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INDEPENDENT AUDITOR’S REPORT 

 
 
To the President 
 and Members of the Board of Trustees 
  Northern Moraine Wastewater Reclamation District 
 

Report on the Financial Statements 

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 Northern Moraine 
Wastewater Reclamation District, Illinois as of and for the year ended April 30, 2016, which collectively 
comprise the District’s basic financial statements as listed in the accompanying 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 involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements.  The procedures selected depend on the auditor‘s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error.  In making those risk assessments, the auditor considers internal control relevant to the entity‘s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity‘s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall financial statement 
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.  

44 N. Walkup Ave. 
Crystal Lake, IL  60014 
T: 815-459-0700 
GRA-CPA.com 
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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 Northern Moraine Wastewater Reclamation 
District, Illinois as of April 30, 2016, 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 purposes of forming opinions on the financial statements that 
collectively comprise Northern Moraine Wastewater Reclamation District, Illinois' financial 
statements as a whole. The individual fund financial statements and schedules and other 
information listed as schedules and other supplementary information in the accompanying table of 
contents, are presented for purposes of additional analysis and are not a required part of the financial 
statements.  The individual fund financial statements and schedules and other information listed as 
schedules and other supplementary information in the accompanying table of contents are the 
responsibility of management and were derived from and relate directly to the underlying 
accounting and other records used to prepare the financial statements. The information has been 
subjected to the auditing procedures applied in the audit of the financial statements and certain 
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 financial statements as a whole. 
 
The introductory and statistical sections have not been subjected to the auditing procedures applied 
by us in the audit of the basic financial statements and, accordingly, we do not express an opinion or 
provide any assurance on it. 

 
George Roach & Associates, P.C. 
Crystal Lake, Illinois 
July 27, 2016 
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
APRIL 30, 2016 
 
As management of the Northern Moraine Wastewater Reclamation District (District), we offer 
readers of the District's statements this narrative overview and analysis of the financial activities 
of the District for the fiscal year ended April 30, 2016. 

FINANCIAL HIGHLIGHTS 

• The assets of the District exceeded its liabilities and deferred inflows at April   
  30, 2016 by $10,604,902 (net position). 

• The District's total net position increased by $660,082. 

 • At April 30, 2016, the District's governmental funds reported combined  
   ending fund balances of $325,047, an increase of $33,667 in comparison with  
  the prior year. 

• At April 30, 2016, the fund balance for the General Fund was $317,011. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This discussion and analysis is intended to serve as an introduction to the District's basic financial 
statements.  The District's basic financial statements are comprised of three components: 1) 
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial 
statements.  This report also contains other supplementary information in addition to the basic 
financial statements themselves. 

Government-wide financial statements   

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

The Statement of Net Position   

Accrual Basis presents information on all of the District's assets and liabilities, with the difference 
between the two 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 District is improving or 
deteriorating. 

The Statement of Activities   

Accrual Basis presents information showing how the District's net position changed during the 
most recent fiscal year.  All changes in net position are reported on the accrual basis. 

 
The government-wide financial statements show functions of the District that are principally 
supported by taxes, fees, and other revenues (governmental activities).  The District does conduct 
functions intended to recover all or a significant portion of their costs through user fees and 
charges (business-type activities).  The governmental activities of the District include providing 
general governmental administrative services.  The District conducts business-type  

3



NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
APRIL 30, 2016 

OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED) 

activities by providing wastewater treatment to residences within their planning area. 

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 District, like other state and local 
governments, uses fund accounting to ensure and demonstrate compliance with finance-related 
legal requirements.  

Governmental 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.  Such information may be useful in evaluating a 
government's near-term financing requirements. 

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 District's near-term 
financing decisions.  Both the governmental fund Balance Sheet — Modified Accrual Basis and 
the governmental fund Statement of Revenues, Expenditures, and Changes in Fund Balances — 
Modified Accrual Basis provide a reconciliation to facilitate this comparison between 
governmental funds and governmental activities. 

The District maintains two individual governmental funds.  The General Fund is used to account 
for funds received from general property taxes and other general revenue, and to account for 
expenditures made for general District purposes.  The Audit Fund is used to account for funds 
received from audit taxes and fees and to account for expenditures made for audit service 
purposes. 

Information is presented separately in the governmental fund Balance Sheet - Modified Accrual 
Basis and in the governmental fund Statement of Revenues, Expenditures, and Changes in Fund 
Balances —Modified Accrual Basis for the General Fund and the Audit Fund. 

Notes to the financial statements 

The notes provide additional information that is essential to a full understanding of the data 
provided in the government-wide and fund financial statements. 
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
APRIL 30, 2016 

OVERVIEW OF THE FINANCIAL STATEMENTS (CONCLUDED) 

Other information 

In addition to the basic financial statements and accompanying notes, this report also presents 
certain required supplementary information concerning the District's progress in meeting its 
obligation to provide as fully adequate as possible services to all of its residents. 

The District adopts an annual budget and appropriation ordinance that includes both the General 
Fund and the Audit Fund.  A budgetary comparison statement has been provided for each fund 
to demonstrate compliance with the adopted budget and appropriation ordinance. 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 

As noted earlier, net position may serve over time as a useful indicator of a government's financial 
position. In the case of the District, assets exceeded liabilities and deferred inflows by $10,604,902 
at April 30, 2016.  The largest portion of the District's net position reflects its investment in capital 
assets (e.g., land, land improvements, buildings, furniture and equipment, computer equipment, 
and vehicles); less any related debt used to acquire those assets that is still outstanding.  The 
District uses these capital assets to provide services to citizens; consequently, these assets are not 
available for future spending.  Although the District's investment in its capital assets is reported 
net of related debt, it should be noted that the resources needed to repay this debt must be 
provided from other sources, since the capital assets themselves cannot be used to liquidate these 
liabilities. 

