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Village of
Finance Department
100 Parkers Mill « Oswego, IL. 60543
(630) 554-3618 * Fax: (630) 554-3306
Website: http://www.oswegoil.org

October 17, 2017

Residents of the Village of Oswego
Village President Johnson and Board of Trustees

The Comprehensive Annual Financial Report of the Village of Oswego, Illinois, for the fiscal year
ended April 30, 2017 is hereby presented in compliance with State Statutes. State Statutes require
local governments publish within six months of the close of each fiscal year a complete set of financial
statements presented in conformity with generally accepted accounting principles (GAAP). These
financial statements must also be audited in accordance with accepted auditing standards by a firm of
licensed certified public accountants.

The financial statements consist of management’s representations regarding the finances of the Village
of Oswego. Consequently, management assumes full responsibility for the completeness and
reliability of all the information presented in this document. Management has established an internal
control framework designed to protect the government’s assets from loss, theft, misuse and to compile
sufficient reliable information for preparing the Village’s financial statements in conformity with
GAAP. The cost of implementing internal controls should not outweigh their benefits and so the
control framework has been designed to provide reasonable assurance rather than absolute assurance
that the financial statements will be free from material misstatement. Management believes the data
presented in this financial report is complete and reliable in all material respects.

The Village of Oswego retained the services of an independent accounting firm, Sikich LLP,
Naperville, 1llinois, to conduct the April 30, 2017 audit. The independent audit involved examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements; assessing
the accounting principles used and significant estimates made by management; and evaluating the
overall financial statement presentation. The independent auditor concluded, based upon the audit,
that there was a reasonable basis for rendering an unmodified opinion that the Village of Oswego
financial statements for the fiscal year ended April 30, 2017 are fairly presented in conformity with
GAAP. The independent auditor’s report is presented as the first component of the financial section
of this report.

GAAP requires that management provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management’s Discussion and Analysis
(MD&A). This letter of transmittal is designed to complement MD&A and should be read in
conjunction with it. The Village of Oswego MD&A can be found immediately following the
independent auditor’s report.
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GOVERNMENT PROFILE

Oswego was first settled in 1833 and formally incorporated in 1852. It is a home rule community as
defined by the Illinois Constitution and as such is empowered to levy a property tax, at the rate it
deems appropriate on all property located within its boundaries. The Village of Oswego is located in
the northeastern section of the State of Illinois, approximately 50 miles southwest of Chicago in the
northeast corner of Kendall County and northwest corner of Will County. The special census
completed in 2016, increased the Village population to 33,078. The Village operates under the
Trustee/Administrator form of government, as defined in Illinois state statutes. A Village President
and six trustees are elected at large to overlapping 4 year terms. The Board appointed full-time Village
Administrator acts as the Chief Operating Officer of the Village, managing the day-to-day activities
of the Village.

The Village of Oswego has 117.05 full time equivalent employees providing an array of services for
the residents including; police protection, maintaining the water distribution system, sanitary sewer
line administration, storm water collection, public works operations, road & bridge maintenance,
community development, economic development, building and zoning services, general
administrative services, and tourism.

Generally accepted accounting principles (GAAP) require that the financial reporting entity include
the primary government, organizations for which the primary government is financially responsible
and other organizations for which the nature and significance of their relationship with the primary
government are such that the exclusion would cause the financial reporting entity’s financial
statements to be misleading and incomplete. The criteria used to evaluate the responsibility for
oversight at the Village’s level includes financial independence, election of a governing authority,
designation of management, ability to significantly influence operations and accountability for fiscal
matters. The Village has included the Police Pension Fund as part of the Village. The Village is not
considered to be a component unit of any other governmental unit.

The annual budget serves as the spending authority for the Village. Budgetary control is maintained
at the fund level for all budgeted funds. An annual budget is prepared for the General Fund, the Motor
Fuel Tax Fund, the Tax Increment Financing Fund (TIF) the Capital Projects Fund, the Water and
Sewer Fund, the Water and Sewer Capital Fund, the Garbage Fund, the Debt Service Fund, and the
Police Pension Fund. The budget process begins in the fall when Department heads are given
instructions for preparing line item budgets for their respective departments and submitting them to
the Budget Officer/Finance Director. All the department submissions are compiled creating the draft
budget which is presented to the Board. A public hearing is required to be held on the budget before
formal adoption by the Board. The annual budget must be adopted before the beginning of the
Village’s fiscal year, which is May 1%,

ECONOMIC CONDITION AND OUTLOOK

Local Economy

The building of new residential homes and commercial buildings was less than in previous years. The
Village reduced the building fees charged to developers to encourage development during the fiscal
year. During the last two months of the fiscal year, interest from developers returned and a couple of




unfinished subdivisions will now be seeing new home construction in Fiscal Year 2018. An 88 unit
memory and assisted living housing campus was approved in April and Longhorn Steakhouse is on
track to open in August 2017. The Village also entered into a purchase and sale agreement in March,
2017 which would develop a long vacant property into a $55 million mixed use residential and
commercial development in the downtown. This is expected to be the catalyst for further
redevelopment in the downtown area.

New business openings in the past year included; Oswego Segway, Five Guys Restaurant, Sages Meat
Market, Tide Dry Cleaners. The O’Reilly Auto Parts Store and Burlington Coat Factory Store are
both underway in opening businesses in Oswego within the next few months. Interest in housing and
new commercial development is gaining traction in the Village signaling a strengthening local
economy for the year ahead.

Long-Term Financial Planning

The Village annually prepares a detailed multi-year Capital Improvement Program. This plan was
created to list pending improvement projects and to engage in long term planning discussions to allow
the Village to appropriately schedule and secure the funding needed to ensure the local infrastructure
is maintained at acceptable levels for the residents. The CIP, as well as the Five Year Financial
Forecast document estimating annual revenues and annual expenditures for long term planning are
updated annually. Trends in revenue sources and expenditures are identified and reviewed so quality
assumptions may be made for the future fiscal health of the Village. In fiscal year 2017, the Village
Board completed a 4 year strategic plan outlining the Vision, Mission, and Values of the Village of
Oswego. This plan contains five strategic priorities, key outcome indicators, targets, and initiatives.
All of this information will be utilized in creating a roadmap for Village operations, future capital
improvement projects and creating a financing plan for the Village’s future.

Relevant Financial Policies
The Village Board has in place numerous key written financial policies including the following:

Capitalization Policy: The policy defines criteria to determine when capital assets shall be capitalized
including cost, useful life, and purpose of an asset.

Debt Policy: The policy is to limit the amount of outstanding general obligation debt of the Village
to a maximum of 5% of the equalized assessed valuation of the Village. The Village will also strive
to maintain a level annual debt service repayment schedule.

General Fund Fund Balance Policy: The policy is currently 35% of the estimated subsequent year’s
annual operating expenditures, excluding capital improvements. The Village also strives to maintain
a minimum cash reserve balance equal to 25% of the estimated subsequent year’s annual operating
expenditures.

Investment Policy: The policy provides direction related to the investment activities of the Village,

including criteria which include scope, prudence, objectives, authorized financial institutions,
authorized investments, collateralization, safekeeping, custody, and diversification.
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Pension Funding Policy: The policy provides direction relative to the employer funding of the annual
required contribution (ARC); which is also known as the actuarially determined contribution (ADC)
under GASB 68 for the Village’s Police Pension.

Purchasing Policy: The policy provides direction related to purchasing activity of the Village
including criteria which include procedure, bidding requirements, spending limits, etc.

Water & Sewer Fund Net Unrestricted Assets Policy: The policy is currently 30% of the estimated
subsequent year’s annual operating expenditures.

Major Initiatives

Major projects completed in fiscal year 2017 included completion of a new village-wide strategic plan,
$1.9 million in road resurfacing improvements, groundbreaking for the new Police Headquarters
facility, installation of a new SCADA system for sanitary pump stations, adoption of a Tax Increment
Financing District for the downtown, Environmental Phase | engineering was begun on the Wolfs
Crossing Road improvements and the 2 year implementation of an Enterprise Resource Planning
System for the Village kicked off.

The capital projects scheduled for fiscal year 2018, include the annual road program paid from Motor
Fuel Tax and Home Rule Sales Tax revenue, the implementation of MUNIS, a new enterprise-wide
software solution, the completion of the new Police Headquarters, the start of a new water
meter/remote replacement program, and an upgrade to the audio/visual equipment in the Village Hall
Board room.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the Village of Oswego for its
comprehensive annual financial report for the fiscal year ended April 30, 2016. This was the 14"
consecutive year the Village has received this prestigious award. In order to be awarded a Certificate
of Achievement, a government must publish an easily readable and efficiently organized
comprehensive annual financial report. The report must also satisfy both generally accepted
accounting principles and applicable legal requirements.

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

The Village also received the GFOA Distinguished Budget Presentation Award for the Fiscal Year
2017 Annual Budget document. This was the 13" consecutive year the Village has received this
award. In order to qualify for the Distinguished budget Presentation Award, the government must
publish a budget document that meets program criteria as a policy document, as an operations guide,
as a financial plan and as a communications device.

The Village received its first Popular Annual Financial Report (PAFR) Award for Fiscal Year 2016.

This award is given by the GFOA for local governments that make the information in their annual
financial report more accessible and understandable for the general public. This report provides a
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brief analysis of when the Village’s revenues come from and how those dollars are spent, as well as
trends in the local economy. This report, the Resident’s Annual Financial Report, can be viewed on
the Village’s website.

