding SRF loan amount is presented as a bond anticipation note in the District’s financial
statements.

Loan #L174923 was awarded to the District on May 2, 2013, under Public Law 95-217 (Federal Water Pollution
Control Act). The loan provides for Calumet TARP Pump Station Improvements, Project 06-212-3M. The maximum
SRF loan amount is $32,893,059. The maximum pass through federal funding is $27.409,786. A total of $386,400 in
federal funds was disbursed by the IEPA during fiscal year 2017. As of December 31, 2017, $31,171,133 was
outstanding. The outstanding SRF loan amount is presented as a bond anticipation note in the District’s financial
statements.

Loan #L175152 was awarded to the District on March 25, 2016, under Public Law 95-217 (Federal Water Pollution
Control Act). The loan provides for A/B and C/D Service Tunnel Rehabilitation - Phase Two, SWRP, Project 04-132-3D.
The maximum SRF loan amount is $21,111,910. The maximum pass through federal funding is $17,592,555. A total
of $752,200 in federal funds was disbursed by the IEPA during fiscal year 2017. As of December 31,2017, $12,762,686
was outstanding. The outstanding SRT loan amount is presented as a bond anticipation note in the District’s financial
statements.

Loan #L175223 was awarded to the District on December 15, 2015, under Public Law 95-217 (Federal Water Pollution
Control Act). The loan provides for D799 Switchgear Replacement, SWRP, Project 09-182-3E. The maximum SRF
loan amount is $9,800,000. The maximum pass through federal funding is $8,166,340. A total of $481,600 in fedcral
funds was disbursed by the IEPA during fiscal year 2017. As of December 31, 2017, $4,117,506 was outstanding. The
outstanding SRF loan amount is presented as a bond anticipation note in the District’s financial statcments. '

Loan #L.175263 was awarded to the District on May 27, 2016, under Public Law 95-217 (Federal Water Pollution
Control Act). The loan provides for Calumet Intercepting Sewer 19F Rchabilitation, CSA, Project 11-239-3S. The
maximum SRF loan amount is $12,746,856. The maximum pass through federal funding is $10.621,955. A total of
31,732,700 in tederal [unds was disbursed by the IEPA during fiscal year 2017, As of December 31,2017, 510,170,251
was outstanding. The outstanding SRF loan amount is presented as a bond anticipation note in the District’s financial
statements.

Loan #L175342 was awarded to the District on July 26, 2016, under Public Law 95-217 (Federal Water Pollution
Control Act). The loan provides for McCook Reservoir Des Plaines Inflow Tunnel, SSA, Project 13-106-4F. The
maximum SRF loan amount is $§80.000,000. The maximum pass through federal funding is $66,604.000. A total of
$3,258,900 in tederal tunds was disbursed by the IEPA during tiscal year 2017, As of December 31,2017, $58,455,509
was outstanding. The outstanding SRF loan amount is presented as a bond anticipation note in the District’s financial
statements

Loan #L175366 was awarded to the District on May 27, 2016, under Public Law 95-217 (Federal Water Pollution
Control Act). The loan provides for Conversion of Old GCTs to WASSTRIP Process, SWRP, Project 15-120-3P. The
maximum SRF loan amount is $5,374.018. The maximum pass through federal funding 1s $4.478.169. A total ol
$529.500 m federal tunds was disbursed by the IEPA during fiscal year 2017, As of December 31, 2017, 84,376,621
was outstanding. The outstanding SRE loan amount 15 presented as a bond anticipation note m the District’s financial
statements.
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Notes to Schedule of Expenditures of Federal Awards

Year ended December 31, 2017 .
!

Note 5 — Project Descriptions — Continued

.Loan #L175368 was awarded to the District on August 4, 2016, under Public Law 95-217 (Federal Water Pollution
Control Act). The loan provides for Safety Railing Around Tanks, SWRP, Project 15-123-3D. The maximum SRF
loan amount is $5,386,512. The maximum pass through federal funding is $4,488,580. A total of $173.400 in federal
funds was disbursed by the IEPA during tiscal ycar 2017. As of December 31, 2017, $5.123,953 was outstanding. The
outstanding SRF loan amount is presented as a bond anticipation note in the District’s financial statements.

Loan #L175371 was awarded to the District on October 31, 2016, under Public Law 95-217 (Federal Water Pollution
Control Act). The loan provides for Safety Railing Around Tanks, CWRP, Project 15-265-3D. The maximum SRF
loan amount is $1,497,033. The maximum pass through federal funding is $1,247,478. A total of $234,000 in federal
funds was disbursed by the IEPA during fiscal ycar 2017. As of December 31,2017, $1,309,512 was outstanding. The
outstanding SRF loan amount is presented as a bond anticipation note in the District’s financial statements.

Loan #1.175372 was awarded to the District on October 27, 2016, under Public Law 95-217 (Federal Water Pollution
Control Act). The loan provides for Safcty Railing Around Tanks, OWRP, Project 15-072-3D. The maximum SRF
loan amount is $1,442,000. The maximum pass through federal funding is $1,201,619. A total of $89,400 in federal
funds was disbursed by the IEPA during fiscal year 2017. As of December 31,2017, $1,429.788 was outstanding. The
outstanding SRF loan amount is presented as a bond anticipation note in the District’s financial statements.

Loan #L175460 was awarded to the District on May 12, 2017, under Public Law 95-217 (Federal Water Pollution
Control Act). The loan provides for McCook Rescrvoir Expanded Stage 2 Slope Stabilization and Retaining Walls,
SWRP, Project 16-125-4F. The maximum SRF loan amount is $7,546,837. The maximum pass through tfederal funding
15 $6,288,780. Atotal of$895,200 in federal funds was disbursed by the 1EPA during fiscal ycar 2017.. As of December
31,2017, $4.483.130 was outstanding. The outstanding SRF loan amount is presented as a bond anticipation note in
the District’s financial statements.
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Schedule of Findings and Questioned Costs

Year ended December 31, 2017

SECTION I - SUMMARY OF AUDITORS’ RESULTS

Financial Statements

Type of report the auditor issued on whether the financial statements
audited were prepared in accordance with GAAP: Unmodified

Internal control over financial reporting:

Material weakness(es) identified? Yes X No
Significant deficiency(ies) identified? . Yes X __None reported
Noncompliance material to financial statements noted? Yes X No
Federal Awards
Internal control over major programs:
Matcrial weakness(es) identified? . Yes X No
Significant deficiency(ies) identified? " Yes X None reported
Type of audilors’ report issued on compliance for major federal programs: | Unmodified
Any audit findings disclosed that are required to be reported in accordance with 2 CFR 200.516(a)?
Yes X No
Identification of major federal programs:
U.S. Environmental Protection Agency
CFDA Number Name of Federal Program or Cluster
66.458 Capitalization Grants for Clean Water State Revolving Funds
Dollar threshold uscd to distinguish between Type A and Type B programs: $750,000
Auditee qualified as low-risk auditee? X Yes No

SECTION H - FINANCIAL STATEMENT FINDINGS - Required to be Reported in Accordance with
Governmental Auditing Standards -

—

None.

SECTION 111 - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None.

SECTION 1V — SUMMARY OF PRIOR YEAR AUDIT FINDINGS

None.
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In memory of

TIMOTHY BRADFORD

Commissioner

Metropolitan Water Reclamation District of Greater Chicago
2014 - 2017
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