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INDEPENDENT AUDITOR’S REPORT
Members of the Board of Trustees
Waukegan Public Library
City of Waukegan, Illinois
We have audited the accompanying financial statements of the governmental activities, the
discretely presented component unit and the major fund of the Waukegan Public Library (the
Library), a component unit of the City of Waukegan, Illinois, as of and for the year ended April 30,
2018, and the related notes to financial statements, which collectively comprise the Library’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 from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the Library’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 Library’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.
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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 discretely presented component
unit and the major fund of the Waukegan Public Library, as of April 30, 2018, and the respective
changes in financial position for the year then ended in conformity with accounting principles
generally accepted in the United States of America.
Other Matters
Required Supplementary Information
The Library has not presented a management’s discussion and analysis as required supplementary
information that accounting principles generally accepted in the United States of America require
to be presented to supplement the basic financial statements. Such missing 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. Our opinion on the basic
financial statements is not affected by this missing information.
Accounting principles generally accepted in the United States of America require that the required
supplementary information listed in the table of contents 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 Library’s basic financial statements. The combining and individual fund
financial statements and schedules 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 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
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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.

Naperville, Illinois
September 26. 2018
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GENERAL PURPOSE EXTERNAL
FINANCIAL STATEMENTS

WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
STATEMENT OF NET POSITION
April 30, 2018

Primary
Government

Component
Unit
Waukegan
Governmental Public Library
Activities
Foundation
ASSETS
Cash and investments
Receivables
Due from other governments
Property taxes
Other receivable
Prepaid expenses
Capital assets, not being depreciated
Capital assets (net of
accumulated depreciation)

$

Total assets

1,657,824

$

394,165

111,348
3,972,367
237,475
74,347
71,486

-

4,887,327

-

11,012,174

394,165

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows of resources related to pensions

784,556

Total assets and deferred outflows of resources

11,796,730

394,165

32,630
112,291
33,760
111,348
37,015

237,475
-

LIABILITIES
Accounts payable
Accrued payroll
Other current liabilities
Unearned revenue
Accrued interest payable
Noncurrent liabilities
Due within one year
Due in more than one year

-

221,901
2,837,964

Total liabilities

-

3,386,909

DEFERRED INFLOWS OF RESOURCES
Deferred revenue - property taxes
Deferred inflows of resources related to pension

237,475

3,972,367
1,611,774

-

Total deferred inflows of resources

5,584,141

-

Total liabilities and deferred inflows of resources

8,971,050

NET POSITION
Net investment in capital assets
Restricted
Grant services
Restricted for other purposes
Unrestricted
TOTAL NET POSITION

See accompanying notes to financial statements.
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237,475

2,230,358

-

35,152
560,170
$

2,825,680

381,657
(224,967)
$

156,690

WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
STATEMENT OF ACTIVITIES
For the Year Ended April 30, 2018

FUNCTIONS/PROGRAMS
PRIMARY GOVERNMENT
Governmental Activities
General government
Interest

Expenses

$

Total governmental activities

4,447,335
115,540

Net (Expense) Revenue and
Change in Net Position
Primary
Component
Program Revenues
Government
Unit
Operating
Waukegan
Charges
Grants and Governmental Public Library
for Services Contributions
Activities
Foundation

$

4,562,875

39,558
-

$

39,558

456,833
-

$ (3,950,944) $
(115,540)

-

456,833

(4,066,484)

-

(4,066,484)

-

TOTAL PRIMARY GOVERNMENT

$

4,562,875

$

39,558

$

456,833

COMPONENT UNIT
Waukegan Public Library Foundation operations

$

691,659

$

-

$

549,604

-

General Revenues
Property taxes
Fines and penalties
Interest
Miscellaneous
Total
CHANGE IN NET POSITION

See accompanying notes to financial statements.
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3,948,274
47,989
2,333
75,944

-

4,074,540

-

8,056

NET POSITION, MAY 1
NET POSITION, APRIL 30

(142,055)

(142,055)