An additional portion of the District's net position represents resources that are subject to external 
restrictions on how they may be used.  The remaining balance of unrestricted net position may 
be used to meet the District's ongoing obligations to citizens and creditors. 
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
APRIL 30, 2016 
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED) 

4/30/2016 04/30/15

Current and Other Assets 5,534,682$    5,027,732$    

Fixed Assets 10,736,945    10,891,960    

       Total Assets 16,271,627$  15,919,692$  

Bonds Payable 5,385,000$    5,695,000$    

Bond discounts (133,324)         (144,434)         

Other Liabilities 261,201          260,952          

       Total Liabilities 5,512,877       5,811,518       

Deferred Inflows -- property taxes 153,848          163,354          

Net Position:

Net Investment in Capital Assets 9,122,913       5,196,960       

Restricted 3,095,140       3,099,103       

Unrestricted (1,613,151)     1,648,757       

       Total Net Position 10,604,902$  9,944,820$    

Statement of Net Position

Government-wide  Activities

 
Government-wide activities increased the District's net position by $660,082. The key elements of 
the increase are as follows: 

Government-wide Activities

4/30/2016 4/30/2015

Revenues

   Proprietary activities 2,304,173$     2,205,819$  

   General Revenues

       Property Taxes 164,642          188,772        

       Replacement Taxes 1,532               1,512            

       Other 180,174          19,651          

       Interest 19,469             26,923          

           Total Revenues 2,669,990       2,442,677    

Expenses

   General Government 133,321          129,085        

   Proprietary activities 1,775,235       1,947,040    

   Debt Service 171,033          178,035        

           Total Expenses 2,079,589       2,254,160    

Increase/(Decrease) in Net Position 590,401          188,517        

Net Position - Beginning of Year 9,944,820       9,561,823    

Contributed Capital 69,681             194,480        

Net Position - End of Year 10,604,902$  9,944,820$  
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
APRIL 30, 2016 

General 
Government, 
$133,321 , 7%

Proprietary Activities, 
$1,775,235 , 85%

Debt Service, 
$171,033 , 8%

2016 EXPENSES
ROUND TO NEAREST PERCENT

Proprietary Activities, 
$2,304,173 , 86%

Replacement 
Taxes, $1,532 , 0%

Property Taxes, $164,642 , 6%

Interest, $19,469 , 
1%

Other Income, $180,174 , 7%

2016 REVENUES
ROUND TO NEAREST PERCENT
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
APRIL 30, 2016 

FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS 
As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with 
finance-related legal requirements. 

Governmental funds 

The focus of the District's governmental funds is to provide information on near-term inflows, 
outflows, and balances of spendable resources.  Such information is useful in assessing the 
District's financing requirements.  In particular, unreserved fund balance may serve as a useful 
measure of the District's net resources available for spending at the end of the fiscal year. 

At April 30, 2016, the District's governmental funds reported combined ending, fund balances of 
$325,047, an increase of $33,667 in comparison with the prior year. 

General Fund (Corporate Fund) 

The focus of the District's General Fund is to provide information on the revenues and 
expenditures of the funds that the District receives from its corporate property tax levy and from 
other unrestricted sources such as personal property replacement taxes, foreign fire insurance 
taxes, and interest on bank deposits, and associated expenditures. 

The General Fund balance at April 30, 2016 was $317,011, which was an increase of $33,796 during 
the year ended April 30, 2016. 

Audit Fund 

The focus of the District's Audit Fund is to provide information on the revenues and expenditures 
of the funds that the District receives from its property tax levy, interest on bank deposits, and 
associated expenditures. 

The Audit Fund balance at April 30, 2016 was $8,036, which was a decrease of $129 during the 
year ended April 30, 2016. 

GENERAL FUND BUDGETARY HIGHLIGHTS 

The District did not amend its budget and appropriations ordinance for the fiscal year ended April 
30, 2016, therefore, the amounts shown as original and final appropriations are the same. 
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
APRIL 30, 2016 
 
Proprietary funds   

The focus of the District's proprietary fund is to provide the same type of information found in 
the government-wide financial statements, but in more detail.  

 
At April 30, 2016, the District's proprietary fund reported ending net position of $10,279,855, an 
increase of $626,415 in comparison with the prior year. 

 

CAPITAL ASSETS AND DEBT ADMINISTRATION 

Capital assets   

The District's investment in capital assets for its proprietary activities as of April 30, 2016 amounts 
to $10,736,945 (net of accumulated depreciation).  This investment in capital assets includes land, 
land improvements, infrastructure, buildings, furniture and equipment, computer equipment, 
and vehicles. The total decrease in the District's investment in capital assets for the year ended 
April 30, 2016 was $155,015, attributable to the purchase of various assets offset by depreciation 
and disposals. 
 

Capital Assets

Balance Balance 
Fixed Assets May 1, 2015 Increases Decreases April 30, 2016

Sewerage Operations & Maintenance Fund

     Land 1,076,505$       -$                   -$                   1,076,505$       

    Construction in progress 259,864             381,815        -                     641,679             

    Building & improvements 2,034,947          5,085            -                     2,040,032          

    System infrastructure 15,455,613       84,517          15,000          15,525,130       

    Furniture & equipment 995,013             39,565          69,418          965,160             

         Total Fixed Assets 19,821,942       510,982        84,418          20,248,506       

         Less: Accumulated Depreciation 8,929,982          665,997        84,418          9,511,561          

              Fixed Assets (Net) 10,891,960$     (155,015)$    -$                   10,736,945       
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
APRIL 30, 2016 
 

 

 

Long-term debt   

At April 30, 2016, the District had one bond issue outstanding consisting of current principal due 
of $320,000 and long-term due of $5,065,000.  The bond proceeds are being used to fund 
additional infrastructure and construction projects. 

 
 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES 

The Trustees of the District considered the following factors in preparing the budget and 
appropriations ordinance for the District, which was adopted for the 2015-16 fiscal year: 

 
• The equalized assessed valuation (EAV) for the District for 2015 is 

$242,827,546. This represents an increase in EAV of $11,985,618 in 
comparison with the prior year. 

Land , $1,076,505 
Construction in Progress, 

$641,679 

Buildings, 
$2,040,032 

System 
Infrastructure, 

$15,525,130 

Furniture & Equipment, 
$965,160 

CAPITAL ASSETS
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
APRIL 30, 2016 
 
REQUESTS FOR INFORMATION 
This financial report is designed to provide a general overview of the District's finances for all 
those with an interest in the District's finances.  Questions concerning any of the information 
provided in this report or requests for additional financial information should be addressed to the 
District Manager, Northern Moraine Wastewater Reclamation District, P.O. Box 240, Island Lake, 
Illinois 60042. 
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BASIC FINANCIAL STATEMENTS



The accompanying notes are an integral part of these financial statements.

NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT            
Statement of Net Position
Year Ended April 30, 2016

Primary Government

Governmental Business-Type
Activities Activities Total

Assets
Cash 326,277$       4,415,912$        4,742,189$        
Accounts receivable -                     233,366             233,366             
Property tax receivable 153,848         -                         153,848             
Deposit with paying agent -                     405,279             405,279             
Fixed Assets -                     10,736,945        10,736,945        

Total Assets 480,125$       15,791,502$      16,271,627$      

Current Liabilities
Accounts payable 1,230$           124,044$           125,274$           
Accrued payroll -                     20,463               20,463               
Accrued interest -                     85,279               85,279               
Revenue Bonds -                     320,000             320,000             

Total Current Liabilities 1,230             549,786             551,016             

Noncurrent Liabilities
Deferred compensation -                     30,185               30,185               
Revenue bonds payable -                     5,065,000          5,065,000          
Revenue bond discount  -                     (133,324)            (133,324)            

Total Noncurrent Liabilities -                     4,961,861          4,961,861          

Total Liabilities 1,230             5,511,647          5,512,877          

Deferred Inflow -- Property taxes 153,848         -                         153,848             

Net Position
  Net Investment in capital assets -                     9,122,913          9,122,913          
  Restricted 8,036             3,087,104          3,095,140          
  Unrestricted 317,011         (1,930,162)         (1,613,151)         

Total Net Position 325,047$       10,279,855$      10,604,902$      
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The accompanying notes are an integral part of these financial statements.

NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT            
Balance Sheet - Governmental Funds
Year Ended April 30, 2016

General Audit 
Fund Fund Total

Assets
Cash 318,241$         8,036$             326,277$         
Property tax receivable 146,998           6,850               153,848           

Total Assets 465,239$         14,886$           480,125$         

Liabilities

Accounts payable/accruals 1,230$             -$                     1,230$             

Total Liabilities 1,230               -                       1,230               

Deferred Inflows - Property taxes 146,998           6,850               153,848           

Total Liabilities and Deferred Inflows 148,228           6,850               155,078           

Fund Balance
Nonspendable -                       -                       -                       
Restricted -                       8,036               8,036               
Committed -                       -                       -                       
Assigned -- capital improvements -                       -                       -                       
Unassigned 317,011           -                       317,011           

Total Fund Balance 317,011           8,036               325,047           

Total Liabilities, 
 Deferred Inflows, and Fund Balance 465,239$         14,886$           480,125$         
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The accompanying notes are an integral part of these financial statements.

NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT            
Statement of Revenues, Expenditures, and Changes in Fund Balance
Year Ended April 30, 2016

Governmental Fund Types

General Audit Total
Revenues

Property taxes 158,021$         6,621$             164,642$         
Replacement taxes 1,532               -                       1,532               
Other income 814                  -                       814                  

Total Revenue 160,367           6,621               166,988           

Expenditures
Personal services 12,800             -                       12,800             
Contractual services 109,136           6,750               115,886           
Commodities 3,478               -                       3,478               
Other 1,157               -                       1,157               

Total Expenditures 126,571           6,750               133,321           

Net Change in Fund Balance 33,796             (129)                 33,667             

Fund Balance
Fund balance, Beginning 283,215           8,165               291,380           

Total Fund Balance, Ending 317,011$         8,036$             325,047$         
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The accompanying notes are an integral part of these financial statements.

NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT            
Reconciliation of the Governmental Fund Balance to Statement of Net Position
Year Ended April 30, 2016

Total Fund Balances--Total Governmental Funds 291,380$               

Balances for modified accrual and accrual are the same -

Net Position of Governmental Activities 291,380$               
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The accompanying notes are an integral part of these financial statements.

NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT
Proprietary Fund - Statement of Net Position 
Year Ended April 30, 2016

Assets

Cash 4,415,912$           
Sewer billings receivable, net 233,366                
Deposit with paying agent 405,279                
Fixed assets (net of
  accumulated depreciation) 10,736,945           

Total Assets 15,791,502$         

Liabilities
Accounts payable/accruals 124,044$              
Accrued payroll 20,463                  
Accrued interest payable 85,279                  
Revenue bonds payable-current portion 320,000                
Revenue bonds payable-long term 5,065,000             
Revenue bonds-long term discount (133,324)              
Deferred compensation-long term 30,185                  

Total Liabilities 5,511,647             

Net Position
Net investment in capital assets 9,122,913             
Restricted for:

Capital Improvements 3,087,104             
Unrestricted (1,930,162)           

Total Net Position 10,279,855           

Total Liabilities and Net Position 15,791,502$         
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The accompanying notes are an integral part of these financial statements.

NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT            
Proprietary Fund - Statement of Revenues, Expenses, and Changes in Net Position
Year Ended April 30, 2016

Sewerage
Enterprise

Fund
Revenues

Sewer charges 2,093,104$          
Penalties 85,890                 
Permit fees 2,400                   
Connection fees 107,779               
Engineering reviews 15,000                 

Total Revenues 2,304,173            

Expenses
Personnel 620,642               
Contractual service 390,983               
Commodities 74,377                 
Other expenditures 12,126                 

Total Expenses 1,098,128            

Operating Income Before Depreciation/Amortization 1,206,045            

Less:  Depreciation/Amortization 677,107               

Operating Income (Loss) 528,938               

Non-Operating Income (Expense)
Interest expense and fees (171,033)             
Market gains 179,360               
Interest income 19,469                 

Total Non-operating Income/(Expense) 27,796                 

Net Income (Loss) 556,734               

Net Position
Balance, beginning of year 9,653,440            
Capitalized connection fees 69,681                 

Total Net Position 10,279,855$        
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The accompanying notes are an integral part of these financial statements.

NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT            
Proprietary Fund - Statement of Cash Flows
Year Ended April 30, 2015

Sewerage
Enterprise

Fund

Cash received from customers and users 2,293,248$           

Cash paid to suppliers (495,601)               

Cash and benefits paid for employees (620,642)               

Net Cash Provided by Operating Activities 1,177,005             

System additions (510,982)               

Net Cash Flows Provided by Investing Activities (510,982)               

Interest income 19,469                  
Market gains 179,360                

Bond discounts 11,110                  

Bond interest and fees (171,033)               

Bond/note payments, net (310,000)               

Net Cash Flows Provided by Capital and Financing Activities (271,094)               

Net Increase (Decrease) in Cash 394,929                

Connection Fees Capitalized 69,681                  

Cash at Beginning of Year 3,951,302             

Cash at End of Year 4,415,912$           

Reconciliation of Operating Income to
Net Cash Provided by Operating Activities:

Operating income (loss) for the year 528,938$              
Depreciation 665,997                
(Increase) decrease in accounts receivable (10,925)                 
(Increase) decrease in deposits (6,900)                   
Increase (decrease) in deferred compensation (1,279)                   
Increase (decrease) in accounts payable 446                       
Increase (decrease) in accrued payroll 3,828                    
Increase (decrease) in accrued interest (3,100)                   

Net Cash Provided by Operating Activities 1,177,005$           

Cash payments for interest and made during the year were $170,558.

Cash Flows from Operating Activities

Cash Flows from Investing Activities

Cash Flows from Capital and Financing Activities
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NOTES TO THE BASIC

 FINANCIAL STATEMENTS



NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 
Notes to Financial Statements 
Year ended April 30, 2016 

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The accounting policies of the Northern Moraine Wastewater Reclamation District (the District) 
conform to accounting principles generally accepted in the United States of America (GAAP) as 
applicable to governmental units.  The following is a summary of the significant accounting 
policies used by the District. 

 

REPORTING ENTITY  
The District has developed criteria to determine whether outside agencies with activities that 
benefit the citizens of the District should be included within its financial reporting entity.  The 
criteria include, but are not limited to, whether the District exercises oversight responsibility on 
financial interdependency, selection of governing authority, designation of management, ability 
to significantly influence operations and accountability for fiscal matters, scope of public service 
and special financial relationships. 

 

GOVERNMENT-WIDE 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 non-fiduciary activities of the primary government 
and its component units.  For the most part, the effect of interfund activity has been removed 
from these statements. Governmental activities, normally supported by taxes and 
intergovernmental revenues, are reported separately from business type activities, which rely 
significantly on fees and charges for support.  Likewise, the primary government is reported 
separately from certain legally separate component units for which the primary government is 
financially accountable. 

 
The statement of activities demonstrates the degree to which the direct expenses of a given 
function or identifiable activity are offset by program revenues. Direct expenses are those that are 
clearly identifiable with a specific function or segment.  Program revenues include: (a) charges to 
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges 
provided by a given function or identifiable activity; and (b) grants and contributions that are 
restricted to meeting the operational or capital requirements of a particular function or 
identifiable activity.  Taxes and other items not properly included among program revenues are 
reported instead as general revenue. 

 
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. 
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 
Notes to Financial Statements 
Year ended April 30, 2016 
 

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

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.  Revenue is recognized when earned and expenses are recognized 
when a liability is incurred, regardless of the timing of related cash flows.  Property taxes are 
recognized as revenue in the year for which they are levied.  Grants and similar items are 
recognized as revenue as soon as all eligibility requirements imposed by the provider have been 
met. 
 
Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting.  Revenue is recognized as soon 
as it is both measurable and available.  Revenue is considered to be available if it is collected 
within the current period or soon enough thereafter to pay liabilities of the current period.  For 
this purpose, the District considers revenues to be available if they are collected within 60 days 
of the end of the current fiscal period.  Expenditures generally are recorded when a liability is 
incurred, as under accrual accounting. However, debt service expenditures, expenditures relating 
to compensated absences, and claims and judgments are recognized only when payment is due. 

 
Property taxes, state-shared revenue, licenses, and interest associated with the current fiscal 
period are all considered to be susceptible to accrual and so have been recognized as revenues of 
the current fiscal period.  Only the portion of special assessments receivable due within the 
current fiscal period is considered to be susceptible to accrual as revenue of the current period.  
All other revenue items are considered to be available only when cash is received by the District. 

 
The government reports the following major governmental funds: 
 
The General Fund is the District’s primary operating fund.  It accounts for all financial resources 
of the general government, except those required to be accounted for in another fund. 
 
The government reports the following major proprietary funds: 
 
The Sewer O&M Fund is used to account for the treatment of sewerage of the District’s citizens.  
User charges to customers account for substantially all of the revenue of this fund. 
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 
Notes to Financial Statements 
Year ended April 30, 2016 
 

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

CASH 
Many of the District's funds combine their cash in a common cash account included in the general 
fund where available cash is invested.  No interest is earned from commingled checking in the 
general fund. 
 
For purposes of cash and cash equivalent determination, Northern Moraine Wastewater 
Reclamation District considers all cash, investments, investments in Illinois Funds, and short-
term Certificates to be cash equivalents. 
 

INVESTMENTS 
Investment balances consist of savings account balances, certificates of deposit, investments in 
government securities, and shares in the Illinois Funds.  Investment cost or amortized cost of 
investments approximate market value.  The funds included in the Pool participate in the 
earnings of the Pool in proportion to their average balance therein.  Should any of these funds 
have an average deficit in the Pool, they are charged interest accordingly. 
 

RECEIVABLES AND REVENUE RECOGNITION 
Property taxes receivable are recognized at the time they are levied.  Property taxes are levied 
and attached as an enforceable lien on property on January 1 and are payable in two installments 
on June 1 and September 1 subsequent to the year of levy.  The tax levy for 2015 property taxes 
was adopted November 10, 2015.  That portion of the property taxes which are not available for 
the current year's operations are shown as deferred revenue. 
 
Income from investments, accounts, and unbilled usage receivables are recognized when earned.  
Licenses and permits, fines and forfeits, fees and refunds, charges for service (other than 
enterprise funds), miscellaneous and other revenues are recorded as revenue when received in 
cash, as they are generally not measurable until actually received. 
 

