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INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor
Members of the Village Council
Village of Downers Grove, Iilinois

We have audited the basic financial statements and the combining and individual fund financial
statements of the Village of Downers Grove, Illinois, as of and for the year ended April 30, 2005,
as listed in the accompanying table of contents. These financial statements are the responsibility
of the Village of Downers Grove, Ilinois’ management, Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material
respects, the financial position of the Village of Downers Grove, Illinois, as of April 30, 2005,
and the results of its operations and cash flows of its proprietary funds for the year then ended, in
conformity with accounting principles generally accepted in the United States of America. Also,
in our opinion, the combining and individual fund financial statements referred to above present
fairly, in all material respects, the financial position of each of the individual funds of the Village
of Downers Grove, Illinois, as of April 30, 2005, and the results of operations of such funds and

. cash flows of individual proprietary funds for the year then ended. " -

Our audit was made for the purpose of forming an opinion on the basic financial statements taken
as & whole and on the combining and individual fund financial statements. The financial
information listed as schedules and suppiemental data in the accompanying tabie of contents is
presented for purposes of additional analysis and is not a required part of the basic financial
statements of the Village of Downers Grove, lllinois. Such information has been subjected to the
auditing procedures applied in the audit of the basic, combining and individual fund financial
Statements and, in our opinion, is fairly stated in all material respects in relation to the basic

financial statements and each of the combining and individual fund financial statements taken as
a whole.
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The Management’s Discussion and Analysis and the other required supplementary information

listed in the table of contents are not a required part of the basic financial statements but are
supplementary information required by. the Governmental Accounting Standards Board. We
have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opinion on it.

The introductory and statistical information listed in the table of contents was not audited by us
and, accordingly, we do not express an opinion thereon. '

Jdot Do & 6 1P

Aurora, Hlinois
August 5, 2005




Village of Downers Grove

Management’s Discussion and Analysis
For the Fiscal Year Ended April 30, 2005

The Village of Downers Grove's (the 'Village') Managements Discussion and Analysis is
designed to (1) assist the reader in focusing on significant issues, (2) provide an overview
of the Village's financial activity, (3) identify changes in the Village's financial position
(its ability to address the next and subsequent year challenges), (4) identify any material
deviations from the financial plan (the approved budget), and (5) identify individual fund
issues or concerns.

Since the Management's Discussion and Analysis (MD&A) is designed to focus on the
current year's activities, resulting changes and currently known facts, please read it in
conjunction with the Transmittal Letter (beginning on page ix) and the Village's financial
statements (beginning on page 3).

Financial Highlights

e The Village’s net assets increased from $104.1 million as of Apnl 30, 2004 to
$111.8 million as of April 30, 2005.

¢ The Village's program revenue for fiscal year 2003/2004 totaled $21.1 million
and for fiscal year 2004/2005 totaled $18.8 million.

e The Village’s total costs for fiscal year 04/05 are $49.5 million compared to fiscal
year 2003/2004 at $52.2 million.

Using the Financial Section of this Comprehensive Annual Report

The financial statement's focus (implemented in 2003/2004) is on both the Village as a
whole (government-wide) and on the major individual funds. Both perspectives
(government-wide and major fund) allow the user to address relevant questions, broaden
a basis for comparison (year to year or government to government) and enhance the
Village's accountability. These changes were mandated by the Governmental Accounting
Standards Board (GASB) in their GASB statements #34 “Basic Financial Statements-and
Management’s Discussion and Analysis-for State and Local Governments™ and #37
“Basic Financial Statements-and Management’s Discussion and Analysis-for State and
Local Governments Omnibus.”

Government-Wide Financial Statements

The government-wide financial statements (see pages 3 - 5) are designed to be
corporate-like in that all governmental and business-type activities are consolidated into
columns which add to a total for the Primary Government. The focus of the Statement of
Net Assets (the “Unrestricted Net Assets™) 1s designed to be similar 1o bottom line results
for the Village and its governmental and business-type activities. This Statement
combines and consolidates governmental funds’ current financial resources (short-term
spendable resources) with capital assets and long term obligations using the accrual basis
of accounting and economic resources measurement focus,

See independent auditor’s report.
-MD&A 1-




Village of Downers Grove

Management’s Discussion and Analysis
For the Fiscal Year Ended April 30, 2005

The Statement of Activities (see pages 4 - 5) is focused on both the gross and net cost of
various activities (including governmental and business-type), which are supported by the
governments’ general taxes and other resources. This is intended to summarize and
simplify the user's analysis of the cost of various governmental services and/or subsidy to
various business-type activities.