2,817,624
$

2,825,680

298,745
$

156,690

WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
BALANCE SHEET
GOVERNMENTAL FUNDS
April 30, 2018

General
ASSETS
Cash and investments
Receivables
Due from other governments
Property taxes
Other receivables
Prepaid items

$ 1,657,824

TOTAL ASSETS

$ 6,053,361

111,348
3,972,367
237,475
74,347

LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND FUND BALANCE
LIABILITIES
Accounts payable
Accrued payroll
Other current liabilities
Unearned revenue for grants
Total liabilities

$

32,630
112,291
33,760
111,348
290,029

DEFERRED INFLOWS OF RESOURCES
Unavailable revenue - property taxes
Total deferred inflows of resources
FUND BALANCE
Nonspendable in form
Prepaid items
Restricted
Grant services
Unassigned

3,972,367
3,972,367

74,347
35,152
1,681,466

Total fund balance
TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND FUND BALANCE

See accompanying notes to financial statements.
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1,790,965

$ 6,053,361

WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
RECONCILIATION OF FUND BALANCES OF GOVERNMENTAL FUNDS TO THE
GOVERNMENTAL ACTIVITIES IN THE STATEMENT OF NET POSITION
April 30, 2018

FUND BALANCES OF GOVERNMENTAL FUNDS

$

1,790,965

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

4,958,813

Deferred outflows of resources related to pensions
do not relate to current financial resources and are
not reported in the governmental funds

784,556

Deferred inflows of resources related to pensions
do not relate to current financial resources and are
not reported in the governmental funds

(1,611,774)

Long-term liabilities are not due and payable in the
current period and, therefore, are not reported in the
governmental funds
Debt certificates payable
Accrued interest payable
Capital lease
Compensated absences payable
Net pension liability

(2,715,000)
(37,015)
(13,455)
(113,786)
(217,624)

NET POSITION OF GOVERNMENTAL ACTIVITIES

See accompanying notes to financial statements.
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$

2,825,680

WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For the Year Ended April 30, 2018

REVENUES
Taxes
Grants
Charges for services
Fines and penalties
Interest
Miscellaneous

Original and
Final Budget

Actual

$ 3,971,700
438,000
75,000
1,500
42,000

$ 3,948,274
456,833
39,558
47,989
2,333
75,944

4,528,200

4,570,931

4,189,399
45,000

4,062,489
41,758

180,000
112,888

175,000
117,788

4,527,287

4,397,035

913

173,896

Total revenues
EXPENDITURES
Current
Library services
Capital outlay
Debt service
Principal
Interest
Total expenditures
NET CHANGE IN FUND BALANCE

$

FUND BALANCE, MAY 1
FUND BALANCE, APRIL 30

See accompanying notes to financial statements.
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1,617,069
$ 1,790,965

WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCE TO THE
GOVERNMENTAL ACTIVITIES IN THE STATEMENT OF ACTIVITIES
For the Year Ended April 30, 2018

NET CHANGE IN FUND BALANCE TOTAL GOVERNMENTAL FUNDS

$

173,896

Amounts reported for governmental activities in the statement of
activities are different because:
Governmental funds report capital outlay as expenditures; however,
they are capitalized and depreciated in the statement of activities

9,448

The issuance of long-term debt (bonds, capital leases, etc.) provides
current financial resources to the governmental funds, while its
principal repayment consumes current financial resources of the
governments funds. Neither transaction, however, has any effect
on net position
Principal repayments

187,757

Some expenses in the statement of activities do not require the use
of current financial resources and, therefore, are not reported as
expenditures in the governmental funds
Compensated absences payable
Net pension liability
Deferred outflows of resources related to pensions
Deferred inflows of resources related to pensions
Change in accrued interest payable

14,349
1,608,572
(45,492)
(1,540,690)
2,248

Some expenses in the statement of activities (e.g., depreciation) do
not require the use of current financial resources and, therefore,
are not reported as expenditures in governmental funds

(402,032)

CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES

See accompanying notes to financial statements.
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$

8,056

WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
April 30, 2018

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The financial statements of the Waukegan Public Library, Waukegan, Illinois (the Library)
have been prepared in conformity with accounting principles generally accepted in the
United States of America, as applied to government 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 more significant of the Library’s accounting policies are
described below.
A.

