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° Martin Hood LLC
M a rt N ‘ OOd 2507 South Neil Street
Champaign, lllinois 61820
Tel: 217.351.2000
Fax: 217.351.7726

www.martinhood.com

INDEPENDENT AUDITOR’S REPORT
ON TAX INCREMENT FINANCING

Board of Village Trustees
Village of Tolono, Illinois
Tolono, Illinois

We have audited, in accordance with auditing standards generally accepted in the United
States of America, the accompanying financial statements and related notes of the Village of
Tolono, Illinois as of and for the year ended April 30, 2019, as listed in the table of contents, and
have issued our report thereon dated August 5, 2019.

In connection with our audit, we tested expenditures of the Village of Tolono, Illinois’
Tax Increment Financing district. The results of our tests indicate that for the items tested, the
Village of Tolono, Illinois complied with Subsection (q) of Section 11-74.4-3 of Public Act 85-
1142, “An Act in Relation to Tax Increment Financing.” Additionally, nothing came to our
attention that caused us to believe that the Village of Tolono, Illinois was not in compliance with
the statutory requirements of Subsection (q) of Section 11-74.4-3 of Public Act 85-1142, insofar
as they relate to accounting matters. However, our audit was not directed primarily toward
obtaining knowledge of such noncompliance. Accordingly, had we performed additional
procedures, other matters may have come to our attention regarding the Village of Tolono,
[llinois' noncompliance with the above-referenced statutory requirements, insofar as they relate
to accounting matters.

This report is intended solely for the information and use of the Board of Village
Trustees, management, and others within the Village of Tolono, Illinois, and the Comptroller of

the State of Illinois, and is not intended to be and should not be used by anyone other than these
specified parties.

P oides Hsol (L

Champaign, Illinois
August 5, 2019

@ AICPA

GAQC Member

CERTIFIED PUBLIC ACCOUNTANTS and CONSULTANTS
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mated during this study
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Existing WWTP




Existing WWTP




WWTP Capacity Analysis

Currently operating ~40% over original design

e Existing Development considered for incorporation:
* The Oaks Mobile Home Park
= Unity West Elementary School
= Residential/Commercial properties located between The Oaks and the school

e Future Development considered for incorporation:
* The Oaks Mobile Home Park Extension
= Additional residential development near Unity West Elementary School
= Additional residential development near East Side Park
= Additional residential developme3£15t west of Village Hall
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Unit Process Capacity
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WWTP Loading Analysis

e Due to minimal existing conditions data, facility design
alternatives were based on the more conservative original design
concentrations.

e Before design it is recommended that the Village complete a
special sampling campaign to better characterize the influent
concentrations.
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WWTP Loading Analysis

e Outfall 001 — Normal Discharge
e Outfall 002 — Excess Flow Discharge

e No major changes projected over the 20 year planning period
= |EPA may implement Phosphorous limits.
= |EPA may remove disinfection exemption.
= |EPA may implement lower ammonia limits.
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ldentified Concerns

e Processes that are past or quickly approaching the end of their useful life:
= Influent Pumps
=  Stormwater Pump
= Blowers
= Clarifier Mechanisms
= Most valves and metering

e Processes undersized for the future estimated flows and loadings:
®  Primary Clarifiers
= Aeration Basins
= Secondary Clarifiers
= Aerobic Digestion

e Safety and Code Compliance concerns:
= |mproved ventilation needed to declassify space (NFPA 820)

= Concrete repairs
= @Grating and handrail improvements

349
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NFPA 820

e NFPA stands for National Fire Protection Association
e Section 820 defines the protection standard in wastewater treatment facilities

e Any modifications to existing WWTP will be required to bring non-compliant

items into compliance

= Most older WWTP do not have adequate ventilation for areas with hazardous gases or
separation of spaces i.e. electrical equipment separated from hazardous gases

= Spaced are typically fall into two classifications
* Class 1/Division 1 — flammable gases present under normal operating conditions
* Class 1/Division 2 - flammable gases present under abnormal operating conditions (leak
or accident)