The Governmental Activities reflect the Village's basic services, including police, fire,
public works, community development, health and social services, interest on debt and
administration. Shared property taxes, state sales tax, home rule sales tax, local utility tax
and shared state income taxes finance the majority of these services. The Business-type
Activities reflect private sector type operations, historically including Water,
Transportation and Parking operations. Generally, these Business-type Activities are
designed to be based on a fee for service to cover all or most of the costs of operation,
including depreciation.

Fund Financial Statements

Traditional users of governmental financial statements will find the Fund Financial
Statements (pages 6 - 19) presentation more familiar. The focus is on major funds rather
than fund types.

The Governmental Major Funds (see pages 6 - 11) presentation is organized on a sources
and uses of liquid resources basis. This is the manner in which the financial plan (the
budget) is typically developed. The flow and availability of liquid resources is a clear and
appropriate focus of any analysis of a government. Funds are established for various
purposes and the Fund Financial Statements facilitate the illustration of sources and uses
and/or budgeting compliance associated therewith.

The Fund Financial Statements also allow the government to address its Pension Funds
(Police Pension and Firefighters Pension Fund) and agency fund. These funds represent
trust responsibilities of the government; the assets are restricted in purpose and do not
represent discretionary assets of the government. Therefore, these assets are not presented
as part of the Government-Wide Financial Statements.

While the Total columns on the Business-type Fund Financial Statements (see pages 14 -
15) are the same as the Business-type columns at the Government-Wide Financial
Statements except for the internal service fund allocation, the Governmental Major Funds
Total column requires a reconciliation because of the different measurement focus
(current financial resources versus economic resources) which is reflected on the page
following each statement (see pages 8 and 11). The flow of current financial resources
will reflect bond proceeds and interfund transfers as other financial sources, as well as
capital expenditures and bond principal payments as expenditures. The reconciliation will
eliminate these transactions and incorporate the capital assets and long-term obligations

Sce independent auditor’s report.

-MD&A 2-




Village of Downers Grove

Management’s Discussion and Analysis
For the Fiscal Year Ended April 30, 2005

{bonds and others) into the Governmental Activities column (in the government-wide
statements).

Infrastructure Assets

Historically, a government's largest group of assets (infrastructure - roads, bridges,
sidewalks, storm sewers, etc.) have not been reported nor depreciated in the Village’s
governmental financial statements. The new GASB statements require that these assets be
valued and reported within the Governmental column of the Government-wide
Statements. Additionally, the government must elect to either (1) depreciate these assets
over their estimated useful lives or (2) develop a system of asset management designed to
maintain the service delivery potential to near perpetuity. If the government develops the
asset management system (the modified approach) which periodically (at least every third
year), by category, measures and demonstrates its maintenance of locally established
levels of service standards, the government may record its cost of maintenance in lieu of
depreciation. The Village of Downers Grove has chosen to depreciate assets over their
useful lives. If a road project is considered maintenance - a recurring cost that does not
extend the road’s original useful life or expand its service potential - the cost of the
project will be expensed. An 'overlay' of a road will be considered maintenance whereas a
“rebuild” of a road will be capitalized.

Financial Analysis of the Village’s Funds (in thousands)

The Village implemented the new financial reporting model beginning with the fiscal
year ended April 30, 2004. Over time, as year-to-year financial information 1s
accumulated on a consistent basis, changes in net assets may be observed and used to
discuss the changing financial position of the Village as a whole.

Statement of Net Assets (in thousands)

The Village’s combined net assets increased by $7,741 or 7.4% from fiscal year 2004,
increasing from $104,098 to $111,839. The governmental activities increased from
$75,453 to $81,843 in fiscal year 2005. The business-type activities net assets increased
from $28.,645 to $29,996.

Table one (1) reflects a consolidated Statement of Net Assets. For more detailed
information see the Statement of Net Assets found on page 3.

See independent auditor’s report.
-MD&A 3-




Village of Downers Grove

Management’s Discussion and Analysis
For the Fiscal Year Ended April 30, 2005

Table 1
Statement of Net Assets {in thousands)
As of April 30
Governmental Activities ~ Business-type Activities Total
2005 2004 2005 2004 2005 2004
Current and other assets $ 36228 § 34,789 § 5040 § 5762 § 42268 § 40551
Capital assets 111,826 105,701 33,923 30,720 145,749 136,421
Total assets $ 148054 $ 140490 $ 39,963 $ 36482 § 188017 § 176972
Current liahilities $ 18,057.3$ 15,172 § 3,139 § 1806 $ 21,196 § 16,978
Noncurrent liabilities 48,154 48 B65 7,886 6,031 56,040 55,896
Total liabifities $§ 66211 § 65037 § 11,025 § 7837 % 77236 § 72,874
Net Assets
Invested in capital assets,
net of related debt $ 63898 $ 62467 $ 25531 % 24031 § 89429 $ 86,498
Restricted net assets 5,982 4815 - - 5,982 4,815
Unrestricted net assets 11,963 8,171 4,465 4,614 16,428 12,785
Total net assets $ B1843 § 75453 $ 29996 § 28645 § 111839 § 104,008

Normal Impacts

There are six basic (normal) transactions that will affect the comparability of the
Statement of Net Assets summary presentation.