The preparation of this report would not have been possible without the dedicated services of Village
Department Heads and staff. The entire staff of the finance department is extended a special
appreciation for all of their assistance in the completion of the annual audit and preparation of this
report. We would also like to thank the Village President and Board of Trustees for their support in
maintaining the highest standards of professionalism in the management of the Village’s finances.

Respectfully submitted,
Dan Di Santo Mark G. Horton

Village Administrator Finance Director/Village Treasurer
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INDEPENDENT AUDITOR’S REPORT

The Honorable President
Members of the Board of Trustees
Village of Oswego, Illinois

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund and the aggregate remaining fund information of the
Village of Oswego, Illinois (the Village) as of and for the year ended April 30, 2017, and the
related notes to financial statements, which collectively comprise the Village’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

An audit includes 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 Village’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 Village’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of the accounting policies used and the reasonableness of 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.



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each
major fund and the aggregate remaining fund information of the Village of Oswego, lllinois, as
of April 30, 2017, and the respective changes in financial position, and, where applicable, cash
flows thereof for the year then ended in conformity with accounting principles generally accepted
in the United States of America.

Other Matters
Required Supplementary Information

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

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Village’s basic financial statements. The combining and individual
fund financial statements and schedules and supplemental data, introductory and statistical
sections are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The combining and individual fund financial statements and schedules and
supplemental data are the responsibility of management and were derived from and relate directly
to the underlying accounting and other records used to prepare the basic financial statements. The
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated in all material respects in relation to the
basic financial statements as a whole. The introductory and statistical sections listed in the table
of contents were not audited by us and, accordingly, we express no opinion thereon.



We also have previously audited, in accordance with auditing standards generally accepted in the
United States of America, financial statements of the governmental activities, business-type
activities, each major fund and the aggregate remaining fund information of the Village as of and
for the year ended April 30, 2016, and we expressed unmodified opinions on those basic
financial statements. That audit was conducted for purposes of forming an opinion on the basic
financial statements as a whole. The 2016 comparative information included on certain
combining and individual financial statements and schedules is presented for purposes of
additional analysis and is 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 2016 basic financial statements. The
information has been subjected to the auditing procedures applied in the audit of those basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated in all material respects in relation to the
basic financial statements from which it has been derived.

Sctict LLP

Naperville, Illinois
September 8, 2017
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VILLAGE OF OSWEGQO, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS
APRIL 30, 2017

As management of the Village of Oswego (“Village™), we offer readers of the Village’s financial
statements this narrative overview and analysis of the financial activities of the Village for the
fiscal year ended April 30, 2017. Since Management’s Discussion and Analysis (“MD&A”) is
designed to focus on the current year’s activities, resulting changes and currently known facts, it
should be read in conjunction with the Letter of Transmittal on pages iv through vii and the
financial statements beginning on page 4.

Overview of the Financial Statements

The focus of the financial statements is on the Village as a whole (government—wide) and on the
major individual funds (major fund). Both perspectives (government-wide and major fund) allow
the user to address relevant questions, broaden the basis for comparison (year to year or
government to government) and enhance the Village’s accountability.

This discussion and analysis is intended to serve as an introduction to the Village’s basic financial
statements. The Village’s basic financial statements comprise three components: government-wide
financial statements, fund financial statements, and notes to the financial statements. This report
also contains other supplementary information in addition to the basic financial statements.

Financial Highlights

e The Village’s total assets and deferred outflows increased $23.6 million from $368.6
million to $392.3 million. The issuance of General Obligation Bonds, Series 2016 for
the new Police Headquarters increased the restricted cash and and investments. Deferred
Outflows of Resources decreased $2.8 million.

e The Village’s total liabilities and deferred inflows increased $29.5 million for the fiscal
year. The major increase was issuance of bonds, as stated above. This change increased
liabilities $27.6 million. The Deferred Inflow of Resources also increased $1.9 million.

e The Village’s total net position decreased $5.8 million including the change in the
accounting principle for the fiscal year ending April 30, 2017. This occurred because the
increase in liability was higher than the increase in assets.

e Total revenues decreased $4.8 million during the fiscal year. Although Other Taxes and
Other revenues both increased, the increase was offset by a substantial decrease in
Capital Grants/Contributions.

e Total expenses increased $4.1 million compared to the previous fiscal year. The reason
for this increase was planned expenditures pertaining to the New Police Headquarters and
the creation of the new TIF Fund.

e The net change in the General Fund’s Fund balance increased $0.9 million in FY 17.
This increase was due to vigilant monitoring of the Village’s revenues and expenditures.

Government-Wide Financial Statements. The government-wide financial statements are
designed to provide readers with a broad overview of the Village’s finances, in a manner similar
to a private-sector business. The statement of net position presents information on all of the
Village’s assets, deferred outflows, liabilities and deferred inflows, with the difference between
these balances reported as net position. Over time, increases or decreases in net position may serve
as a useful indicator of whether the financial position of the Village is improving or deteriorating.
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The statement of activities presents information showing how the Village’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will only result in
cash flows in future fiscal periods.

The government-wide financial statements distinguish functions of the Village that are primarily
supported by taxes and intergovernmental revenues (governmental activities) from other functions
that are intended to recover all or a significant portion of their costs through user fees and charges
(business-type activities). The governmental activities reflect the Village’s basic services,
including administration, building and zoning, community development, public works and public
safety. Sales taxes, shared state taxes and permit fees finance the majority of these services. The
business-type activities reflect private sector type operations, where the fee for service typically
covers all or most of the cost of operations, including depreciation. The water/sewer operations
and the garbage collection operations are the two business-type activities within the village. The
government-wide financial statements can be found beginning on page 4 of this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The Village
uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the Village can be divided into three categories: governmental
funds, proprietary funds and fiduciary funds.

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Because the focus of governmental funds is narrower than
that of the government-wide financial statements, it is useful to compare the information presented
for governmental funds with similar information presented for governmental activities in the
government-wide financial statements. By doing so, readers may better understand the long-term
impact of the Village’s near-term financing decisions. Both the governmental fund balance sheet
and the governmental fund statement of revenues, expenditures and changes in fund balances
provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.

The Village maintains many individual governmental funds. Information is presented separately
in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures and changes in fund balances for the General Fund, Capital Fund, Debt Service Fund,
and Tax Increment Financing Fund all of which are considered to be major funds. Information
from the Village’s other governmental funds is combined into a single column presentation.
Individual fund information for these non-major governmental funds is provided elsewhere in the
report. The basic governmental fund financial statements can be found beginning on page 7 of this
report.
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Proprietary Funds maintained by the Village are of only one type; enterprise funds. Enterprise
funds are used to report the same functions presented as business-type activities in the government-
wide financial statements. The Village uses enterprise funds to account for its water and sanitary
sewer operations and its contractually hired garbage collections. Proprietary funds provide the
same type of information as the government-wide financial statements. The proprietary fund
financial statements provide separate information for the Water and Sewer Fund and the Garbage
Fund, both of which are considered to be major funds of the Village. The basic proprietary fund
financial statements can be found beginning on page 11 of this report.

Fiduciary funds are used to account for resources held for the benefit of parties outside the Village.
Fiduciary funds are not reflected in the government-wide financial statements because the
resources of those funds are not available to support the Village’s own programs. The accounting
used for fiduciary funds is similar to that used by proprietary funds. The Village maintains one
fiduciary trust fund; the Police Pension fund and two agency funds; one for development fees held
for other governmental agencies and one for developer deposits. The basic fiduciary fund financial
statements can be found beginning on page 16 of this report.

Notes to the Financial Statements. The notes to the financial statements provide additional
information that is essential to a full understanding of the information provided in the government-
wide and fund financial statements. The notes to the financial statements begin on page 18 of this
report.

Other Information. In addition to the basic financial statements, this report also includes certain
required supplementary information related to budgetary information and the Village’s progress
in funding its obligation to provide pension benefits to its employees. Non-major fund information
can be found immediately following the required supplementary information.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

Statement of Net Position.

VILLAGE OF OSWEGQO, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS
APRIL 30, 2017

Table 1 presents a condensed Statement of Net Position as of
April 30, 2017 compared to the prior year ending April 30, 2016.

Table 1

Village of Oswego

Statement of Net Position

Governmental Activities

As of April 30, 2017

Business-Type Activities

Total Primary Government

2016 2017 2016 2017 2016 2017
Assets:
Current & other assets $13,240,913  $42,162,204 $10,661,190 $10,471,102  $23,902,103  $52,633,306
Capital assets 282,173,726 281,382,525 57,801,909 56,350,795 339,975,635 337,733,320
Total assets 295,414,639 323,544,729 68,463,099 66,821,897 363,877,738 390,366,626
Deferred outflows 4,107,063 1,383,677 621,375 517,287 4,728,438 1,900,964
Total assets & deferred outflows 299,521,702 324,928,406 69,084,474 67,339,184 368,606,176 392,267,590
Liabilities:
Current liabilities 1,557,632 2,864,521 3,071,885 2,896,729 4,629,517 5,761,250
Long-term liabilities 28,914,343 56,709,532 13,426,626 12,081,303 42,340,969 68,790,835
Total liabilities 30,471,975 59,574,053 16,498,511 14,978,032 46,970,486 74,552,085
Deferred inflows 1,450,023 3,301,013 35,089 130,688 1,485,112 3,431,701
Total liabilities & deferred inflows 31,921,998 62,875,066 16,533,600 15,108,720 48,455,598 77,983,786
Net Position:
Net invested in capital assets 269,710,313 266,143,880 45,499,004 43,955,344 315,209,317 310,099,224
Restricted 3,025,632 2,262,586 654,000 654,000 3,679,632 2,916,586
Unrestricted -5,136,241 -6,353,126 6,397,870 7,621,120 1,261,629 1,267,994
Total Net Position $267,599,704 $262,053,340 $52,550,874 $52,230,464 $320,150,578 $314,283,804

A useful indicator of the Village’s financial position may be ascertained by comparing the total
Net Position from year to year. The largest portion of the Village of Oswego's net position reflects
its investment in capital assets (e.g. land, buildings, machinery & equipment and infrastructure),
less any related outstanding debt used to acquire or construct those assets. The Village of Oswego
uses these capital assets to provide services to citizens; consequently, these assets are not available
for future spending. The Village’s current assets and long-term liabilities went up substantially
this year. These increases were due to the Village issuing General Obligation Bonds to fund the
construction of a new Police Headquarters.
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Changes in Net Position.

activities.