= The existing control building is classified as Class 1/Division 2 and will

require:
* Added ventilation for 6 air changes per hour (recommended)
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Recommended Upgrades

e Headworks & Stormwater e Disinfection
= New screening/headworks facilities = No recommended upgrades at this time.
= New stormwater pump and discharge e Solids Handling
piping

= New flow metering = Additional blowers

. = Additional aerobic digesters
e Primary Treatment

" . e General
= Additional primary treatment

= NFPA 820 Code Compliance Upgrades
= Grating & handrail safety upgrades

= Primary clarifier mechanisms

= Larger primary roughing filter pumps
= Concrete repairs on basins/clarifiers

® Secondary Treatment = Demolish or rehabilitate existing chemical
= New valves and piping storage building
= New air diffusers = New valves and piping

= Additional aeration basins

= Either expand secondary clarifiers or
rehabilitate tertiary filters

= New blowers .

28



Improvement Alternatives

e Update/expand all existing processes, reusing existing infrastructure

= Updating and reusing the existing infrastructure was determined to be both prohibitively expensive and
technically difficult for construction and rehabilitation due to existing infrastructure age and condition

e Invest into a new treatment system utilizing minimal existing infrastructure

= All of the new treatment system would include upgrading the existing headworks and reusing the existing
sludge lagoon, excess flow lagoon, and chlorine contact tank.

= New treatment systems evaluated include:

1. Oxidation Ditch 4. Package Plant
2. Sequencing Batch Reactor (SBR) 5. Algaewheel
3. Membrane Bioreactors (MBR) 6. Lemtec Lagoon

352
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Oxidation Ditch

e Planning level cost estimate = $5.6 Million

e Advantages: e Disadvantages:
= Simple operation/maintenance = Requires secondary clarification
=  Well-known technology = Larger footprint

= Nutrient removal
= Minimizes shock loading

353
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Sequencing Batch Reactor (SBR)

e Planning level cost estimate = $5.8 Million

e Advantages: e Disadvantages:
= No recycling or separate clarifiers = Requires tertiary filtration
= Simple construction = Requires very deep basins

= Simple operation/maintenance
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Membrane Bioreactors (MBR)

e Planning level cost estimate = $7.0 Million

e Advantages: e Disadvantages:
= Small footprint = High recycle rates
= Good at handling load fluctuations = Higher operation/maintenance costs
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Package Plant

e Planning level cost estimate = $6.4 Million

e Advantages: e Disadvantages:
= Simple operation/maintenance = Higher aeration costs
= No primary treatment required = Limited future flexibility
= Good at handling load fluctuations = Larger footprint
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Algaewheel

e Algaewheel was initially considered because it is a treatment process with a
relatively small footprint and low operation/maintenance costs

e Unfortunately, estimated future flows and loadings are currently beyond
Algaewheel’s capabilities to treat economically.
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Lemtec Lagoon

e Planning level cost estimate = $6.4 Million

e Advantages: e Disadvantages:
= Simplest operation/maintenance = Largest footprint
= No primary treatment required = Larger footprint

= Nutrient removal

358
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Questions?
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Existing Financial Review

e Reviewed actual revenues and expenses from the past 4 fiscal years.

e Reviewed budgeted revenues and expenses for current fiscal year

e |dentified Water/Sewer Reserves as of 4/30/2019
= Total Reserve Funds = $1,458,338.00

e Reserve funds were split based on identified capital projects:
= Water System (20%) = $291,667.60
=  Sewer System (80%) = $1,166,670.40
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Water Funds, Expenses, & Rate Structure

WATER FUND REVENUES

SOURCE 2016 2017 2018 2019 2020
Service Charges $410,857 $418,052 $497,820 $513,551 $540,850
$2,250 $1,800 $2,275 $450 $0
Fines & Forfeit SO SO SO SO S0
$2,805 $2,655 $4,003 $4,314 $5,000
WATER FUND EXPENSES
SOURCE 2016 2017 2018 2019 2020
$313,171 $325,295 $377,195 $351,683 $425,000
$69,069 $100,260 $105,592 $49,271 $84,264
| o&m | $10,551 $12,980 $11,226 $19,172 $23,700
1,937 27,513
Professional Services $2,200 $13,102 > 2 $12,750
— - 25,945 141,183
Existing Capital $40,492 $26,072 > > $33,100
Improvements
Other Expenses $49,105 $49,525 $41,956 $18,412 $28,200
$484,588 $527,234 $563,851 $607,234 $618,014
WATER FUND NET INCOME
PROFIT/LOSS 2016 2017 2018 2019 2020
INCOME (LOSS) (68,676) ($104,728) ($59,754) ($88,920) ($90,664)