Net Results of Activities: which will impact (increase/decrease) current assets and
unrestricted net assets.

Borrowing for Capital: which will increase current assets and long-term debt.

Spending Borrowed Proceeds on New Capital: which will reduce current assets and
increase capital assets. There is a second impact, which is an increase in “invested in
capital assets” and increase of “invested in capital assets, net of related debt.”

Spending of Nonborrowed Current Assets on New Capital: which will (a) reduce current
assels and increase capital assets and (b} will reduce unrestricted net assets and increase
investment in capital assets, net of related debt.

Principal Payment on Debt: which will (a) reduce current assets and reduce long-term
debt and (b} reduce unrestricted net assets and increase invested in capital assets, net of
related debt.

See independent auditor’s report,
-MD&A 4-




Village of Downers Grove

Management’s Discussion and Analysis
For the Fiscal Year Ended April 30, 2005

Current Year Impacts

The total increase of combined net assets of $7,741 was a result of the governmental
activities net assets increasing by $6,390 and the business-type activities increasing by
$1,351.

The governmental activities total assets increased by $7,564 and the governmental
activities total liabilitics increased by $1,174. . The increase in governmental activities
assets is due 1o increase in capital assets, other tax receivables, the addition of the Police
Pensions’ net pension asset, and an increase in.due to other funds and advances to other
funds. The total governmental activities liabilities increase is due primarily to the
increase in General Obligation (G. O.) debt. .

The business-type activities total assets increased by $3,481 and the business-type
activities total liabilities increased by $3,188. The increase in business-type assets is
primarily due primarily to the note receivable from the Potentially Responsible Parties of
the contaminated water area and the business-type activities liabilities increase is due to
increase in the note payable to the DuPage Water Commission for the contaminated
water area and the unearned revenue from a 40-year METRA agreement.

Changes in Net Assels

The Village’s combined changes in net assets for the primary government from 2004 to
2005 was an increase of $7,741. Governmental activities net assets increased in 2005 by
$6,390 and business-type activities increased in 2005 by $1,351. Table two (2) will focus
on the changes of net assets of the governmental and business-type activities.

See independent auditor’s report.
-MD&A 5-




Village of Downers Grove

Management’s Discussion and Analysis
For the Fiscal Year Ended April 30, 2005

Table 2
Change in Net Assets (in thousands}
As of April 30
Govemnmental Activities Business-type Activities Totat
2005 2004 2005 2004 2005 2004

Revenues:

Program revenues:

Charges for services $ 5203 $ 8441 $ 11,204 $ 10572 $ 16497 & 19,013

Operating grants & contributions 1,708 1,953 - - 1,708 1,953

Capital grants & contributions 617 170 - - 617 170
General revenues: .

Property taxes 8,993 9,193 .- - 8,993 9,193

Other taxes 28,984 24,410 - - 28,984 24,410

Other 370 538 40 34 410 572

Total revenues $ 45965 § 44705 § 11,244 $§ 10606 § 57209 $ 553N

Expenses:

General government $ 626 % 3876 $ - 5 - 8 626 S 3,876

Public works 9,717 8,707 - - 9717 8,707

Community development 1,566 1,491 - - 1,566 1,491

Public safety 23,138 22,551 - - 23,138 22,551

Community services 2,747 2,601 - - 2,747 2,601

Interest and fiscal charges 1,881 2,067 - - 1,881 2,067

Waterworks - 8,460 9,112 8,460 9,112

Parking - 793 1,212 793 1,212

Transportation - 540 671 540 671

Total expenses $ 39675 $ 41,293 § 9793 & 10995 § 49468 § 52288

Change in net assets before tra $ 6,290 § 3412 % 1451 § (389) $ 7741 % 3,023

Transfers 100 100 {100) {100} -

Change in net assets $ 6390 % 3512 % 1351 § (489) § 7741 8 3,023

There are eight basic impacts on revenues and expenses which are reflected below.
Revenue:

Economic Conditions: This can reflect a declining, stable or growing economic
environment and has a substantial impact on state income, sales and utility tax
revenue as well as public spending habits for building permits, elective user fees
and volumes of consumption.