FUND BALANCE CLASSIFICATIONS  
 
The governmental fund financial statements present fund balances based on classifications that 
comprise a hierarchy that is based primarily on the extent to which the District is bound to honor 
constraints on the specific purposes for which amounts in the respective governmental funds can 
be spent.  The classifications used in the governmental fund financial statements are as follows: 
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 
Notes to Financial Statements 
Year ended April 30, 2016 
 

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Nonspendable – This classification includes amounts that cannot be spent because they are either 
(a) not in spendable form or (b) are legally or contractually required to be maintained intact.  The 
District has classified prepaid items as being Nonspendable. 

 
Restricted – This classification includes amounts for which constraints have been placed on the 
use of the resources either (a) externally imposed by creditors (such as through a debt covenant), 
grantors, contributors, or laws or regulations of other governments, or (b) imposed by law 
through constitutional provisions or enabling legislation. 

 
Committed – This classification includes amounts that can be used only for specific purposes 
pursuant to constraints imposed by formal action of the District Board.  These amounts cannot be 
used for any other purpose unless the District Board removes or changes the specified use by 
taking the same type of action (ordinance or resolution) that was employed when the funds were 
initially committed.  This classification also includes contractual obligations to the extent that 
existing resources have been specifically committed for use in satisfying those contractual 
requirements.  The District did not have any committed resources as of April 30, 2016. 

 

Assigned - This classification includes amounts that are constrained by the District’s intent to be 
used for a specific purpose but are neither restricted nor committed.  This intent can be expressed 
by the District Board or through the District Board delegating this responsibility to the District 
manager through the budgetary process.  This classification also includes the remaining positive 
fund balance for all governmental funds except for the General Fund.  
 
Unassigned - This classification includes the residual fund balance for the General Fund and the 
amount established for Minimum Funding which represents the portion of the General Fund 
balance that has been established by the board to be used for debt service or in emergency 
situations. 
 
The Unassigned classification also includes negative residual fund balance of any other 
governmental fund that cannot be eliminated by offsetting of Assigned fund balance amounts. 
 
The District would typically use Restricted fund balances first, followed by Committed resources, 
and then Assigned resources, as appropriate opportunities arise, but reserves the right to 
selectively spend Unassigned resources first to defer the use of these other classified funds. 
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 
Notes to Financial Statements 
Year ended April 30, 2016 
 

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONCLUDED) 

EQUITY CLASSIFICATIONS USED IN THE GOVERNMENT-WIDE FINANCIAL STATEMENTS  

 
Net Investment in Capital Assets – consists of the historical cost of capital assets less 
accumulated depreciation and less any debt that remains outstanding that was used to finance 
those assets. 
 
Restricted Net Position - This classification includes amounts for which constraints have been 
placed on the use of the resources either (a) externally imposed by creditors (such as through a 
debt covenant), grantors, contributors, or laws or regulations of other governments, or (b) 
imposed by law through constitutional provisions or enabling legislation.   
 
Unrestricted Net Position – all other net position is reported in this category. 
 

NOTE 2 – CASH AND INVESTMENTS 

 
The District's investment policies are governed by state statutes whereby District money must be 
deposited in FDIC - insured banks located within the state.  Permissible investments include 
demand accounts and certificates of deposits. 
 
The District's pooled and nonpooled deposits are categorized to give an indication of the level of 
risk assumed by the District at April 30, 2016.  The categories are described as follows: 
 

Category 1 Insured or collateralized with securities held by the entity or by its agent in 
the entity's name. 

Category 2 Collateralized with securities held by the pledging financial institution's 
trust department or agent in the entity's name. 

Category 3 Uncollateralized. 
 

                             Bank  Carrying 

                           1                    2                    3             Balance  Value 

 Pooled deposits 

    Checking/Savings 2,121,153$  2,621,152$  -$          4,742,305$  4,742,189$ 

 Totals 2,121,153$  2,621,152$  -$          4,742,305$  4,742,189$ 

Category

 
 
 
 

25



NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 
Notes to Financial Statements 
Year ended April 30, 2016 

 

NOTE 3 – PROPRIETARY FUND TYPE – PROPERTY AND EQUIPMENT 

The property and equipment of the proprietary type fund consists of: 
 

Proprietary Fund - Capital Assets

Balance Balance 

Fixed Assets May 1, 2015 Increases Decreases April 30, 2016

     Land 1,076,505$    -$            -$          1,076,505$     

    Construction in progress 259,864          381,815      -             641,679           

    Building & improvements 2,034,947       5,085          -             2,040,032        

    System infrastructure 15,455,613    84,517        15,000      15,525,130     

    Furniture & equipment 995,013          39,565        69,418      965,160           

     Total Fixed Assets 19,821,942    510,982      84,418      20,248,506     

       Less: Accumulated Depreciation 8,929,982       665,997      84,418      9,511,561        

              Fixed Assets (Net) 10,891,960$  (155,015)$  -$          10,736,945$   

 
The aggregate depreciation charged to operations is $665,997. 

 

NOTE 4 – RISK MANAGEMENT 

Significant losses are covered by commercial insurance for all major programs.  For insured 
programs, there have been no significant reductions in insurance coverage.  Settlement amounts 
have not exceeded insurance coverage for the current year or the three prior years. 
 

NOTE 5 – EXPENDITURES OVER APPROPRIATIONS 

No fund had expenditures that exceeded the appropriations.  
 