REVENUES

Program Revenues:
Charges for Services
Operating Grants/Contrib.
Capital Grants/Contrib.
General Revenues:
Property Taxes

Other Taxes

Other

Total Revenues
EXPENSES

General Government
Building and Zoning
Community Development
Public Safety

Public Works

Interest on Debt

Water and Sewer
Garbage

Total Expenses
Change in Net Position

Net Position, Beginning of the Year
Change in Accounting Principle
Prior period adjustment
Net Position, Beginning of Year Restated
Net Position, End of the Year

Change in Net Position in the Governmental Activities. Total

VILLAGE OF OSWEGQO, ILLINOIS

APRIL 30, 2017

MANAGEMENT’S DISCUSSION AND ANALYSIS

Table 2 summarizes the revenue and expenses of the Village’s

Table 2
Village of Oswego
Changes in Net Position
For the Fiscal Year Ended April 30, 2017

Governmental Activities

Business-Type Activities

Total Primary Government

2016 2017 2016 2017 2016 2017
$1,321,146  $1,264,087  $7,782,030 $7,603,259  $9,103,176  $8,927,346
1,117,999 979,002 90,270 84,572 1,208,269 1,063,574
7,305,199 127,631 7,305,199 127,631
1,326,196 1,326,027 1,326,196 1,326,027
14295965 16,553,394 14295965 16,553,394
1,201,582 1,735,837 133,865 21,605 1,335,447 1,757,442
26,568,087 21985978 8006165  7,769436 34,574,252  29,755414
2,901,661 1,779,446 2,901,661 1,779,446
747,864 724,871 747,864 724,871
811,923 2,132,879 811,923 2,132,879
9225417 12,103,554 9225417 12,103,554
9,626,504 9,376,444 9,626,504 9,376,444
477,036 1,415,148 477,036 1,415,148
5310,304 5743368 5,310,304 5,743,368
2415909 2,346,478 2,415,909 2,346,478
23,790,405 27532342 7726213 8089846 31516618  35622,188
2,777,682  (5,546,364) 279952 (320,410) 3,057,634 (5,866,774)
275,598,179 267,599,704 52,647,441 52550,874 328245620 320,150,578

(10,776,157) (376,519) (11,152,676)
0

264,822,022 267,599,704 52270922 52550,874 317,092,944 320,150,578
$267,599,704  $262,053,340 $52,550,874 $52,230,464 $320,150,578  $314,283,804

revenues for govern mental

activities decreased $4.5 million compared to fiscal year 2016. Although most revenues came in
higher than last year, the capital grants/contributions category had a major decrease. This occurred
because the $7.3 million received in fiscal year 2015 was a one-time dedication of private roads to

the Village.
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Governmental Activities Revenues

$20,000,000

$15,000,000

$10,000,000

$5,000,000
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Charges for Operating Capital Property Taxes Other Taxes Other
Services Grants/Contrib. Grants/Contrib.

W 2016 m 2017

Total expenses for governmental activities increased $3.7 million compared with fiscal year 2016.
Public Safety and Community Development had the largest increases. This was due to expenses
for the new Police Headquarters and expenses in the Tax Incremental Financing Fund.

Governmental Activities Expenses

14,000,000
12,000,000
10,000,000
8,000,000
6,000,000
4,000,000
2,000,000
0

General Building and Community  Public Safety  Public Works Interest on
Government Zoning Development Debt

W 2016 w2017

The resulting total change in Net Position was a decrease of $5.5 million leaving an ending Net
Position balance of $262 million at April 30, 2017.

Change in Net Position in Business-Type Activities. The total change in Net Position for
business-type activities is a decrease of $0.3 million, despite total revenues decreasing $0.3 million
and total expenses increasing $0.4 million over last year. The difference is due to the change in
accounting principle implemented in fiscal year 2016. This accounting change requires the Village
to record the net pension liability for pension funds.
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FINANCIAL ANALYSIS OF THE VILLAGE’S FUNDS

Governmental Funds. The focus of the governmental funds is to provide information on near
term inflows, outflows and balances of spendable resources. This information may be helpful in
assessing the Village’s financing requirements. For example, unrestricted-unassigned fund
balance serves as a useful measure of net resources available for spending at the end of the fiscal
year. At April 30, 2017, the governmental funds reported combined ending fund balances of $38.5
million, an increase of $27.9 million compared to the ending fund balances at April 30, 2016.
Total expenditures for governmental funds exceeded revenues by $2.6 million.

The General Fund is the primary operating fund of the Village of Oswego. The total fund balance
of the General Fund increased $0.9 million creating an ending balance at April 30, 2017 of $7.6
million. As a measure of liquidity, it is useful to compare unrestricted fund balance to total
expenditures. Unrestricted fund balance is 47% of total 2017 General Fund expenditures. This is
consistent with the Village’s General Fund Fund balance policy.

The Capital Improvement Fund had expenditures of $4.8 million mostly related to the annual road
program and the new Police Headquarters construction. The Village issued bonds to fund the
design and construction of the new building, which broke ground at the end of the fiscal year.

The Debt Service Fund had expenditures of $2.4 million for principal and interest payments during
the fiscal year. Transfers from the General Fund and Motor Fuel Tax Fund supported the
expenditures.

The Downtown TIF Fund was created this fiscal year. There were $1.6 million in expenditures.
This amount included the purchase of 59 S Adams, former Alexander Lumber property, a prime
development site within the downtown area.

The non-major governmental funds consist of the Motor Fuel Tax Fund, the Public Works Escrow
Fund, the Economic Development Fund, and the Public Service Fund. Total assets for all Funds
decreased $1.6 million compared to last fiscal year. Total assets in Public Works Escrow Fund
decreased $1.0 million. Dedicated funds were transferred to the Capital Improvement Fund to pay
for the Wolf’s Crossing Road environmental study, which was started in fiscal year 2017.

Proprietary Funds. The Village’s proprietary fund statements provide the same type of
information found in the government-wide statements but in greater detail. Water and Sewer Fund
total assets and deferred outflows decreased 1.5 million. This was due to the moving of all vehicles
and equipment into a newly opened internal service fund (Vehicle Replacement Fund). Water and
Sewer Fund total liabilities decreased $1.3 million due to debt service payments. The overall effect
caused the Water and Sewer Fund Net Position to decrease $0.3 million compared to Fiscal Year
2016.

The Garbage Fund total Net Position remained at $0.5 million as of April 30, 2017 which was the

same balance as last fiscal year end. The Garbage Fund contracts with a commercial waste hauler
passing the entire costs of the service to the users.
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The Vehicle Replacement Fund was created during this fiscal year. All vehicles and motorized
equipment was moved into this fund. The funding sources for the fund are transfers in from the
Capital Improvement Fund and Water & Sewer Capital Fund. Its total assets at April 30, 2017
were $1.5 million.

General Fund Budgetary Highlights

Overall, the total General Fund Revenues were $0.5 million or 3% less than budget. All categories,
with the exception of “Other” revenues, were slightly under budget. General Fund Expenditures
were 8% under budget. All departments were under budget.

Table 3
Village of Oswego
General Fund Budgetary Highlights
For the Fiscal Year Ended April 30, 2017

Original Final Over(under)
Budget Budget Actual Budget
REVENUES
Taxes $11,079,831 $11,079,831  $10,985,376 ($94,455)
Intergovernmental $3,403,312  $3,403,312  $3,053,850 ($349,462)
Charges for Services $1,344,008 1,344,008 1,185,921 ($158,087)
Other $1,714,902 1,714,902 1,785,803 70,901
Total revenues 17,542,053 17,542,053 17,010,950 (531,103)
EXPENDITURES
General Government 2,917,080 2,917,080 2,504,085 (412,995)
Building and Zoning 711,504 711,504 686,781 (24,723)
Community Development 767,641 767,641 513,651 (253,990)
Public Works 1,938,395 1,938,395 1,736,921 (201,474)
Public Safety 9,519,473 9,519,473 9,143,682 (375,791)
Total expenditures 15,854,093 15,854,093 14,585,120  (1,268,973)
OTHER FINANCING SOURCES (USES)
Transfer In (Out) (1,491,894)  (1,491,894)  (1,491,894) 0
Sale of capital assets 0 0 217 217
Total other financing sources (uses) (1,491,894) (1,491,894) (1,491,677) 217
Net Change in Fund Balance $196,066 $196,066 934,153 738,087
Fund Balance, May 1 6,726,461
Fund Balance, April 30 $7,660,614
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Table 3
Village of Oswego
General Fund Budgetary Highlights
For the Fiscal Year Ended April 30, 2017

Original Final Over(under)
Budget Budget Actual Budget
REVENUES
Taxes $11,079,831 $11,079,831  $10,985,376 ($94,455)
Intergovernmental $3,403,312 $3,403,312 $3,053,850 ($349,462)
Charges for Services $1,344,008 1,344,008 1,185,921 ($158,087)
Other $1,714,902 1,714,902 1,785,803 70,901
Total revenues 17,542,053 17,542,053 17,010,950 (531,103)
EXPENDITURES
General Government 2,917,080 2,917,080 2,504,085 (412,995)
Building and Zoning 711,504 711,504 686,781 (24,723)
Community Development 767,641 767,641 513,651 (253,990)
Public Works 1,938,395 1,938,395 1,736,921 (201,474)
Public Safety 9,519,473 9,519,473 9,143,682 (375,791)
Total expenditures 15,854,093 15,854,093 14,585,120  (1,268,973)
OTHER FINANCING SOURCES (USES)
Transfer In (Out) (1,491,894)  (1,491,894)  (1,491,894) 0
Sale of capital assets 0 0 217 217
Total other financing sources (uses) (1,491,894) (1,491,894) (1,491,677)
Net Change in Fund Balance $196,066 $196,066 934,153
Fund Balance, May 1 6,726,461
Fund Balance, April 30 $7,660,614

Capital Asset and Debt Administration. The Village of Oswego's investment in capital assets
decreased $2.2 million (net of accumulated depreciation) as compared to fiscal year 2016. This
investment in capital assets includes property and improvements, equipment, facilities, vehicles
and infrastructure (roadway improvements, water supply lines and sanitary sewer lines). The
following table details the Villages changes in capital assets for governmental activities and
business-type activities.