Reporting Entity
The Library operates and maintains the public library within the City of Waukegan
(the City). The Library is a legally separate entity whose board is appointed by the
Mayor of the City with the approval of the City Council. The Library may not issue
bonded debt without the City’s approval and its property tax levy is subject to the City
Council’s acceptance, and is, therefore, considered to be a component unit of the City.
This report represents the financial activity of the Library for the year ended April 30,
2018.
Component units are report using one of two methods, discrete presentation or
blending. Generally, component units should be discretely presented in a separate
column in the financial statements. A component unit should be reported as part of the
primary government using the blended method if it meets any one of the following
criteria: (1) the primary government and the component unit have substantively the
same governing body and a financial benefit or burden relationship exists, (2) the
primary government and the component unit have substantively the same governing
body and management of the primary government has operational responsibility for
the component unit, (3) the component unit serves or benefits, exclusively or almost
exclusively, the primary government rather than its citizens, or (4) the total debt of the
component unit will be paid entirely or almost entirely from resources of the primary
government.
Discretely Presented Component Unit
Waukegan Public Library Foundation
The government-wide financial statements include the Waukegan Public Library
Foundation (the Foundation) as a component unit. The Foundation is a legally separate
organization. The Board of Directors of the Foundation is appointed by the Library’s
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WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
A.

Reporting Entity (Continued)
Discretely Presented Component Unit (Continued)
Waukegan Public Library Foundation (Continued)
Executive Director or other foundation directors and then approved by a vote. Due to
its relationship with the Library, the Foundation is a component unit. The Foundation’s
financial statements have been presented as a discrete column in the financial
statements. The Foundation changed its fiscal year end from December 31 to April 30
effective April 30, 2018. The financial information presented for the Foundation is as
of April 30, 2018 and for the sixteen months then ended. Separately issued financial
statements of the Foundation may be obtained from the Library’s office.

B.

Fund Accounting
The Library uses funds to report on its financial position and 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. The Library reports only governmental funds.
Governmental funds are used to account for all or most of a Library’s general
activities, including the collection and disbursement of restricted or committed monies
(special revenue funds), the funds committed, restricted or assigned for the acquisition
or construction of capital assets (capital projects funds), the funds committed,
restricted or assigned for the servicing of long-term debt (debt service funds) and the
management of funds held in trust that can be used for governmental services
(permanent fund). The General Fund is used to account for all activities of the Library
not accounted for in some other fund.

C.

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 activities of the Library. The
effect of material interfund activity has been eliminated from 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 Library has no
business-type activities.
-2- 11 -

WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C.

Government-Wide and Fund Financial Statements (Continued)
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.
Separate financial statements are provided for governmental funds. Major individual
governmental funds are reported as separate columns in the fund financial statements.
The Library reports the following major governmental fund:
The General Fund is the Library’s primary operating fund. It accounts for all
financial resources of the Library, except those accounted for in another fund.

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. Revenues are recorded when
earned and expenses are recorded when a liability is incurred. The Library recognizes
property taxes when they become both measurable and available in the period the tax
is intended to finance. 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. 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 Library 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 fund liability is incurred.
However, debt service expenditures are recorded only when payment is due.
Property taxes 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.
All other revenue items are considered to be measurable and available only when cash
is received by the Library.
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WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
D.

Measurement Focus, Basis of Accounting and Financial Statement Presentation
(Continued)
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 Library; therefore, revenues are recognized
based upon the expenditures recorded. In the other, monies are virtually unrestricted
as to purpose of expenditure 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.
The Library reports unearned revenue and unavailable/deferred revenue on its
financial statements. Unavailable/deferred revenues arise when a potential revenue
does not meet both the measurable and available criteria for recognition in the current
period, under the modified accrual basis of accounting. Unearned revenue arises when
a revenue is measurable but not earned under the accrual basis of accounting.
Unearned revenues also arise when resources are received by the Library 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. In subsequent periods,
when both revenue recognition criteria are met or when the Library has a legal claim
to the resources, the liability and deferred inflows of resources for unearned and
unavailable/deferred revenue are removed from the financial statements and revenue
is recognized.