NOTE 6 – SEWERAGE – GENERAL OBLIGATION (ALTERNATE REVENUE BONDS) 

The Sewerage Alternate Revenue Bonds dated November 1, 2010 were issued during November 
2010 for the expansion of the treatment facilities.  The bonds are collateralized by the net revenue 
of the Northern Moraine Wastewater Reclamation District and will be paid each year beginning 
May 1, 2011, until retired.  The bonds carry interest rates ranging from 1.50% to 3.80% with 
interest payments on November 1 and May 1 of each year until the bonds are retired on May 1, 
2029.  The bond ordinance requires the establishment and maintenance of both a Depreciation 
Account and an Alternate Bond and Interest Account.  Debt service activity with principal and 
interest payments due in year ended April 30 are as follows: 
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 
Notes to Financial Statements 
Year ended April 30, 2016 
 

NOTE 6 – SEWERAGE – GENERAL OBLIGATION (ALTERNATE REVENUE BONDS) 
(CONCLUDED) 

 
Schedule of Debt Service Activity

Balance Balance Current 

Long-Term Debt 5/1/2015 Increases Decreases 4/30/2016 Portion

Bonds Dated November 1, 2010 5,695,000$    -$                    310,000$       5,385,000$  320,000$ 

              Total Long Term Debt 5,695,000$    -$                    310,000$       5,385,000$  320,000$ 

Long Term Debt Maturity Schedule

Bonds Dated November 1, 2010

Fiscal Year Outstanding April 30, 2016

Ended Due Principal Interest

4/30/2017 320,000$       170,558$       

4/30/2018 325,000         163,038         

4/30/2019 335,000         154,913         

4/30/2020 340,000         146,538         

4/30/2021 350,000         136,848         

4/30/2022 360,000         126,348         

4/30/2023 375,000         115,548         

4/30/2024 385,000         104,110         

4/30/2025 395,000         91,983            

4/30/2026 410,000         79,145            

4/30/2027 425,000         65,410            

4/30/2028 440,000         50,535            

4/30/2029 455,000         34,695            

4/30/2030 470,000         17,860            

Total Debt 5,385,000$    1,457,529$    

 
 

NOTE 7 – CONTINGENCIES 

The District is not aware of any pending litigation or potential non-disclosed liabilities that 
management believes would have a material adverse effect on the financial statements. 

 

NOTE 8 – SUBSEQUENT EVENTS 

The Organization has evaluated subsequent events through July 27, 2016, the date on which the 
financial statements were available to be issued. 
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 
Notes to Financial Statements 
Year ended April 30, 2016 

  

NOTE 9 – DEFERRED OUTFLOWS/INFLOWS OF RESOURCES 

As of these financial statements, the District has adopted GASB Statement No. 65, which 
redefined how certain financial statement elements are presented in the statement of financial 
position.  The elements are classified as follows: 

 
In addition to assets, the statement of financial 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 position or fund balance that applies to a future 
period(s) and thus, will not be recognized as an outflow of resources (expense/expenditure) until 
then.  The District has no items in this category. 

 
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 position or fund balance that applies to a 
future period(s) and so will not be recognized as an inflow of resources (revenue) until that time.  
The District has only one type of item, which arises only under a modified accrual basis of 
accounting that qualifies for reporting in this category. Accordingly, the item, unavailable 
revenue, is reported only in the governmental funds balance sheet. Deferred inflows of resources 
($153,848) reported in the governmental funds for unavailable revenues are all from property 
taxes to be received in the following year. 
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REQUIRED SUPPLEMENTARY INFORMATION



NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT
General Fund - Schedule of Revenues, Expenditures Changes in Fund Balance 
   -  Budget and Actual
Year Ended April 30, 2016

Budget Actual
Original Final Amounts

Revenues
Property taxes 158,389$         158,389$         158,021$         
Replacement tax 1,000               1,000               1,532               
Other income 100                  100                  814                  

Total Revenues 159,489           159,489           160,367           

Personnel Services
Salaries and payroll taxes 14,145             14,145             12,800             

Contractual Services
Maintenance equipment 1,538               1,538               475                  
Bank charges 103                  103                  -                      
General insurance/bonding 94,300             94,300             87,654             
Telephone 3,792               3,792               2,446               
Rental 102                  102                  -                      
Training/seminars 2,050               2,050               149                  
Travel/rentals 871                  871                  496                  
Software support 11,834             11,834             14,885             
Printing/publishing 1,281               1,281               1,325               
Legal services 10,250             10,250             1,706               

Total Contractual Services 126,121           126,121           109,136           

Commodities
Dues 3,075               3,075               1,975               
Website expenses 513                  513                  -                      
Office supplies 2,306               2,306               1,415               
Miscellaneous 272                  272                  88                    

Total Commodities 6,166               6,166               3,478               

Other Expense
Office Equipment over $500 2,050               2,050               1,157               

Total Commodities 8,488               8,488               1,157               

Total General Fund 148,482           148,482           126,571           

Net Change in Fund Balance 11,007$           11,007$           33,796             

Fund Balance

Fund balance, Beginning 283,215           

Total Fund Balance, Ending 317,011$         
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT
Audit Fund - Schedule of Revenues, Expenditures and Changes in Fund Balance 
  - Budget and Actual
Year Ended April 30, 2016

Budget

Actual

Original Final Amounts

Revenues

Property taxes 6,750$             6,750$             6,621$            

Total Revenues 6,750               6,750               6,621              

Expenditures

Audit fees 6,919               6,919               6,750              

Net Change in Fund Balance (169)$              (169)$               (129)               

Fund Balance

Fund balance, Beginning 8,165              

Total Fund Balance, Ending 8,036$            
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT
Proprietary Fund Types - Schedule of Expenditures 
  - Budget and Actual
Year Ended April 30, 2016

Budget
Actual

Original Final Amounts
Personnel Services

Salaries 588,310$          588,310$          495,752$          
Social security 43,920              43,920              36,239              
Employee insurance 104,140            104,140            88,651              

     Total Personnel Services 736,370            736,370            620,642            

Contractual Services
Maintenance--buildings 15,375              15,375              15,955              
Maintenance--vehicles 14,225              14,225              10,630              
Maintenance--equipment 52,890              52,890              17,292              
Maintenance--utility system 64,575              64,575              38,827              
Bank charges 8,713                8,713                10,194              
Travel 1,025                1,025                1,335                
Telephone 18,614              18,614              18,493              
Utilities 185,607            185,607            137,160            
Rental 1,230                1,230                206                   
Publications and subscriptions 615                   615                   499                   
Refunds 256                   256                   5                       
Sludge removal 25,625              25,625              22,479              
Training/Seminars 18,040              18,040              9,502                
Dues and memberships 2,050                2,050                1,519                
Postage 26,906              26,906              26,141              
Printing and publishing 6,150                6,150                6,596                
Permit fees 18,450              18,450              18,000              
Legal services 7,790                7,790                6,879                
Professional lab services 8,713                8,713                8,499                
Engineering services 8,713                8,713                306                   
Other professional services 46,228              46,228              28,042              
Julie locates 3,587                3,587                2,533                
Security system 11,275              11,275              9,891                