Governmental activities total capital assets decreased $0.8 million as the increase in net assets was
less than the change in accumulated depreciation.

Business-type activities total capital assets decreased $1.5 million compared to last fiscal year due
to the transfer of the vehicles and equipment into the Vehicle Replacement Fund.
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Additional information on the Village of Oswego's capital assets can be found in Note 7.

Governmental Activities

Table 4
Village of Oswego
Capital Assets
As of April 30, 2017

Business-Type Activities

Total Primary Government

2016 2017 2016 2017 2016 2017

Non-Depreciable Assets:

Land 1,312,153 3,026,555 3,348,121 3,348,121 4,660,274 6,374,676
Right of Way 104,263,377 104,263,377 0 0 104,263,377 104,263,377
CIpP 92,112 2,204,583 194,070 386,195 286,182 0
Depreciable Assets

Land improvements 848,229 848,229 0 0 848,229 848,229
Buildings 9,495,393 9,495,393 6,618,082 6,618,082 16,113,475 16,113,475
Equipment 1,423,187 1,728,868 572,418 453,964 1,995,605 2,182,832
Vehicles 1,698,416 3,246,048 1,271,780 0 2,970,196 3,246,048
Infrastructure 236,735,195 236,735,195 67,394,341 67,416,541 304,129,536 304,151,736
Accumulated Depreciation (73,694,336)  (80,165,723)  (21,596,903)  (21,872,108)  (95,291,239)  (102,037,831)
Total 282,173,726 281,382,525 57,801,909 56,350,795 339,975,635 337,733,320

Long-Term Debt

At April 30, 2017 the Village had total debt outstanding of $68.8 million. The amount of reported
debt substantially increased in FY 2017 due to issuance of bonds to fund the new Police
Headquarters. General Obligation Bonds and IEPA notes account for 73% of the Village’s total
outstanding debt. Sales tax, MFT tax and water/sewer revenues are currently pledged to pay the
annual debt service on the bonds and notes.
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Table 5
Village of Oswego
Bonded and Other Indebtedness
As of April 30, 2017

Total Primary

Governmental Activities Business-Type Activities Government
2016 2017 2016 2017 2016 2017
General obligation bonds $13,050,000 $38,815,000 $11,790,000 $10,730,000 $24,840,000  $49,545,000
Unamortized premium (discount) 512,030 4,184,418 (23,768) (21,028) 488,262 4,163,390
Unamortized loss on refunding (1,321) (436) 200,780 151,896 199,459 151,460
IEPA notes 0 0 756,148 625,125 756,148 625,125
Compensated absences 447,724 554,264 70,642 74,290 518,366 628,554
Retiree termination benefits 109,673 157,845 0 0 109,673 157,845
Net pension obligation-Police Pension 13,123,201 11,589,328 0 0 11,589,328
Net pension obligation-IMRF 1,546,943 1,252,618 619,612 501,723 2,166,555 1,754,341
Other post employment benefits 126,093 156,495 13,212 19,297 139,305 175,792
Total $28,914,343  $56,709,532  $13,426,626  $12,081,303  $42,340,969  $68,790,835

As an lllinois home-rule community, the Village is not subject to any debt limitation. The
Village’s debt policy is to limit the amount of outstanding general obligation bonded debt to 5%
of the equalized assessed valuation (EAV) of the Village. The latest EAV is $831,033,315 which
results in a gross debt to EAV ratio of 5.96% as of April 30, 2017 and a gross debt per capita of
$1,498 using the latest certified Village population of 33,078. The Village’s current credit rating
issued by Moody’s Investors Services is Aa2.

Additional information on the Village of Oswego's long-term liabilities can be found in Note 8.
Economic Factors and Next Year’s Budget

Fiscal Year 2017 financial results were as expected when comparing final actual numbers with
final budget numbers. Although the Village’s net position decreased during the fiscal year, new
retail development along with an increase in residential home building provides optimism for the
Village in the coming years.

The Village remained vigilant in preparing the Fiscal Year 2018 Budget. Expenditures were
reduced wherever possible and revenues estimated conservatively to adopt a balanced budget.
Department heads continue to spend only what is necessary attempting to maintain current service
levels over the fiscal year.

The Village will monitor revenues and expenses throughout the fiscal year and will take action if

warranted to remain within budget amounts. The Village will continue to be proactive in
responding to any unforeseen events to minimize the impact to Village residents.
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CONTACTING THE VILLAGE’S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, customers, investors and creditors with a
general overview of the Village’s finances. Questions concerning this report or requests for

additional financial information should be directed to the Finance Director, Village of Oswego,
100 Parkers Mill, Oswego, Illinois, 60543.
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VILLAGE OF OSWEGO, ILLINOIS

STATEMENT OF NET POSITION

ASSETS
Cash and investments
Restricted cash and investments
Receivables (net where applicable
of allowance for uncollectibles)
Property taxes
Accounts
Accrued interest
Intergovernmental
Utility taxes
Notes
Insurance
Prepaid expenses
Due from fiduciary funds
Capital assets not being depreciated
Capital assets being depreciated
(net of accumulated depreciation)

Total assets

DEFERRED OUTFLOWS OF RESOURCES
Unamortized loss on refunding
Pension items - Police Pension
Pension items - IMRF

Total deferred outflows of resources
Total assets and deferred outflows of resources

LIABILITIES
Accounts payable
Accrued payroll
Escrow deposits
Due to fiduciary funds
Unearned revenue
Interest payable
Long-term liabilities
Due within one year
Due in more than one year

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred revenue - property taxes
Pension items - Police Pension
Pension items - IMRF

Total deferred inflows of resources
Total liabilities and deferred inflows of resources

NET POSITION
Net investment in capital assets
Restricted for
Highways and streets
Special projects
Economic development
Radium removal
Unrestricted

TOTAL NET POSITION

Primary Government

Governmental Business-Type
Activities Activities Total

$ 35771222 $ 8,641,780 $ 44,413,002

- 654,000 654,000
1,300,729 - 1,300,729
362,508 1,141,778 1,504,286
684 15,207 15,891
3,519,156 - 3,519,156
68,444 - 68,444
319,044 - 319,044
335,374 - 335,374
472,315 18,337 490,652
12,728 - 12,728
109,494,515 3734316 113,228,831

171,888,010 52,616,479 224,504,489

323,544,729 66,821,897 390,366,626

921,416 339,814 1,261,230
19,177 - 19,177
443,084 177,473 620,557
1,383,677 517,287 1,900,964

324,928,406 67,339,184 392,267,590

1,211,915 228,523 1,440,438
390,322 49,307 439,629
591,871 - 591,871
53,857 - 53,857
4,123 2,450,250 2,454,373
612,433 168,649 781,082

1,746,985 1,194,603 2,941,588

54,962,547 10,886,700 65,849,247

59,574,053 14,978,032 74,552,085

1,300,729 - 1,300,729
1,674,005 - 1,674,005

326,279 130,688 456,967
3,301,013 130,688 3,431,701

62,875,066 15,108,720 77,983,786

266,143,880 43,955,344 310,099,224

922,462 - 922,462
889,944 - 889,944
450,180 - 450,180

- 654,000 654,000
(6,353,126) 7,621,120 1,267,994

$ 262,053,340 $ 52,230,464 $ 314,283,804

See accompanying notes to financial statements.