E.

Deposits and Investments
The Library’s cash and cash equivalents are considered to be cash on hand, demand
deposits and short-term investments with original maturities of twelve months or less
from the date of acquisition.
State statutes authorize the Library to invest in obligations of the U.S. Treasury, certain
highly rated commercial paper, corporate bonds, repurchase agreements and the State
Treasurer’s Investment Pool.
Investments are stated at fair value. Changes in fair value of investments are recorded
as investment income. The Library 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. The Library does not have any investments reported at fair value at April 30,
2018.
-4- 13 -

WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
F.

Prepaid Items
Certain payments to vendors reflect the costs applicable to future accounting periods
and are recorded as prepaid items in both government-wide and fund financial
statements. The cost of prepaid items is recorded as expenditures/expenses when
consumed, rather than when purchased.

G.

Capital Assets
Capital assets, which include buildings and building improvements, equipment and
furniture and books and library materials, are reported in the applicable governmental
columns in the government-wide financial statements. Capital assets are defined by
the Library as assets with an initial, individual cost in excess of $1,000 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 costs of normal maintenance and repairs 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. Capital assets are depreciated using the straight-line method over the
following estimated useful lives:
Assets

Years

Buildings and building improvements
Furniture and equipment
H.

5-40
5-20

Compensated Absences
The Library accrues accumulated unpaid vacation and associated employee-related
costs when earned (or estimated to be earned) by the employee. There is no liability
for accumulated sick days as they are not paid out to an employee. Vested or
accumulated vacation leave that is owed retirees or terminated employees is reported
as expenditure and a fund liability of the governmental fund that will pay it once
retirement or separation has occurred. All vacation pay is accrued when incurred in
the government-wide financial statements.
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WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
I.

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.

J.

Fund Balance/Net Position
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. Committed fund balance is constrained by
formal actions of the Library’s Board of Trustees, which is considered the Library’s
highest level of decision-making authority. Formal actions include ordinances
approved by the Board of Trustees. Assigned fund balance represents amounts
constrained by the Library’s intent to use them for a specific purpose. The authority to
assign fund balance has been delegated to the Board of Trustees. Any residual fund
balance in the General Fund and deficit fund balances in any other fund are reported
as unassigned.
The Library’s flow of funds assumptions 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 Library considers committed funds
to be expended first, followed by assigned and then unassigned funds.
In the government-wide financial statements, restricted net position is legally
restricted by outside parties for a specific purpose. None of the net position is restricted
as a result of enabling legislation adopted by the Library. Net investment in capital
assets is the book value of capital assets less outstanding principal balances of debt
that was issued to construct the capital assets.
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WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
K.

Budgets and Budgetary Accounting
The Library’s budget represents departmental expenditures and estimated revenues
authorized in the City’s budget. The budget is adopted on the modified accrual basis
consistent with GAAP. The Library submits to the Mayor and City Council a proposed
budget for the Library. The proposed budget includes proposed expenditures and the
means of financing them. A public hearing is conducted to obtain citizen comments.
Prior to December 31 of the year preceding the budget year the budget is legally
enacted through passage of an ordinance. The level of budgetary control is the fund
level. The Library reports the original and final amended budget. All budgetary
authority lapses at year end.

L.

Use of 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 amounts of
revenues and expenses during the reporting period. Actual results could differ from
those estimates.

2.

DEPOSITS AND INVESTMENTS
The Library follows the City’s investment policy.
Permitted deposits and investments - Statutes authorize the Library to make
deposits/investments in insured commercial banks, savings and loan institutions, obligations
of the U.S. Treasury and U.S. agencies, insured credit union shares, money markets mutual
funds with portfolios of securities issued or guaranteed by the United States Government or
agreement to repurchase these same obligations, repurchase agreements, short-term
commercial paper rated within the three highest classifications by at least two standard rating
services. The Library’s investment policy allows the Library to invest in any type of security
allowable in Illinois statutes regarding the investment on public funds.
It is the policy of the Library 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 Library 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 safety of principal, liquidity, yield and maintaining the public trust.
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WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

2.