MONTHLY WATER USER RATES

COMPONENT 2016 2017 2018 2019 2020
Fixed Fee for First 2,000
$11.41 $11.41 $13.69 $14.37 $16.87
LIS (A (S L0l $5.70 $5.70 $6.84 $7.18 $7.18

Gallons After
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Sewer Funds, Expenses, & Rate Structure

SEWER FUND REVENUES

SOURCE 2016 2017 2018 2019 2020
Service Charges $298,741 $304,882 $354,698 $371,808 $418,850
Connection Fees $2,250 $1,800 S2,275 S450 -

Fines & Forfeit - - - - -
Other Revenue - $518 $125 $294 -

Total $300,991 $307,200 $357,098 $372,552 $418,850

SEWER FUND EXPENSES

SOURCE 2016 2017 2018 2019 2020
Personnel $76,838 $118,712 $113,669 $87,220 $117,647
$69,206 $70,555 $5,627 $61,673 $87,400
Professional Services $4,514 S4,948 $6,366 $32,630 $103,750
Existing Capital Projects $138,461 $161,886 $143,850 $173,951 $250,000
Other Expenses $81,871 $85,397 $82,913 $21,207 $27,300
Total $370,890 $441,498 $402,425 $376,681 $586,097

SEWER FUND NET INCOME

PROFIT/LOSS 2016 2017 2018 2019 2020
($69,899) ($134,298) ($45,327) ($4,129) ($167,247)

MONTHLY SEWER USER RATES

COMPONENT 2016 2017 2018 2019 2020
Fixed Fee for First 2,000

eallons $8.30 $8.30 $9.96 $10.46 $13.48

e $3.30 $3.30 $3.96 $4.16 $4.37

Gallons After
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Current Community Rates

Note: Rates do not account for special fees, taxes, surcharges, that may be imposed by municipalities or private utility companies.

o  Adjacent system rates may be used as a general measure but even though adjacent communities may have
similarities in population and economics, system expenses may be vastly different.

o  Average monthly user is assumed to be 4,000 gallons per month

o  The mean average monthly user cost for water service in the adjacent communities listed above is
$39.84/month, approximately 28% higher than Tolono’s current average user rate.

o  The mean average monthly user cost for sewer service in the adjacent communities listed above is
$38.53/month, approximately 75% higher than Tolo#8’s current average user rate.
41



Current Community Rates

FY 2020 COMMUNITY WATER RATE COMPARISON
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Current Community Rates

FY 2020 COMMUNITY SEWER RATE COMPARISON

$60.00

$56.50

$50.00

$43.00 75% lower

$40.00
$38.53 — $38.53

$30.00

$29.38

$25.25
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$0.00 $0.00

$0.00
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[—Average Monthly User Cost === \ean
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Capital Projects

Water System

PRIORITY PROJECT DESCRIPTION ESTIMATED TIME FRAME PRE”M'NEE‘;?ROBABLE

Broadway & Reynolds Water Main Replacement Immediate $250,000
Vorcey-Leda-Clifford-Borne Streets Water Main e $250,000
Replacement
Meadow Lane Water Main Looping 1-5 years $150,000
Miscellaneous Hydrant & Valve Replacement 1-15 years $200,000
S . Bi-Annually
Distribution System Future Main Renewal (Beginning 2030) $230,000

Note: Water distribution system mapping is desired but not considered a capital project.