     Total Contractual Services 546,652            546,652            390,983            

Commodities
Gasoline/oil 12,300              12,300              5,654                
Maintenance supplies 14,350              14,350              2,847                
Office supplies 2,050                2,050                2,170                
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT
Proprietary Fund Types - Schedule of Expenditures 
  - Budget and Actual
Year Ended April 30, 2016

Budget
Actual

Original Final Amounts
Commodities (Continued)

Operating supplies 21,525              21,525              7,349                
Chemical expenses 46,125              46,125              39,274              
Lab supplies 7,687                7,687                11,427              
Vehicle supplies 1,025                1,025                262                   
Uniforms 820                   820                   509                   
Small tools 769                   769                   251                   
Safety equipment 9,225                9,225                3,335                
Miscellaneous equipment 6,662                6,662                1,299                

     Total Commodities 122,538            122,538            74,377              

Other Expenses
Office equipment 3,075                3,075                4,592                
Building improvements 11,788              11,788              7,425                
Capitalized treatment upgrade 565,270            565,270            -                        
Depreciation Expense -                       -                       665,997            
Amortization Expense -                       -                       11,110              
Miscellaneous  615                   615                   109                   

     Total Other Expenses 580,748            580,748            689,233            

Debt Service/Alternate Bond Fund Expenses

Bond principal 328,000            328,000            -                        
Interest expense 174,822            174,822            170,558            
Miscellaneous Expense 528                   528                   475                   

     Total Debt Service 503,350            503,350            171,033            
Total Expenditures 1,986,308$       1,986,308$       1,946,268$       
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OTHER SUPPLEMENTARY INFORMATION



NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 
Notes to Required Supplemental Information 
Year ended April 30, 2016 

 
 
The accounting policies of the District include the preparation of financial statements on the 
modified accrual basis of accounting.  The District also prepares its budget on the modified 
accrual basis of accounting. 
 
Under the modified accrual basis of accounting, revenue is recognized as soon as it is both 
measurable and available.  Revenue is considered to be available if it is collected within the 
current period or soon enough thereafter to pay liabilities of the current period.  General capital 
assets acquisitions are reported as expenditures in the governmental funds.  Proceeds from 
general long-term debt and acquisitions under capital leases are reported as other financing 
sources.  Expenditures generally are recorded when a liability is incurred, as under accrual 
accounting.  However; expenditures relating to compensated absences, debt service 
expenditures, and claims and judgments are recognized only when payment is due. 
 
Appropriation ordinances are adopted at the function level in the General Fund and total General 
Fund expenditures disbursed may not legally exceed the budgeted amount.  Appropriations 
lapse at year end unless specifically carried over. There were no carryovers to the following year. 
 
The District procedures in establishing the appropriation data reflected in the General Fund 
Financial Statements are presented below: 
 

• Prior to July 15th the District Board receives a proposed appropriation 
ordinance for the fiscal year commencing on May 1st.  The appropriation 
ordinance includes proposed expenditures and the means of financing them. 

 
• A public hearing is conducted at a public meeting to obtain taxpayers 

comments. 
 
• The appropriation ordinance is legally enacted through passage of an 

ordinance prior to July 31st. 
 
• The District Treasurer, in conjunction with the Board, is authorized to expend 

the un-expensed balance of any item or items of any general appropriation in 
making up any deficiency in any item or items of the same general 
appropriation. 

 
• The original appropriation ordinance was not amended during the fiscal year. 
 
• Formal budgetary integration is not employed as a management control device 

during the year for any fund. 
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NORTHERN MORAINE WASTEWATER RECLAMATION DISTRICT, ILLINOIS 
Notes to Required Supplemental Information 
Year ended April 30, 2016 

 
 

• Appropriation comparisons presented in the accompanying financial 
statements are prepared on the modified accrual and accrual basis of 
accounting.  Governmental funds utilize the modified accrual basis of 
accounting, and the business type funds use the accrual basis of accounting for 
both appropriation purposes and actual results. 

 
• Expenditures cannot legally exceed appropriations at the fund level. 
 
• All appropriations lapse at year-end. 
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July 27, 2016 

 

To the Board of Trustees 

Northern Moraine Wastewater Reclamation District 

Island Lake, Illinois   

 

In planning and performing our audit of the financial statements of Northern Moraine Wastewater 

Reclamation District, Illinois (the District) as of and for the year ended April 30, 2016, in accordance 

with auditing standards generally accepted in the United States of America, we considered its 

internal control over financial reporting (internal control) as a basis for designing our auditing 

procedures for the purpose of expressing our opinions on the financial statements, but not for the 

purpose  of  expressing  an  opinion  on  the  effectiveness  of  the  Districtʹs  internal  control.  

Accordingly, we do not express an opinion on the effectiveness of the Districtʹs internal control. 

 

Our  consideration  of  internal  control was  for  the  limited  purpose  described  in  the  preceding 

paragraph  and was  not  designed  to  identify  all  deficiencies  in  internal  control  that might  be 

significant deficiencies or material weaknesses and, therefore, there can be no assurance that all such 

deficiencies have been identified.  However, as discussed below, we identified certain deficiencies in 

internal control that we consider to be material weaknesses. 

 

A deficiency  in  internal control exists when  the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent 

or detect and  correct misstatements on a  timely basis.   A material weakness  is a deficiency, or 

combination of deficiencies,  in  internal  control  such  that  there  is a  reasonable possibility  that  a 

material misstatement of  the entityʹs  financial statements will not be prevented, or detected and 

corrected on a timely basis.  We consider the following deficiencies in the Districtʹs internal control 

to be material weaknesses: None noted. 

 

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is 

less severe than a material weakness, yet important enough to merit attention by those charged with 

governance.  We consider the following deficiencies in internal control to be significant deficiencies: 

Preparation of Financial Statements 

 

Management is responsible for the fair presentation of the financial statements in accordance with 

Generally Accepted Accounting Principles.  Preparing full financial statements includes drafting the 

individual fund statements, the government‐wide statements, and footnote disclosures. As  is the 

case with most small to medium size organizations, management relies on the auditor to prepare the 



 

 

full financial statements.   Current standards require that we provide this information to the Board 

in writing each year to ensure that the Board is aware of the relationship with the audit firm. 