DEPOSITS AND INVESTMENTS (Continued)
A.

Deposits with Financial Institutions
Custodial credit risk for deposits with financial institutions is the risk that in the event
of bank failure, the Library’s deposits may not be returned to it. To guard against credit
risk for deposits with financial institutions, the Library’s investment policy requires
that deposits with financial institutions in excess of FDIC be collateralized with
collateral held by an independent third party in the name of the Library.

B.

Investments
In accordance with its investment policy, the Library limits its exposure to interest rate
risk by diversifying its investment portfolio to the best of its ability based on the nature
of the funds invested and the cash flow needs of those funds. A variety of financial
instruments and maturities, properly balanced, will help to ensure liquidity and reduce
risk or interest rate volatility and loss of principal. Diversifying investments and
maturities will avoid incurring unreasonable risks in the investment portfolio
regarding specific security types, issuers or individual financial institutions. The
Library’s investment policy does not specifically limit the maximum maturity length
of investments.
The Library 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 guaranteed by the United States
Government. However, the Library’s investment policy does not specifically limit the
Library to these types of investments.
Custodial credit risk for investments is the risk that, in the event of the failure of the
counterparty to the investment, the Library will not be able to recover the value of its
investments that are in the possession of an outside party. To limit its exposure, the
Library’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 Library’s agent separate
from where the investment was purchased.
Concentration of credit risk - the Library’s investment policy requires diversification
to the best of its ability based on the type of funds invested and the cash flow needs of
those funds.
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3.

RECEIVABLES - TAXES
Property taxes for 2017 attach as an enforceable lien on January 1, 2017, on property values
assessed as of the same date. Taxes are levied by December 31 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, 2018, and are payable in two installments, on or about June 1, 2018 and
September 1, 2018. The County collects such taxes and remits them periodically. Because
the 2017 levy is intended to finance the fiscal year ended April 30, 2018, it has been offset
by unavailable/deferred revenue at April 30, 2018.
The 2018 tax levy, which attached as an enforceable lien on property as of January 1, 2018,
has not been recorded as a receivable as of April 30, 2018, as the tax has not yet been levied
by the Library and will not be levied until December 2018 and, therefore, the levy is not
measurable at April 30, 2018.

4.

CAPITAL ASSETS
Capital asset activity for the year ended April 30, 2018 was as follows:
Balances
May 1
GOVERNMENTAL ACTIVITIES
Capital assets not being depreciated
Land
Total capital assets not being depreciated
Capital assets being depreciated
Buildings and improvements
Furniture and equipment
Total capital assets being depreciated
Less accumulated depreciation for
Buildings and improvements
Furniture and equipment
Total accumulated depreciation
Total capital assets being depreciated, net
GOVERNMENTAL ACTIVITIES
CAPITAL ASSETS, NET

$

71,486
71,486

Increases

$

-

Balances
April 30

Decreases

$

-

$

71,486
71,486

8,850,297
2,323,627
11,173,924

7,370
2,078
9,448

172,569
172,569

8,857,667
2,153,136
11,010,803

4,224,268
1,669,745
5,894,013

236,615
165,417
402,032

172,569
172,569

4,460,883
1,662,593
6,123,476

5,279,911

(392,584)

-

4,887,327

$ 5,351,397

$ (392,584)

-

$ 4,958,813

$

Depreciation expense was charged to functions of the primary government as follows:
GOVERNMENTAL ACTIVITIES
Culture and Recreation

$ 402,032
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5.