VILLAGE OF OSWEGO, ILLINOIS
STATEMENT OF ACTIVITIES

For the Year Ended April 30, 2017

Program Revenues

Operating Capital
Charges Grants and Grants and
FUNCTIONS/PROGRAMS Expenses for Services  Contributions Contributions
PRIMARY GOVERNMENT
Governmental Activities
General government $ 1,779,446 $ 35,305 $ - $ -
Building and zoning 724,871 561,658 42,711 -
Community development 2,132,879 167,993 - 122,021
Public safety 12,103,554 499,131 50,540 -
Public works 9,376,444 - 885,751 5,610
Interest 1,415,148 - - -
Total governmental activities 27,532,342 1,264,087 979,002 127,631
Business-Type Activities
Water and sewer 5,388,643 5,325,191 84,572 -
Garbage 2,346,478 2,338,068 - -
Total business-type activities 7,735,121 7,663,259 84,572 -

TOTAL PRIMARY GOVERNMENT $ 35267463 $ 8,927,346 $ 1063574 $ 127,631




General Revenues

Taxes
Property
Sales
Telecommunication
Utility
Other
Intergovernmental - unrestricted
Income tax
Personal property replacement tax
Investment income
Miscellaneous
Transfers

Total

CHANGE IN NET POSITION

NET POSITION, MAY 1

NET POSITION, APRIL 30

Net (Expense) Revenue and Change in Net Position

Primary Government

Governmental Business-Type
Activities Activities

Total

$  (1,744,141) $ -
(120,502) -
(1,842,865) -
(11,553,883) -
(8,485,083) -
(1,415,148) -

$  (1,744,141)
(120,502)
(1,842,865)
(11,553,883)
(8,485,083)
(1,415,148)

(25,161,622) -

(25,161,622)

- 21,120 21,120
- (8,410) (8,410)
- 12,710 12,710
(25,161,622) 12,710 (25,148,912)
1,326,027 - 1,326,027
10,672,951 - 10,672,951
674,036 - 674,036
1,038,028 - 1,038,028
977,856 - 977,856
2,991,771 - 2,991,771
11,539 - 11,539
187,213 8,822 196,035
1,381,112 12,783 1,393,895
354,725 (354,725) -
19,615,258 (333,120) 19,282,138
(5,546,364) (320,410) (5,866,774)
267,599,704 52,550,874 320,150,578

$ 262,053,340 $ 52,230,464

$ 314,283,804

See accompanying notes to financial statements.



VILLAGE OF OSWEGO, ILLINOIS

BALANCE SHEET
GOVERNMENTAL FUNDS
April 30, 2017
Nonmajor Total
Capital Debt Downtown Governmental Governmental
General Projects Service TIF Funds Funds
ASSETS
Cash and investments $ 2,746,343 $ 29,981,962 $ 68,041 $ 412,792 $ 2,499,373 $ 35,708,511
Receivables
Property taxes 1,280,573 - - 20,156 - 1,300,729
Accounts 301,889 60,000 - - 619 362,508
Accrued interest 684 - - - - 684
Intergovernmental 2,751,505 692,710 - - 74,941 3,519,156
Utility tax 68,444 - - - - 68,444
Notes - - - - 319,044 319,044
Insurance 335,374 - - - - 335,374
Prepaid items 255,381 216,909 - - 25 472,315
Advances to other funds 2,000,000 - - - - 2,000,000
Due from fiduciary funds 12,728 - - - - 12,728
TOTAL ASSETS $ 9,752,921 $ 30,951,581 $ 68,041 $ 432,948 $ 2,894,002 $ 44,099,493
LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND FUND BALANCES
LIABILITIES
Accounts payable $ 365,707 $ 787,955 $ - $ 20,983 $ 37,270 $ 1,211,915
Accrued payroll 390,322 - - - 390,322
Escrow deposits - - - 591,871 591,871
Advance from other funds - - - 2,000,000 - 2,000,000
Due to fiduciary funds 53,857 - - - 53,857
Unearned revenue 1,848 - - 2,275 4,123
Total liabilities 811,734 787,955 - 2,020,983 631,416 4,252,088
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue - property taxes 1,280,573 - - 20,156 - 1,300,729
Total deferred inflows of resources 1,280,573 - - 20,156 - 1,300,729
Totals liabilities and deferred inflows of resources 2,092,307 787,955 - 2,041,139 631,416 5,552,817
FUND BALANCES
Nonspendable
Prepaid items 255,381 216,909 - - 25 472,315
Advances 2,000,000 - - - - 2,000,000
Restricted
Highways and streets - - - - 922,462 922,462
Special projects - - - - 889,919 889,919
Economic development - - - - 450,180 450,180
Capital projects - 29,946,717 - - - 29,946,717
Unrestricted
Assigned
Debt service - - 68,041 - - 68,041
Working cash 5,405,233 - - - - 5,405,233
Unassigned - - - (1,608,191) - (1,608,191)
Total fund balances (deficit) 7,660,614 30,163,626 68,041 (1,608,191) 2,262,586 38,546,676
TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND FUND BALANCES $ 9,752,921 $ 30,951,581 $ 68,041 $ 432,948 $ 2,894,002 $ 44,099,493

See accompanying notes to financial statements.



VILLAGE OF OSWEGO, ILLINOIS

RECONCILIATION OF FUND BALANCES OF GOVERNMENTAL FUNDS TO THE
GOVERNMENTAL ACTIVITIES IN THE STATEMENT OF NET POSITION

April 30, 2017

FUND BALANCES OF GOVERNMENTAL FUNDS $ 38,546,676

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

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the governmental
funds 279,921,557

The loss on refunding of bonds is deferred and amortized on the
statement of net position 921,416

Differences between expected and actual experiences, assumption
changes and net differences between projected and actual earnings
and contributions subsequent to the measurement date for the
Illinois Municipal Retirement Fund are recognized as deferred
outflows and inflows of resources on the statement of net position 116,805

Differences between expected and actual experiences, assumption
changes and net differences between projected and actual earnings
for the Police Pension Fund are recognized as deferred outflows
and inflows of resources on the statement of net position (1,654,828)

Long-term liabilities applicable to the Village's governmental
activities are not due and payable in the current period and,
accordingly, are not reported as fund liabilities. All liabilities,
both current and long-term, are reported in the statement of

net position

Bonds payable $ (38,815,000)

Unamortized discount on bonds payable 436

Unamortized premium on bonds payable (4,184,418)

Compensated absences payable (554,264)

Retiree termination benefit payable (157,845)

Net pension liability - Police Pension (11,589,328)

Net pension liability - IMRF (1,252,618)

Other postemployment benefit (156,495)

Interest payable (612,433) (57,321,965)
The net position of the internal service fund is included in the

governmental activities on the statement of net position 1,523,679

NET POSITION OF GOVERNMENTAL ACTIVITIES $ 262,053,340

See accompanying notes to financial statements.



VILLAGE OF OSWEGO, ILLINOIS

STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

For the Year Ended April 30, 2017

REVENUES
Taxes
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeits
Investment income
Miscellaneous

Total revenues

EXPENDITURES

Current
General government
Building and zoning
Community development
Public safety
Public works

Capital outlay

Debt service
Principal retirement
Interest and fiscal charges

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES

OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)

Transfers in

Transfers (out)

Bonds issued, at par
Premium on bonds issued

Proceeds from the sale of capital assets
Total other financing sources (uses)

NET CHANGE IN FUND BALANCES

FUND BALANCES, MAY 1

FUND BALANCES (DEFICIT), APRIL 30

Nonmajor Total
Capital Debt Downtown  Governmental Governmental

General Projects Service TIF Funds Funds
$ 10,985376 $ 3,025,536 - - $ - $ 14,010,912
640,310 - - - - 640,310
3,053,850 93,000 - - 891,361 4,038,211
1,185,921 - - - 10,107 1,196,028
216,151 - - - 92,779 308,930
23,457 137,682 1,057 1,336 22,487 186,019
905,885 125,339 - - 200,713 1,231,937
17,010,950 3,381,557 1,057 1,336 1,217,447 21,612,347
2,504,085 353,077 - - 117,298 2,974,460
686,781 - - - - 686,781
513,651 - - 115,240 - 628,891
9,143,682 - - - 15,352 9,159,034
1,736,921 - - - 611,760 2,348,681
- 4,491,866 - 1,494,287 - 5,986,153
- - 1,340,000 - - 1,340,000
- - 1,048,006 - - 1,048,006
14,585,120 4,844,943 2,388,006 1,609,527 744,410 24,172,006
2,425,830 (1,463,386) (2,386,949) (1,608,191) 473,037 (2,559,659)
- 973,583 2,389,025 - - 3,362,608
(1,491,894) (1,134,631) - - (1,236,083) (3,862,608)
- 27,105,000 - - - 27,105,000
- 3,883,608 - - - 3,883,608
217 - - - - 217
(1,491,677) 30,827,560 2,389,025 - (1,236,083) 30,488,825
934,153 29,364,174 2,076 (1,608,191) (763,046) 27,929,166
6,726,461 799,452 65,965 - 3,025,632 10,617,510
$ 7660614 $ 30,163,626 $ 68,041 $ (1,608,191) $ 2,262,586 $ 38,546,676

See accompanying notes to financial statements.



VILLAGE OF OSWEGQO, ILLINOIS
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES TO THE
GOVERNMENTAL ACTIVITIES IN THE STATEMENT OF ACTIVITIES

For the Year Ended April 30, 2017

NET CHANGE IN FUND BALANCES -
TOTAL GOVERNMENTAL FUNDS $ 27,929,166

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

Governmental funds report capital outlays as expenditures; however,
they are capitalized and depreciated in the statement of activities
Capital expenditures capitalized 2,810,895

Some expenses in the statement of activities do not require the use
of current financial resources and, therefore, are not reported as
expenditures in governmental funds
Depreciation of capital assets (5,063,064)

The change in the net pension liability is reported only in the
statement of activities
Police Pension 1,533,873
IMRF 294,325

The changes in deferred outflows of resources and deferred inflows
of resources is reported only in the statement of activities
Police Pension (4,076,659)
IMRF (297,716)

The repayment of long-term debt is reported as an expenditure
when due in governmental funds but as a reduction of principal
outstanding in the statement of activities

Compensated absences payable (106,540)
Retiree benefit payable (48,172)
Other postemployment benefit (30,402)
Bonds payable 1,340,000
Change in interest payable (458,536)

The issuance of long-term debt is reported as an other financing
source in governmental funds, but as an increase of principal
outstanding in the statement of activities (30,988,608)

Amortization is recorded as interest expense on the statement of
activities including unamortized discount, unamortized premium

and unamortized loss on refunding 91,395
Internal service funds are reported separately in the fund financial statements 1,523,679
CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES $  (5,546,364)

See accompanying notes to financial statements.