Sewer System

PRIORITY PROJECT DESCRIPTION ESTIMATED TIME FRAME | L MINESY PROBABLE
1

WWTP Improvements 1-3 years $5,600,000

Southside Sewer Extension 1-3 years $1,658,000
Elizabeth St. Lift Station 3-5 years $100,000- $300,000
Watson St. Lift Station 5-10 years $100,000- $300,000
Collection System Future Sewer & Lift Station Renewal Ul $408,000

(Beginning 2029)

Note: Annual sewer cleaning/inspection is recommended but not considered a capital project.

367
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Sequencing Alternatives

Alternative 1 — Pay-as-you-go

> Inthis alternative it is assumed that capital projects will be performed as funds become available and will be
paid for using cash reserves instead of procuring financing.

Alternative 2 — Long-Term Financing

> Inthis alternative it is assumed that capital projects will be designed and constructed in consecutive years.
Design costs would be paid for by the Village and would be eligible for reimbursement through the loan, if
desired. Long-term financing projections were formulated based on current IEPA terms for the Public Water
Supply Loan Program (PWSLP) and Water Pollution Control Loan Program (WPCLP). The Village is currently
eligible for a reduced rate and principal forgiveness.

Water: Up to 30 years at approximately 1.500% (75% of market rate at time of loan closing)
*Eligible for 60% Principal Forgiveness (5800,000 maximum)

Sewer: Up to 30 years at approximately 1.500% (75% of market rate at time of loan closing)
*Eligible for 15% Principal Forgiveness

*Although the Village is currently eligible for principal forgiveness, it has not been accounted for in the capital improvement plan since the
program is subject to change annually.

368
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Rate Adjustments

Pay-As-You-Go

Water Sewer Water Sewer Combined

Year Fixed Fee % Increase Usage Fee % Increase Fixed Fee % Increase Usage Fee % Increase If sz:ﬁ:nl's’/sme ;:]st: 000 f1f szr:I?:n:IsMe;:\st: 000 i szr;?:n:ls“:;:‘st: 000
2016 $ 11.41 0% $ 5.70 0% $ 8.30 0% $ 3.30 0% $22.81 $14.90 $37.71
2017 $ 11.41 0% $ 5.70 0% $ 8.30 0% $ 3.30 0% $22.81 $14.90 $37.71
2018 $ 13.69 20% $ 6.84 20% $ 9.96 20% $ 3.96 20% $27.37 $17.88 $45.25
2019 $ 14.37 5% $ 7.18 5% $ 10.46 5% $ 4.16 5% $28.73 $18.78 $47.51
2020 $ 16.87 17% $ 7.18 0% $ 13.48 29% $ 4.37 5% $31.23 $22.22 $53.45
2021 $ 21.09 25% $ 8.98 25% $ 16.85 25% $ 5.46 25% $39.04 $27.78 $66.81
2022 $ 23.20 10% $ 9.87 10% $ 21.06 25% $ 6.83 25% $42.94 $34.72 $77.66
2023 $ 23.89 3% $ 10.17 3% $ 26.33 25% $ 8.54 25% $44.23 $43.40 $87.63
2024 $ 24.61 3% $ 10.47 3% $ 32.91 25% $ 10.67 25% $45.56 $54.25 $99.80
2025 $ 25.35 3% $ 10.79 3% $ 41.14 25% $ 13.34 25% $46.92 $67.81 $114.73
2026 $ 26.11 3% $ 1.1 3% $ 51.42 25% $ 16.67 25% $48.33 $84.76 $133.09
2027 $ 26.89 3% $ 11.44 3% $ 53.99 5% $ 17.50 5% $49.78 $89.00 $138.78
2028 $ 27.70 3% $ 11.79 3% $ 56.69 5% $ 18.38 5% $51.27 $93.45 $144.72
2029 $ 28.53 3% $ 12.14 3% $ 59.53 5% $ 19.30 5% $52.81 $98.12 $150.94
2030 $ 29.38 3% $ 12.51 3% $ 62.50 5% $ 20.26 5% $54.40 $103.03 $157.43
2031 $ 30.27 3% $ 12.88 3% $ 64.38 3% $ 20.87 3% $56.03 $106.12 $162.15
2032 $ 31.17 3% $ 13.27 3% $ 66.31 3% $ 21.50 3% $57.71 $109.30 $167.01
2033 $ 32.11 3% $ 13.67 3% $ 68.30 3% $ 22.14 3% $59.44 $112.58 $172.02
2034 $ 33.07 3% $ 14.08 3% $ 70.35 3% $ 22.81 3% $61.22 $115.96 $177.18
2035 $ 34.06 3% $ 14.50 3% $ 72.46 3% $ 23.49 3% $63.06 $119.44 $182.50
2036 $ 35.09 3% $ 14.93 3% $ 74.63 3% $ 24.19 3% $64.95 $123.02 $187.98
2037 $ 36.14 3% $ 15.38 3% $ 76.87 3% $ 24.92 3% $66.90 $126.71 $193.61
2038 $ 37.22 3% $ 15.84 3% $ 79.18 3% $ 25.67 3% $68.91 $130.51 $199.42
2039 $ 38.34 3% $ 16.32 3% $ 81.55 3% $ 26.44 3% $70.98 $134.43 $205.41
2040 $ 39.49 3% $ 16.81 3% $ 84.00 3% $ 27.23 3% $73.10 $138.46 $211.57
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Rate Adjustments