CHANGES IN LONG-TERM LIABILITIES
Issue

Balance
May 1

2010 GO debt certificates
Capital lease
Net pension liability IMRF
Accrued compensated
absences payable

$ 2,890,000
26,212
1,826,196

TOTAL

$ 4,870,543

Increases
$

128,135
$

Balance
April 30

Decreases
-

$

175,000
12,757
1,608,572

17,685

32,034

17,685

$ 1,828,363

$

2,715,000
13,455
217,624

Current
Portion
$

113,786
$

3,059,865

180,000
13,455
28,446

$

221,901

The compensated absences and net pension liability will be paid out of the General Fund.
2010 General Obligation Debt Certificates
The 2010 general obligation debt certificates are a direct obligation and pledge the full faith
and credit of the Library. The debt certificates, dated September 30, 2010, were issued to
finance construction of a new roof and other improvements of the Library’s existing building
and are due in annual installments through January 1, 2030. Annual debt service
requirements to maturity for Library General Obligation Debt Certificates are as follows:
Fiscal Year
Ending
April 30,

General Obligation,
Series 2010
Principal
Interest

2019
2020
2021
2022
2023
2024-2028
2029-2030

$

180,000 $
190,000
195,000
205,000
210,000
1,185,000
550,000

111,662
104,463
96,862
89,062
80,863
270,422
36,312

TOTAL

$ 2,715,000 $

789,646
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5.

CHANGES IN LONG-TERM LIABILITIES (Continued)
Capital Lease
In 2017 the Library entered into a capital lease agreement. The gross amounts of assets under
capital lease is $38,307, which are included in capital assets in the governmental activities.
The future minimum lease obligations on the capital lease at April 30, 2018 is follows:
Fiscal Year
Ending
April 30,

6.

Governmental Activities
Principal
Interest

2019

$

13,455 $

392

TOTAL

$

13,455 $

392

RISK MANAGEMENT
The Library is exposed to various risks of loss related to employee health benefits, workers’
compensation claims; theft of, damage to and destruction of assets; and natural disasters.
The Library has purchased insurance from private insurance companies for general liability,
worker’s compensation and other coverage. Premiums have been recorded as expenditures
in the appropriate fund. There have been no significant reductions in insurance coverage
from coverage in the prior years.

7.

DEFINED BENEFIT PENSION PLAN
The Library contributes, through the City, to the Illinois Municipal Retirement Fund
(IMRF), an agent multiple-employer public employee retirement system. However, the
Library’s participation in IMRF is equivalent to a cost-sharing, multiple-employer pension
plan since only one actuarial valuation is performed for both the City and the Library
combined. All disclosures for an agent plan can be found in the City’s comprehensive annual
financial report.
Illinois Municipal Retirement Fund
Plan Administration
All employees hired in positions that meet or exceed the prescribed annual hourly standard
must be enrolled in IMRF as participating members.
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7.

DEFINED BENEFIT PENSION PLAN (Continued)
Illinois Municipal Retirement Fund (Continued)
Plan Administration (Continued)
The plan is accounted for on the economic resources measurement focus and the accrual
basis of accounting. Employer and employee contributions are recognized when earned in
the year that the contributions are required, benefits and refunds are recognized as an expense
and liability when due and payable. Investments are reported at fair value.
Benefits Provided
IMRF provides two tiers of pension benefits. Employees hired prior to January 1, 2011 are
eligible for Tier 1 benefits. For Tier 1 employees, pension benefits vest after eight years of
service. Participating members who retire at age 55 (reduced benefits) or after age 60 (full
benefits) with eight years of credited service are entitled to an annual retirement benefit,
payable monthly for life, in an amount equal to 1 2/3% of their final rate of earnings, for
each year of credited service up to 15 years, and 2% for each year thereafter. Employees
hired on or after January 1, 2011 are eligible for Tier 2 benefits. For Tier 2 employees,
pension benefits vest after ten years of service. Participating members who retire at age 62
(reduced benefits) or after age 67 (full benefits) with ten years of credited service are entitled
to an annual retirement benefit, payable monthly for life, in an amount equal to 1 2/3% of
their final rate of earnings, for each year of credited service up to 15 years, and 2% for each
year thereafter. IMRF also provides death and disability benefits. These benefit provisions
and all other requirements are established by state statute.
Contributions
Participating members are required to contribute 4.50% of their annual salary to IMRF. The
City and the Library are required to contribute the remaining amounts necessary to fund
IMRF as specified by statute. The employer contribution rate for the calendar year ended
2017 was 13.56% of covered payroll. For the year ended December 31, 2017, salaries
totaling $2,190,534 were paid that required employer contributions of $297,036, which was
equal to the Library’s actual contributions.
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7.