VILLAGE OF OSWEGO, ILLINOIS

STATEMENT OF NET POSITION
PROPRIETARY FUNDS

April 30, 2017
Governmental
Business-Type Activities Activities
Water Internal Service
and Sewer Garbage Total Fund
CURRENT ASSETS
Cash and investments $ 8557571 $ 84209 $ 8,641,780 $ 62,711
Accounts receivable 719,748 422,030 1,141,778 -
Accrued interest receivable 15,207 - 15,207 -
Restricted cash and investments
IEPA restriction 654,000 - 654,000 -
Prepaid expenses 18,337 - 18,337 -
Total current assets 9,964,863 506,239 10,471,102 62,711
NONCURRENT ASSETS
Capital assets
Capital assets, net of depreciation
Nondepreciable assets 3,734,316 - 3,734,316 -
Depreciable buildings, property
and infrastructure 74,488,587 - 74,488,587 4,201,079
Accumulated depreciation (21,872,108) - (21,872,108) (2,740,111)
Total capital assets 56,350,795 - 56,350,795 1,460,968
Total noncurrent assets 56,350,795 - 56,350,795 1,460,968
Total assets 66,315,658 506,239 66,821,897 1,523,679
DEFERRED OUTFLOWS OF RESOURCES
Unamortized loss on refunding 339,814 - 339,814 -
Pension items - IMRF 177,473 - 177,473 -
Total deferred outflows of resources 517,287 - 517,287 -
Total assets and deferred outflows of resources 66,832,945 506,239 67,339,184 1,523,679

(This statement is continued on the following page.)
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VILLAGE OF OSWEGO, ILLINOIS

STATEMENT OF NET POSITION (Continued)
PROPRIETARY FUNDS

April 30, 2017
Governmental
Business-Type Activities Activities
Water Internal Service
and Sewer Garbage Total Fund
CURRENT LIABILITIES
Accounts payable $ 227773 $ 750 $ 228523 $ -
Accrued payroll 49,307 - 49,307 -
Compensated absences 38,087 - 38,087 -
Interest payable 168,649 - 168,649 -
IEPA loans payable 71,516 - 71,516 -
Bonds payable 1,085,000 - 1,085,000 -
Unearned revenue 2,450,250 - 2,450,250 -
Total current liabilities 4,090,582 750 4,091,332 -
LONG-TERM LIABILITIES
Compensated absences 36,203 - 36,203 -
Other postemployment benefits 19,297 - 19,297 -
Net pension liability 501,723 - 501,723 -
IEPA loans payable 553,609 - 553,609 -
Bonds payable, net 9,775,868 - 9,775,868 -
Total long-term liabilities 10,886,700 - 10,886,700 -
Total liabilities 14,977,282 750 14,978,032 -
DEFERRED INFLOWS OF RESOURCES
Pension items - IMRF 130,688 - 130,688 -
Total deferred inflows of resources 130,688 - 130,688 -
Total liabilities and deferred inflows of resources 15,107,970 750 15,108,720 -
NET POSITION
Net investment in capital assets 43,955,344 - 43,955,344 1,460,968
Restricted for radium removal 654,000 - 654,000 -
Unrestricted 7,115,631 505,489 7,621,120 62,711
TOTAL NET POSITION $ 51,724975 $ 505,489 $ 52,230,464 $ 1,523,679

See accompanying notes to financial statements.



VILLAGE OF OSWEGQO, ILLINOIS

STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET POSITION

PROPRIETARY FUNDS

For the Year Ended April 30, 2017

OPERATING REVENUES
Charges for services

OPERATING EXPENSES
Production

OPERATING INCOME (LOSS)
BEFORE DEPRECIATION

Depreciation

OPERATING INCOME (LOSS)

NON-OPERATING REVENUES (EXPENSES)

Connection fees

Grant revenue

Investment income

Interest expense and amortization
Gain on sale of capital assets
Miscellaneous income

Total non-operating revenues (expenses)
NET INCOME (LOSS) BEFORE TRANSFERS
TRANSFERS
Transfers in
Transfers (out)
Total transfers
CHANGE IN NET POSITION

NET POSITION, MAY 1

NET POSITION, APRIL 30

Governmental

Business-Type Activities

Activities

Water and Internal Service
Sewer Garbage Total Fund
$ 5201991 $ 2,338,068 $ 7,540,059 $ -
3,330,660 2,346,478 5,677,138 988
1,871,331 (8,410) 1,862,921 (988)
1,543,214 - 1,543,214 389,163
328,117 (8,410) 319,707 (390,151)
123,200 - 123,200 -
84,572 - 84,572 -
8,360 462 8,822 1,193
(514,769) - (514,769) -
- - - 17,495
12,783 - 12,783 -
(285,854) 462 (285,392) 18,688
42,263 (7,948) 34,315 (371,463)
. - - 1,895,142
(354,725) - (354,725) -
(354,725) - (354,725) 1,895,142
(312,462) (7,948) (320,410) 1,523,679
52,037,437 513,437 52,550,874 -
$ 51,724975 $ 505,489 $ 52,230,464 $ 1,523,679

See accompanying notes to financial statements.



VILLAGE OF OSWEGO, ILLINOIS

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For the Year Ended April 30, 2017

Governmental
Business-Type Activities Activities
Water and Internal Service
Sewer Garbage Total Fund
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users $ 5151,728 $ 2,347652 $ 7,499,380 $ -
Payments to suppliers (2,182,590) (2,547,880) (4,730,470) (988)
Payments to employees (1,097,622) - (1,097,622) -
Miscellaneous income 12,783 - 12,783 -
Net cash from operating activities 1,884,299 (200,228) 1,684,071 (988)
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Payment (to) from other funds (232,502) - (232,502) 732,500
Grant revenue 84,572 - 84,572 -
Net cash from noncapital financing activities (147,930) - (147,930) 732,500
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Purchase of capital assets (214,325) - (214,325) (687,489)
Sale of capital assets - - - 17,495
Connection fees 123,200 - 123,200 -
Bond principal payments (1,060,000) - (1,060,000) -
IEPA loan principal payments (131,023) - (131,023) -
Interest paid (493,562) - (493,562) -
Net cash from capital and related
financing activities (1,775,710) - (1,775,710) (669,994)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest income 7,160 462 7,622 1,193
Net cash from investing activities 7,160 462 7,622 1,193
NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS (32,181) (199,766) (231,947) 62,711
CASH AND CASH EQUIVALENTS, MAY 1 9,243,752 283,975 9,527,727 -
CASH AND CASH EQUIVALENTS, APRIL 30 $ 9,211,571 $ 84,209 $ 9,295,780 $ 62,711

(This statement is continued on the following page.)
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VILLAGE OF OSWEGO, ILLINOIS

STATEMENT OF CASH FLOWS (Continued)
PROPRIETARY FUNDS

For the Year Ended April 30, 2017

Governmental
Business-Type Activities Activities
Water and Internal Service
Sewer Garbage Total Fund

RECONCILIATION OF OPERATING INCOME
(LOSS) TO NET CASH FLOWS FROM
OPERATING ACTIVITIES
Operating income (loss) $ 328,117 $ (8,410) $ 319,707 $ (390,151)
Adjustments to reconcile operating income (loss)
to net cash from operating activities

Depreciation 1,543,214 - 1,543,214 389,163
Miscellaneous income 12,783 - 12,783 -
Changes in assets and liabilities
Accounts receivable (50,263) 9,584 (40,679) -
Prepaid expenses 22 - 22 -
Accounts payable 36,103 (201,402) (165,299) -
Accrued payroll 3,233 - 3,233 -
Compensated absences 3,648 - 3,648 -
Other postemployment benefits 6,085 - 6,085 -
IMRF items 1,357 - 1,357 -
NET CASH FROM OPERATING ACTIVITIES $ 1,884,299 $ (200,228) $ 1,684,071 $ (988)

CASH AND CASH EQUIVALENTS

Unrestricted cash and cash equivalents $ 8557571 $ 84209 $ 8,641,780 $ 62,711
Restricted cash and cash equivalents
IEPA restriction 654,000 - 654,000 -
TOTAL CASH AND CASH EQUIVALENTS $ 9211571 $ 84209 $ 9,295,780 $ 62,711

NONCASH TRANSACTIONS

Contribution of capital assets $ - $ - $ - $ 1,162,642
Transfer of capital assets (122,223) - (122,223) -
TOTAL NONCASH TRANSACTIONS $ (122,223) $ - $ (122,223) $ 1,162,642

See accompanying notes to financial statements.



VILLAGE OF OSWEGQO, ILLINOIS

STATEMENT OF FIDUCIARY NET POSITION
PENSION TRUST FUND
April 30, 2017
Pension
Trust Agency
ASSETS
Cash and cash equivalents $ 176,316 $ 126,031
Investments, at fair value
U.S. Government and U.S. agency securities 9,477,558 -
Municipal bonds 1,754,539 -
Equity mutual funds 14,695,591 -
Accounts receivable - 40,978
Due from other funds - 53,857
Accrued interest receivable 80,076 -
Prepaid items 531 -
Total assets 26,184,611 $ 220,866
LIABILITIES
Accounts payable 8,312 % 52,059
Due to others - 156,079
Due to other funds - 12,728
Total liabilities 8,312 $ 220,866
NET POSITION RESTRICTED
FOR PENSIONS $ 26,176,299

See accompanying notes to financial statements.