Pay-As-You-Go

PAY-AS-YOU-GO ALTERNATIVE

AVERAGE MONTHLY USER COST FOR WATER SERVICE COMPARISON

TOLONO VS. ADJACENT COMMUNITIES (MEAN AVERAGE)
2020 - 2040 PROJECTIONS
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$60.00
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Rate Adjustments

Pay-As-You-Go

PAY-AS-YOU-GO ALTERNATIVE

AVERAGE MONTHLY USER COST FOR SEWER SERVICE COMPARISON
TOLONO VS. ADJACENT COMMUNITIES (MEAN AVERAGE)
2020 - 2040 PROJECTIONS

Village’s sewer rates would begin to trend
much higher than the mean average
trendline of adjacent communities

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040

I Tolono, IL Mean
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Rate Adjustments

Long-Term Financing

Water Sewer Water Sewer Combined
Year Fixed Fee % Increase | Usage Fee | % Increase Fixed Fee % Increase | Usage Fee | % Increase If ><m0qM_m__M=N\m_squ__m,“ 000 f1f ><M~M_m__wsm\m_ﬂ M:__m:“_ /000 f1F ><M~M_..”_M:_.m_\w_ﬂw””“ 000
2016 $ 11.41 0% $ 5.70 0% $ 8.30 0% $ 3.30 0% $22.81 $14.90 $37.71
2017 $ 11.41 0% $ 5.70 0% $ 8.30 0% $ 3.30 0% $22.81 $14.90 $37.71
2018 $ 13.69 20% $ 6.84 20% $ 9.96 20% $ 3.96 20% $27.37 $17.88 $45.25
2019 $ 14.37 5% $ 7.18 5% $ 10.46 5% $ 4.16 5% $28.73 $18.78 $47.51
2020 $ 16.87 17% $ 7.18 0% $ 13.48 29% $ 4.37 5% $31.23 $22.22 $53.45
2021 $ 18.56 10% $ 7.90 10% $ 14.83 10% $ 4.81 10% $34.35 $24.44 $58.80
2022 $ 20.41 10% $ 8.69 10% $ 16.31 10% $ 5.29 10% $37.79 $26.89 $64.67
2023 $ 22.45 10% $ 9.56 10% $ 17.94 10% $ 5.82 10% $41.57 $29.57 $71.14
2024 $ 23.13 3% $ 9.84 3% $ 19.74 10% $ 6.40 10% $42.81 $32.53 $75.35
2025 $ 23.82 3% $ 10.14 3% $ 20.72 5% $ 6.72 5% $44.10 $34.16 $78.26
2026 $ 24.54 3% $ 10.44 3% $ 21.76 5% $ 7.05 5% $45.42 $35.87 $81.29
2027 $ 25.27 3% $ 10.76 3% $ 22.85 5% $ 7.41 5% $46.78 $37.66 $84.44
2028 $ 26.03 3% $ 11.08 3% $ 23.99 5% $ 7.78 5% $48.19 $39.54 $87.73
2029 $ 26.81 3% $ 11.41 3% $ 25.19 5% $ 8.17 5% $49.63 $41.52 $91.15
2030 $ 27.62 3% $ 11.75 3% $ 26.45 5% $ 8.57 5% $51.12 $43.60 $94.72
2031 $ 28.44 3% $ 1211 3% $ 27.77 5% $ 9.00 5% $52.66 $45.78 $98.43
2032 $ 29.30 3% $ 12.47 3% $ 29.16 5% $ 9.45 5% $54.24 $48.07 $102.30
2033 $ 30.18 3% $ 12.84 3% $ 30.62 5% $ 9.93 5% $55.86 $50.47 $106.33
2034 $ 31.08 3% $ 13.23 3% $ 32.15 5% $ 10.42 5% $57.54 $52.99 $110.53
2035 $ 32.01 3% $ 13.63 3% $ 33.76 5% $ 10.94 5% $59.26 $55.64 $114.91
2036 $ 32.97 3% $ 14.03 3% $ 34.77 3% $ 11.27 3% $61.04 $57.31 $118.35
2037 $ 33.96 3% $ 14.46 3% $ 35.81 3% $ 11.61 3% $62.87 $59.03 $121.90
2038 $ 34.98 3% $ 14.89 3% $ 36.89 3% $ 11.96 3% $64.76 $60.80 $125.56
2039 $ 36.03 3% $ 15.34 3% $ 37.99 3% $ 12.32 3% $66.70 $62.62 $129.33
2040 $ 37.11 3% $ 15.80 3% $ 39.13 3% $ 12.69 3% $68.70 $64.50 $133.21
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Rate Adjustments