DEFINED BENEFIT PENSION PLAN (Continued)
Illinois Municipal Retirement Fund (Continued)
Net Pension Liability
At April 30, 2018, the Library reported a liability of $217,624 for its proportionate share of
the net pension liability. The net pension liability was measured as of December 31, 2017,
and the total pension liability used to calculate the net pension liability was determined by
an actuarial valuation as of that date. The Library’s proportion of the net pension liability
was based in the Library’s actual contribution to the plan for the year ended April 30, 2018
relative to the contributions of the City, actuarially determined. At April 30, 2018, the
Library’s proportion was 14.40% of the total contribution.
Actuarial Assumptions
The Library’s net pension liability was measured as of December 31, 2017 and the total
pension liability used to calculate the net pension liability was determined by an actuarial
valuation performed as of the same date using the following actuarial methods and
assumptions.
Actuarial valuation date

December 31, 2017

Actuarial cost method

Entry-age normal

Assumptions
Inflation
Salary increases
Interest rate
Cost of living adjustments

2.50%
3.39% to 14.25%
7.50%
3.00%

Asset valuation method

Market value

For nondisabled retirees, an IMRF specific mortality table was used with fully generational
projection scale MP-2017 (base year 2015). IMRF specific rates were developed from the
RP-2014 Blue Collar Health Annuitant Mortality Table with adjustments to match current
IMRF experience. For disabled retirees, an IMRF specific mortality table was used with
fully generational projection scale MP-2017 (base year 2015). IMRF specific rates were
developed from the RP-2014 Disabled Retirees Mortality Table applying the same
adjustment that were applied for nondisabled lives. For active members, an IMRF specific
mortality table was used with fully generational projection scale MP-2017 (base year 2015).
IMRF specific rates were developed from the RP-2014 Employee Mortality Table with
adjustments to match current IMRF experience.

- 13 - 22 -

WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

7.

DEFINED BENEFIT PENSION PLAN (Continued)
Illinois Municipal Retirement Fund (Continued)
Discount Rate
The discount rate used to measure the total pension liability was 7.50%. The projection of
cash flows used to determine the discount rate assumed that member contributions will be
made at the current contribution rate and that the Library contributions will be made at rates
equal to the difference between actuarially determined contribution rates and the member
rate. Based on those assumptions, the IMRF’s fiduciary net position was projected to be
available to make all projected future benefit payments of current plan members.
Pension Expense and Deferred Outflows of Resources and Deferred Inflows of
Resources
For the year ended April 30, 2018, the Library recognized pension expense of $261,440. At
April 30, 2018, the Library reported deferred outflows of resources and deferred inflows of
resources related to IMRF from the following sources:
Deferred
Outflows of
Resources

Deferred
Inflows of
Resources

Difference between expected and actual experience
Changes in assumption
Net difference between projected and actual
earnings on pension plan investments
Contributions made subsequent to the measurement date

$ 241,114
1,614

$

10,179
394,702

433,601
108,227

1,206,893
-

TOTAL

$ 784,556

$ 1,611,774

$108,227 reported as deferred outflows of resources related to pensions resulting from
library contributions subsequent to the measurement date will be recognized as a reduction
of the net pension liability in the year ended April 30, 2019. Other amounts reported as
deferred outflows of resources and deferred inflows of resources related to IMRF will be
recognized in pension expense as follows:
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7.