VILLAGE OF OSWEGQO, ILLINOIS

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
PENSION TRUST FUND

For the Year Ended April 30, 2017

ADDITIONS
Contributions
Employer $ 1,550,011
Employee 423,439
Total contributions 1,973,450
Investment income
Net appreciation in fair
value of investments 1,582,843
Interest 782,303
Total investment income 2,365,146
Less investment expense (74,973)
Net investment income 2,290,173
Total additions 4,263,623
DEDUCTIONS
Benefits and refunds 619,053
Administration 21,897
Total deductions 640,950
NET INCREASE 3,622,673
NET POSITION RESTRICTED
FOR PENSIONS
May 1 22,553,626
April 30 $ 26,176,299

See accompanying notes to financial statements.



VILLAGE OF OSWEGQO, ILLINOIS
NOTES TO FINANCIAL STATEMENTS

April 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Village of Oswego, Illinois (the Village) are in accordance
with accounting principles generally accepted in the United States of America, as applied
to governmental units (hereinafter referred to as generally accepted accounting principles
(GAAP)). The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting
principles. The following is a summary of the significant accounting policies of the
Village.

a.

Reporting Entity

The Village was established in 1833 and incorporated in 1852. The Village operates
under a Trustee-Administrator form of government. The Village Board of Trustees is
comprised of the Village President and six trustees. The Village provides services to
the community including; public safety (police protection), highways and streets,
water and waste removal services and general administrative services.

The Village has defined its reporting entity in accordance with GASB Statement
No. 14 and No. 61. Financial accountability is defined as the appointment of a voting
majority of the component unit’s board and either (1) the Village’s ability to impose
its will over the component unit or (2) the possibility that the component unit will
provide a financial benefit to or impose a financial burden on the Village. The Police
Pension Fund is a legally separate organization from the Village and has its own
governing board. However, although legally separate, this fund is reported as if it is
part of the Village, because it is fiscally dependent on the Village and administered
exclusively for the benefit of the Village’s police personnel. The Police Pension
Fund does not issue a separate report.

Fund Accounting

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

Funds are classified into the following categories: governmental, proprietary and
fiduciary.
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VILLAGE OF OSWEGQO, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

b.

Fund Accounting (Continued)

Governmental funds are used to account for all or most of a government’s general
activities, including the collection and disbursement of restricted, committed or
assigned funds (special revenue funds), the funds restricted or committed for the
acquisition or construction of capital assets (capital projects funds) and the funds
restricted, committed or assigned for the servicing of general long-term debt (debt
service funds). The General Fund is used to account for all activities of the general
government not accounted for in some other fund.

Proprietary funds are used to account for activities similar to those found in the
private sector, where the determination of net income is necessary or useful for sound
financial administration. Goods or services from such activities can be provided
either to outside parties (enterprise funds) or to other departments or agencies
primarily within the government (internal service funds).

Fiduciary funds are used to account for assets held on behalf of outside parties,
including other governments, or on behalf of other funds within the government. The
Village utilizes a pension trust fund which is generally used to account for assets that
the Village holds in a fiduciary capacity and agency funds to account for assets that
the Village holds in an agent capacity.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the
statement of activities) report information on all of the nonfiduciary activities of the
Village. The effect of material interfund activity has been eliminated from these
statements. Interfund services provided and used are not eliminated on these
statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities,
which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a
given function, segment or program are offset by program revenues. Direct expenses
are those that are clearly identifiable with a specific function or segment. Program
revenues include (1) charges to customers or applicants who purchase, use or directly
benefit from goods, services or privileges provided by a given function or segment
and (2) grants and standard revenues that are restricted to meeting the operational or
capital requirements of a particular function or segment. Taxes and other items not
properly included among program revenues are reported instead as general revenues.
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VILLAGE OF OSWEGQO, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

c.  Government-Wide and Fund Financial Statements (Continued)

Separate financial statements are provided for governmental funds, proprietary funds
and fiduciary funds, even though the latter are excluded from the government-wide
financial statements. Major individual governmental funds and major individual
enterprise funds are reported as separate columns in the fund financial statements.

The Village reports the following major governmental funds:

The General Fund is the general operating fund of the Village and is used to
account for all financial resources of the Village unless accounted for in
another fund.

The Capital Projects Fund is used to account for the acquisition of capital
assets or construction of major capital projects not being financed by
proprietary funds.

The Debt Service Fund is used to account for the repayment of the Series
2006A, a portion of the 2009 general obligation bonds that are being repaid
with property and sales tax, a portion of the 2011, 2013, 2014 general
obligation refunding bonds, and the 2016 general obligation refunding bonds.
The Village has elected to report this fund as major.

The Tax Increment Financing Fund is used to account for the restricted
property tax revenues and expenditures directly related to the Tax Increment
Financing District established within the Village.

In addition, the Village reports the following major enterprise funds:

The Water and Sewer Fund is used to account for the revenues and expenses
related to the sale of water and sewer collection services to the Village’s
residents and other customers. This fund consists of two subfunds, Operating
and Capital.

The Garbage Fund accounts for the revenues and expenses related to waste
removal service provided to the Village’s residents and other customers.

The Village reports a pension trust fund as a fiduciary fund to account for the Police
Pension Fund. Agency funds are used to account for the subdivision escrow and
agency funds.
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VILLAGE OF OSWEGQO, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

d.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund
and fiduciary fund financial statements (except the agency funds which do not have a
measurement focus). Revenues and additions are recorded when earned and expenses
and deductions are recorded when a liability is incurred. Property taxes are
recognized as revenues in the year for which they are levied (i.e., intended to
finance). Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met. Operating revenues/expenses
include all revenues/expenses directly related to providing enterprise fund services.
Incidental revenues/expenses are reported as non-operating.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the current
period or soon enough thereafter to pay liabilities of the current period. The Village
considers revenues to be available if they are collected within 60 days of the end of
the current fiscal period, except for sales taxes and telecommunication taxes which
use a 90-day period. Expenditures generally are recorded when a fund liability is
incurred. However, debt service expenditures are recorded only when payment is
due.

Property taxes, sales and telecommunication taxes owed by the state at year end,
franchise fees, licenses, court fines, charges for services and interest associated with
the current fiscal period are all considered to be susceptible to accrual and are
recognized as revenues of the current fiscal period. Other fines and permit revenue
are considered to be measurable and available only when cash is received by the
Village.

In applying the susceptible to accrual concept to intergovernmental revenues (i.e.,
federal and state grants), the legal and contractual requirements of the numerous
individual programs are used as guidance. There are, however, essentially two types
of these revenues. In one, monies must be expended on the specific purpose or
project before any amounts will be paid to the Village; therefore, revenues are
recognized based upon the expenditures/expenses recorded. In the other, monies are
virtually unrestricted as to purpose of expenditure/expense and are generally
revocable only for failure to comply with prescribed eligibility requirements, such as
equal employment opportunity. These resources are reflected as revenues at the time
of receipt or earlier if they meet the availability criterion.
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NOTES TO FINANCIAL STATEMENTS (Continued)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

d.

Measurement Focus, Basis of Accounting and Financial Statement Presentation
(Continued)

The Village reports deferred/unearned/unavailable revenue on its financial
statements. Deferred/unearned/unavailable revenues arise when a potential revenue
does not meet both the measurable and available or earned criteria for recognition in
the current period. Deferred/unearned/unavailable revenues also arise when resources
are received by the Village before it has a legal claim to them or prior to the
provision of services, as when grant monies are received prior to the incurrence of
qualifying expenditures/expenses. In subsequent periods, when both revenue
recognition criteria are met, or when the Village has a legal claim to the resources,
the liability or deferred inflow of resources for deferred/unearned/unavailable
revenue is removed from the financial statements and revenue is recognized.

Cash and Cash Equivalents

Cash and cash equivalents are defined as cash on hand and in interest-bearing and
non-interest-bearing checking accounts and cash with paying agent.

Investments

Investments of the Village consist of money market accounts, certificates of deposit
with various local financial institutions, various marketable securities, pooled
investments and insurance company annuity contracts. Investments with a maturity
date of less than one year from the date of purchase are recorded at cost or amortized
cost, which approximates fair value. Investments with a maturity greater than one
year when purchased are stated at fair value. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.

The Village categorizes the fair value measurements within the fair value hierarchy
established by generally accepted accounting principles. The hierarchy is based on
the valuation inputs used to measure the fair value of the asset. Level 1 inputs are
quoted prices in active markets for identical assets; Level 2 inputs are significant
other observable inputs; and Level 3 inputs are significant unobservable inputs.

Interfund Receivables/Payables

During the course of operations, numerous transactions occur between individual
funds for goods provided or services rendered (interfund services). These receivables
and payables are classified as “due from other funds” or “due to other funds” on the
financial statements as are short-term interfund loans. Long-term interfund loans, if
any, are classified as advances to/from other funds.
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NOTES TO FINANCIAL STATEMENTS (Continued)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

h.

Prepaid Items/Expenses

Payments made to vendors for services that will benefit periods beyond the date of
this report are recorded as prepaid items/expenses using the consumption method.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate
section for deferred outflows of resources. This separate financial statement element,
deferred outflows of resources, represents a consumption of net assets that applies to
a future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. In addition to liabilities, the statement of financial
position will sometimes report a separate section for deferred inflows of resources.
This separate financial statement element, deferred inflows of resources, represents
an acquisition of net assets that applies to a future period(s) and so will not be
recognized as an inflow of resources (revenue) until that time.