Long-Term Financing

LONG-TERM FINANCING ALTERNATIVE

AVERAGE MONTHLY USER COST FOR WATER SERVICE COMPARISON
TOLONO VS. ADJACENT COMMUNITIES (MEAN AVERAGE)
2020 - 2040 PROJECTIONS
$80.00

Village’s water rates would trend
slightly below (~¥5%) the mean average
trendline of adjacent communities

$70.00

$60.00

$50.00
$40.00 =
$30.00
$20.00
$10.00
$0.00

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040

I Tolono, L === Mean
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Rate Adjustments

Long-Term Financing

LONG-TERM FINANCING ALTERNATIVE

AVERAGE MONTHLY USER COST FOR SEWER SERVICE COMPARISON
TOLONO VS. ADJACENT COMMUNITIES (MEAN AVERAGE)
2020 - 2040 PROJECTIONS

$80.00

$70.00

Village’s sewer rates would regularly
$60.00

trend below the mean average trendline
650,00 of adjacent communities, ultimately
' about 7% less in 2040.

$40.00
$30.00
$20.00
$10.00

$0.00

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040

I Tolono, IL Mean
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Recommended Capital Project

Sequencing and Rate Adjustments

e |[f the Village plans to continue to operate and maintain both the
water and sewer system in good condition, we would recommend
pursuing low-interest IEPA long-term financing

e Benefits of financing these improvements include:
* Minimized impacts to annual water and sewer rates
= Potential for principal forgiveness (similar to grants)

= Allows improvements to be completed in a timely fashion minimizing risks
for critical failures
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What are the next steps?

e Does the Village want to commit to performing the capital projects and
proper operations/maintenance tasks necessary to maintain both
systems in good condition?

= |f yes, does the Village want to proceed with completion of the capital improvement
project plans (required by IEPA) to apply for funding?

= |f no, does the Village want to entertain proposals to purchase the existing water and
sewer systems?

e Donohue has provided proposals to complete project plans for the water
and sewer system should the Village opt to proceed as recommended
= Task Order #5 — Water System Capital Improvements Project Plan $29,500

Includes water distribution system mapping

= Task Order #6 — Wastewater System Capital Improvements Project Plan $28,500
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Questions?



Contact Information

Tim Cowan, PE

tcowan@donohue-associates.com
(217) 903-5088

Terry Boyer, PE
tboyer@donohue-associates.com
(217) 903-4437
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