DEFINED BENEFIT PENSION PLAN (Continued)
Pension Expense and Deferred Outflows of Resources and Deferred Inflows of
Resources (Continued)
Year Ending
April 30,
2019
2020
2021
2022
2023
Thereafter

$

(153,230)
(163,701)
(316,790)
(301,724)
-

TOTAL

$

(935,445)

Discount Rate Sensitivity
The following is a sensitive analysis of the net pension liability (asset) to changes in the
discount rate. The table below presents the net pension liability (asset) of the Library
calculated using the discount rate of 7.50% as well as what the Library’s net pension liability
(asset) would be if it were calculated using a discount rate that is 1 percentage point lower
(6.50%) or 1 percentage point higher (8.50%) than the current rate:

Net pension liability (asset)

1% Decrease
(6.50%)

Current
Discount Rate
(7.50%)

$

$
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2,158,224

217,624

1% Increase
(8.50%)
$ (1,385,319)

REQUIRED SUPPLEMENTARY INFORMATION

WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
SCHEDULE OF THE LIBRARY'S PROPORTIONATE SHARE
OF THE NET PENSION LIABILITY AND EMPLOYER CONTRIBUTIONS
ILLINOIS MUNICIPAL RETIREMENT FUND
Last Three Fiscal Years

MEASUREMENT DATE DECEMBER 31,

2017

Library's proportion of the net pension liability
Library's proportionate share of the net pension liability

2016

14.90%
$

City's proportionate share of the net pension liability

217,624

2015

14.91%
$

1,826,196

14.91%
$

1,845,087

1,242,476

10,421,351

10,529,153

TOTAL NET PENSION LIABILITY

$

1,460,100

$ 12,247,547

$ 12,374,240

Covered-employee payroll

$

2,190,534

$

$

Library's proportionate share of the net pension liability
as a percentage of covered payroll
Plan fiduciary net position as a percentage of the
total pension liability
FISCAL YEAR ENDED APRIL 30,
Contractually required contribution
Contributions in relation to the contractually
required contribution
CONTRIBUTION DEFICIENCY (EXCESS)
Contributions as a percentage of
covered-employee payroll

84.25%

86.82%

98.67%

88.70%

88.15%

2017

297,051

$

(297,051)
$

2,125,161

9.93%

2018
$

2,167,485

-

14.40%

2016

313,867

$

(313,867)
$

-

14.56%

308,376

(309,473)
$

(1,097)

14.18%

Ultimately, this schedule should present information for the last ten years. However, until ten years of information
can be compiled, information will be presented for as many years as is available.

(See independent auditor's report.)
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COMBINING AND INDIVIDUAL FUND FINANCIAL
STATEMENTS AND SCHEDULES

WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
SCHEDULE OF REVENUES - BUDGET AND ACTUAL
GENERAL FUND
For the Year Ended April 30, 2018

TAXES
Property taxes
GRANTS
Grants

Original and
Final Budget

Actual

$ 3,971,700

$ 3,948,274

438,000

456,833

CHARGES FOR SERVICES
Licenses, permits and fees

-

39,558

Total charges for services

-

39,558

75,000

47,989

1,500

2,333

38,000
4,000

58,050
17,894

42,000

75,944

$ 4,528,200

$ 4,570,931

FINES AND FORFEITURES
Fines and penalties
INTEREST
Interest income
MISCELLANEOUS
Sponsorships
Other
Total miscellaneous
TOTAL REVENUES

(See independent auditor's report.)
- 26 -

WAUKEGAN PUBLIC LIBRARY
WAUKEGAN, ILLINOIS
SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL
GENERAL FUND
For the Year Ended April 30, 2018

LIBRARY SERVICES
Salaries and benefits
Administrative services
Public services
Community services
Building services
Information technology services
Grants
Total library services
CAPITAL OUTLAY
Capital outlay
Total capital outlay
DEBT SERVICE
Principal
Interest and fiscal charges
Total debt service
TOTAL EXPENDITURES

(See independent auditor's report.)
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Original and
Final Budget

Actual

$ 3,028,712
207,700
351,087
130,700
88,200
163,000
220,000

$ 2,923,105
192,555
353,658
121,318
102,174
170,002
199,677

4,189,399

4,062,489

45,000

41,758

45,000

41,758

180,000
112,888

175,000
117,788

292,888

292,788

$ 4,527,287

$ 4,397,035