 

Financial Statement Adjustments 

 

Management is responsible for the accuracy and completeness of all financial records.  This includes 

having controls over  the  financial  reporting process which serve  to prevent and detect errors  in 

financial reporting that ensure that the financial statements are free of material misstatements.  As is 

the case with most small to medium size organizations, management relies on the auditor to prepare 

year‐end adjustments.  Current standards require that we provide this information to the Board in 

writing each year to ensure that the Board is aware of the relationship with the audit firm. 

 

Segregation of Duties 

 

A critical element of internal control is that incompatible procedures in a control process be properly 

segregated.  This is accomplished when no one person handles all segments of a transaction from 

beginning  to  end.   While  this  is  the  principle,  in  reality,  the  personnel  constraints  of  many 

organizations do not always allow for ideal segregation of duties.  However, it is our responsibility 

as auditors to communicate this material weakness.  During the course of our audit, it was noted 

that certain processes and procedures did not have adequate segregation of duties over the areas 

listed below.  Management and the Board should determine if the benefits achieved by resolving 

these internal control deficiencies warrants the additional cost that would be required to remedy the 

current condition. 

 

This communication is intended solely for the information and use of management, the Board of 

Trustees and others within the District, and is not intended to be and should not be used by anyone 

other than these specified parties. 

 
George Roach & Associates, P.C. 

Crystal Lake, Illinois 

July 27, 2016 
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To the Board of Trustees 

Northern Moraine Wastewater Reclamation District 

Island Lake, Illinois   

 

We  have  audited  the  financial  statements  of  Northern Moraine Wastewater  Reclamation 

District,  Illinois  for  the year  ended April  30,  2016.   Professional  standards  require  that we 

provide you with  information about our responsibilities under generally accepted auditing 

standards, as well as certain information related to the planned scope and timing of our audit.  

We  have  communicated  such  information  in  our  engagement  letter  to  you.  Professional 

standards also require that we communicate to you the following information related to our 

audit. 

 

Significant Audit Findings 

Qualitative Aspects of Accounting Practices 

 

Management is responsible for the selection and use of appropriate accounting policies.  The 

significant  accounting  policies  used  by Northern Moraine Water  Reclamation  District  are 

described in Note 1 to the financial statements.  No new accounting policies were adopted and 

the application of existing policies was not changed during 2016.   We noted no transactions 

entered into by the District during the year for which there is a lack of authoritative guidance or 

consensus.  All significant transactions have been recognized in the financial statements in the 

proper period. 

Accounting estimates are an integral part of the financial statements prepared by management 

and are based on managementʹs knowledge and experience about past and current events and 

assumptions about future events.   Certain accounting estimates are particularly sensitive because 

of their significance to the financial statements and because of the possibility that future events 

affecting  them may  differ  significantly  from  those  expected.    The most  sensitive  estimates 

affecting the financial statements were: 

 

Managementʹs estimate of depreciation  is based on  their best approximation of  the various 

assets useful  lives  and  the  straight  line method  of depreciation.   We  evaluated  the  key 

factors  and  assumptions  used  to  develop  these  estimates  and have determined  they  are 

reasonable in relation to the financial statements taken as a whole. 



 

Certain financial statement disclosures are particularly sensitive because of their significance 

to financial statement users.  The most sensitive disclosure affecting the financial statements 

was: 

 

The disclosure of Cash and Investments in Note 2 to the financial statements is significant 

because of the large dollar amounts involved. 

 

The disclosures in the financial statements are neutral, consistent, and clear. 

 

Difficulties Encountered in Performing the Audit 

 

We encountered no significant difficulties  in dealing with management  in performing and 

completing our audit. 

 

Corrected and Uncorrected Misstatements 

 

Professional  standards  require  us  to  accumulate  all  known  and  likely  misstatements 

identified during the audit, other than those that are trivial, and communicate them to the 

appropriate level of management.  Management has agreed to correct all such misstatements. 

 

Disagreements with Management 

 

For purposes of this letter, professional standards define a disagreement with management 

as  a  financial  accounting,  reporting,  or  auditing matter, whether  or  not  resolved  to  our 

satisfaction, that could be significant to the financial statements or the auditorʹs report.  We 

are pleased to report that no such disagreements arose during the course of our audit. 

 

Management Representations 

 

We  have  requested  certain  representations  from  management  that  are  included  in  the 

management representation letter dated May 6, 2016. 

 

Management Consultations with Other Independent Accountants 

 

In some cases, management may decide to consult with other accountants about auditing and 

accounting matters,  similar  to  obtaining  a  ʺsecond  opinionʺ  on  certain  situations.    If  a 

consultation  involves  application  of  an  accounting  principle  to  the  District’s  financial 

statements or a determination of the type of auditorʹs opinion that may be expressed on those 

statements, our professional standards require the consulting accountant to check with us to 

determine that the consultant has all the relevant facts.  To our knowledge, there were no such 

consultations with other accountants. 

 



 

Other Audit Findings or Issues 

 

We generally discuss a variety of matters, including the application of accounting principles 

and  auditing  standards, with management  each  year  prior  to  retention  as  the District’s 

auditors. However,  these  discussions  occurred  in  the  normal  course  of  our  professional 

relationship and our responses were not a condition to our retention. 

 

Other Matters  

With respect to the required supplementary information accompanying the financial statements, 

we made  certain  inquiries  of management  and  evaluated  the  form,  content,  and methods  of 

preparing  the  information  to  determine  that  the  information  complies  with  U.S.  generally 

accepted accounting principles, the method of preparing it has not changed from the prior period, 

and  the  information  is  appropriate  and  complete  in  relation  to  our  audit  of  the  financial 

statements.  We  compared  and  reconciled  the  required  supplementary  information  to  the 

underlying  accounting  records  used  to  prepare  the  financial  statements  or  to  the  financial 

statements themselves. 

 

This communication is intended solely for the information and use of the board of Trustees 

of Northern Moraine Water Reclamation District, and others within the organization, and is not 

intended to be and should not be used by anyone other than these specified parties. 

 

 
 

George Roach & Associates, P.C. 

July 27, 2016 
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