Capital Assets

Capital assets, which include property, plant, equipment and infrastructure assets
(e.g., roads, bridges, storm sewers and similar items), are reported in the applicable
governmental or business-type activities columns in the government-wide financial
statements. Capital assets are defined by the Village as assets with an initial,
individual cost of more than $10,000 and an estimated useful life in excess of one
year. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at acquisition value at
the date of donation. The Village has reported its retroactive infrastructure assets in
these financial statements for governmental activities. The costs of normal
maintenance and repairs, including street overlays that do not add to the value or
service capacity of the asset or materially extend asset lives, are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are
constructed. Interest incurred during the construction phase of capital assets of
business-type activities is included as part of the capitalized value of the assets
constructed. Property, plant and equipment are depreciated using the straight-line
method over the following estimated useful lives:

Years
Buildings 40
Vehicles 3-7
Equipment 5-10
Infrastructure 25-75
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NOTES TO FINANCIAL STATEMENTS (Continued)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

K.

Compensated Absences

Vested or accumulated vacation leave related to employees that have retired or
terminated at year end but are not yet paid out is reported as an expenditure and a
fund liability of the governmental fund (General Fund) that will pay it. Vested and
accumulated vacation leave of the proprietary funds and governmental activities is
recorded as an expense and liability as the benefits accrue to employees. Sick leave
does not vest and, therefore, is not recorded as a liability, except for a few employees
with specific employment contracts that specify their unused sick leave can be used
to pay health insurance premiums after retirement from the Village. These amounts
are recorded as liabilities of the governmental activities.

Long-Term Obligations

In the government-wide financial statements and proprietary funds in the fund
financial statements, long-term debt and other long-term obligations are reported as
liabilities in the applicable governmental activities, business-type activities or
proprietary fund financial statements. Bond premiums and discounts are deferred and
amortized over the life of the bonds. Bonds payable are reported net of the applicable
bond premium or discount. Bond issuance costs are reported as expenses.

In the fund financial statements, governmental funds recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount
of debt issued is reported as other financing sources. Premiums received on debt
issuances are reported as other financing sources while discounts on debt issuances
are reported as other financing uses. Issuance costs, whether or not withheld from the
actual debt proceeds received, are reported as expenditures.

Fund Balances/Net Position

In accordance with the Village’s fund balance policy, in the fund financial
statements, governmental funds report nonspendable fund balance for amounts that
are either not in spendable form or legally or contractually required to be maintained
intact. Restrictions of fund balance are reported for amounts constrained by legal
restrictions from outside parties for use for a specific purpose, or externally imposed
by outside entities or from enabling legislation adopted by the Village. Committed
fund balance is constrained by formal actions of the Village’s Board of Trustees,
which is considered the Village’s highest level of decision-making authority. Formal
actions include ordinances approved by the Board of Trustees. Assigned fund
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1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

m.

Fund Balances/Net Position (Continued)

balance represents amounts constrained by the Village’s intent to use them for a
specific purpose. The Village Board of Trustees has the authority to assign fund
balance. The General Fund reports assigned fund balance “Assigned - Working
Cash” of 35% of annual budgeted expenditures. Any residual fund balance in the
General Fund, including fund balance targets and any deficit fund balance of any
other governmental fund is reported as unassigned.

In the government-wide financial statements, restricted net position are legally
restricted by outside parties for a specific purpose. Net investment in capital assets is
the book value of the capital assets net of any debt outstanding that was issued to
construct or acquire the capital assets.

The Village’s flow of funds assumption prescribes that the funds with the highest
level of constraint are expended first. If restricted or unrestricted funds are available
for spending, the restricted funds are spent first. Additionally, if different levels of
unrestricted funds are available for spending, the Village considers committed funds
to be expended first followed by assigned funds and then unassigned funds.

Interfund Transactions

Interfund services are accounted for as revenues, expenditures or expenses in the
effected funds. Transactions that constitute reimbursements to a fund for
expenditures/expenses initially made from it that are properly applicable to another
fund, are recorded as expenditures/expenses in the reimbursing fund and as
reductions of expenditures/expenses in the fund that is reimbursed. All other
interfund transactions are reported as transfers.

Accounting Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amount of
revenues and expenditures/expenses during the reporting period. Actual results could
differ form those estimates.
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VILLAGE OF OSWEGQO, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

2.  CASH AND INVESTMENTS

The Village’s investment policy authorizes the Village to make deposits/invest in insured
commercial banks, savings and loan institutions, obligations of the U.S. Treasury and U.S.
agencies, insured credit union shares, money market mutual funds with portfolios of
securities issued or guaranteed by the United States Government or agreements to
repurchase these same obligations, repurchase agreements, short-term commercial paper
rated within the three highest classifications by at least two standard rating services and
[llinois Funds.

It is the policy of the Village to invest its funds in a manner which will provide the highest
investment return with the maximum security while meeting the daily cash flow demands
of the Village and conforming to all state and local statutes governing the investment of
public funds, using the “prudent person” standard for managing the overall portfolio. The
primary objective of the policy is legality, safety (preservation of capital and protection of
investment principal), liquidity and yield.

Village Deposits with Financial Institutions

Custodial credit risk for deposits with financial institutions is the risk that in the event of
bank failure, the Village’s deposits may not be returned to it. The Village’s investment
policy requires pledging of collateral with a fair value of 110% of all bank balances in
excess of federal depository insurance with the collateral held by an independent third party
or by the Federal Reserve Bank.

Village Investments

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

Investment Maturities (in Years)

Fair Less Greater
Investment Type Value than 1 1-5 5-10 than 10
U.S. Treasury
obligations $ 508222 $ 163,793 $ 344429 $ - 3 -
U.S. agency obligations 853,383 - 569,864 - 283,519
Negotiable CDs 3,715,993 2,970,867 745,126 - -
TOTAL $ 5077598 $ 3134660 $ 1659419 $ - $ 283519

The Village has the following recurring fair value measurements as of April 30, 2017, the
U.S. Treasury obligations, U.S. agency obligations and certificates of deposit are valued
using a multi-dimensional relational model (Level 2 inputs).
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2.  CASH AND INVESTMENTS (Continued)
Village Investments (Continued)

In accordance with its investment policy, the Village limits its exposure to interest rate risk
by structuring the portfolio to provide liquidity for operating funds and maximizing yields
for funds not needed within a one-year period. The investment policy limits the maximum
maturity length of investments to 20 years from the date of purchase, except if matched to
anticipated cash flow requirement (e.g., bond proceeds).

The Village limits its exposure to credit risk, the risk that the issuer of a debt security will
not pay its par value upon maturity, by primarily investing in obligations guaranteed by the
United States Government or securities issued by agencies of the United States Government
that are explicitly or implicitly guaranteed by the United States Government. lllinois Funds
is rated AAA by Standard and Poor’s. The U.S. agency obligations are rated AAA by
Moody’s. The negotiable CD’s are not rated.

Custodial credit risk for investments is the risk that, in the event of the failure of the
counterparty to the investment, the Village will not be able to recover the value of its
investments that are in possession of an outside party. To limit its exposure, the Village’s
investment policy requires all security transactions that are exposed to custodial credit risk
to be processed on a delivery versus payment (DVP) basis with the underlying investments
held by a third party acting as the Village’s agent separate from where the investment was
purchased in the Village’s name. Illinois Funds are not subject to custodial credit risk.

Illinois Funds is an investment pool managed by the State of lllinois, Office of the
Treasurer, which allows governments within the state to pool their funds for investment
purposes. Investments in Illinois Funds are valued at Illinois Funds’ share price, the price
for which the investment could be sold.

Concentration of credit risk - The Village’s investment policy does not limit the amount of
the portfolio that can be invested in any one investment vehicle but does require reasonable
diversification of the portfolio.

3.  RECEIVABLE - TAXES

Property taxes for 2016 attach as an enforceable lien on January 1, 2016, on property
values assessed as of the same date. Taxes are levied by December of the subsequent fiscal
year (by passage of a tax levy ordinance). Tax bills are prepared by the County and issued
on or about May 1, 2017, and are payable in two installments, on or about June 1, 2017 and
September 1, 2017. The County collects such taxes and remits them periodically. Because
the 2016 levy is intended to finance the fiscal year ending April 30, 2018, it has been offset
by unavailable/deferred revenue at April 30, 2017. The 2017 tax levy, which attached as an
enforceable lien on property as of January 1, 2017, has not been recorded as a receivable as
of April 30, 2017, as the tax has not yet been levied by the Village and will not be levied
until December 2017 and, therefore, the levy is not measurable at April 30, 2017.
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VILLAGE OF OSWEGQO, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

4.  NOTES RECEIVABLE - ECONOMIC DEVELOPMENT

The Village established the Economic Development Fund to account for funds which are to
be loaned to new or expanding local business ventures which enhance economic
development of the Village. Proceeds (principal and interest) received from such economic
development loans made by the Village are to be used to capitalize a revolving economic
development loan fund. The following represents the outstanding balances as of April 30,
2017:

During fiscal year 2013, the Village entered into an installment note with the
Firehouse Pizza & Pub, LLC in the amount of $130,000. The note is payable in
monthly installments of $1,260 through February 2022, which includes 3% interest
on the unpaid balance. The outstanding balance of this note as of April 30, 2017 was
$70,851.

During fiscal years 2016 and 2017, the Village entered into installment notes with the
AHB 345 Enterprises, LLC in the total amount of $200,000. The note is payable in
monthly installments of $2,000 through August 2025, which includes 3% interest on
the unpaid balance. The outstanding balance of this note as of April 30, 2017 was
$178,333.

During fiscal years 2016 and 2017, the Village entered into installment notes with the
Sage’s Meat Market in the total amount of $75,000. The note is payable in monthly
installments of $1,350 t