Increase/decrease in Village Approved Rates: While certain tax rates are set by
statute, the Village council has significant authority to impose and periodically
mcrease/decrease rates (water, parking, tees, home rule sales tax, utility tax, etc).

Changing Patterns in Intergovernmental and Grant Rrevenue (both recurring and
nonrecurring): Certain recurring revenues (state shared revenues, etc.) may

See independent auditor’s report.
-MD&A 6-




Village of Downers Grove

Management’s Discussion and Analysis
For the Fiscal Year Ended April 30, 2005

experience significant changes periodically while nonrecurring (or one-time)
grants are less predictable and often distortive in their impact on year-to-year
comparisons.

Market Impacts on Investment Income: The Village’s investment portfolio is
managed using a short-term average maturity and market conditions may cause
investment income to fluctuate less than alternate longer-term options.

Expenses:

Introduction of New Programs: Within the functional expense categories (Public
Works, Fire, Police, etc) individual programs may be added or deleted to meet
changing community needs or in response to unfunded mandates from other
governmental levels.

Increasing Authorized Personnel: Changes in service demand may cause the
Village Council to increase/decrease authorized staffing levels; staffing costs
(salaries and related benefits) represent approximately 45.5% of the Village’s
General Fund operating costs.

Salary Increases (annual adjustments and merit): The ability to attract and retain
human and intellectual resources requires the Village to strive for a competitive
salary range position in the marketplace. In addition, the Village has 2 separate
bargaining units representing and negotiating for various segments of the
employee population.

Inflation: While overall inflation appears to be reasonably low, the Village is a
consumer of certain commodities, such as supplies, parts and fuels, which may
experience unusually high price increases.

Current Year Impacts

Governmental Revenues

The revenues for the Village’s governmental activities for 2005 are $45,965. The largest
tax collected by the Village, property tax remained constant from 2004. The second
largest tax collected, sales tax increased from $14,796 to $17,195. The sales tax consist
of a 1% state portion and .50% local home rule tax that was implemented in June 2003.
The increase is due to the Home Rule sales taxes collected for a full year during 2005
compared to a partial year in 2004. The increase can also be contributed to an increase in
sales within the Village; the Village added new business in 2005, one example is Fry’s
Electronics. Governmental activities program revenues decreased by $2,946 from 2004
to 2005. The decrease is attributable to decreases in Police fines and fees, ambulance
fees, and permit fees.

See independent auditor’s report.
-MD&A 7-




Village of Downers Grove

Management’s Discussion and Analysis
For the Fiscal Year Ended April 30, 2005

Investment earnings increased by $100K which was primarily due to the increase in
interest rates during fiscal year 2005.

Governmental Expenses

The expenses for the Village’s governmental activities for 2005 were $39,675. The
governmental activities expenses decreased 3.9% from 2004 to 2005. Public safety,
which includes Police and Fire, has the largest portion of expenses in the Village,
$23,138, 50.5% of the total governmental activities expenses. Public works is-the second
largest program with $9,717 expenses in fiscal year 2005.

Business-type Revenues

The revenues for the Village’s business-type activities for 2005 are $11,244, a $1,638
increase from fiscal year 2004. The largest business-type activities, the waterworks
fund, increased by $1,438. The increase is due to the addition of approximately 700 new
customers due to the contaminated water area and the revenue collected on those new
connections into Village water lines. The parking fund revenue increased due to the
parking deck opening in October 2005.

Business-type Expenses

The expenses for the Village’s business-type activities for 2005 are $9,793, a $1,202
decrease from fiscal year 2004. The waterworks fund expenses decreased due to
decreased depreciation and water cost. The parking funds decrease is due to the decrease
in depreciation expenses in fiscal year 2005.

Major Governmental Funds

The General Fund is the Village’s primary operating fund and is the largest source of
day-to-day operations. The fund balance in the General Fund increased by $5,177. The
contributing factors to the increase in fund balance were the large increase in revenue
over projections and continued efforts to control operating costs which decreased general
fund expenditures by $1,049.

The Downtown Development Tax Increment District (TIF) has a fund balance of
$(1,124) compared to April 30, 2004 of $6,123 for a decrease of $7.247. This decrease is
due to the completion of the parking deck in 2005 and the increase in transfer for debt
service payments.

The G.O. Bonds Downtown Redevelopment Fund has a fund balance of $431, compared
to fiscal year 2004 of $(3,508). This increase is due to the refunding of the 1999 and
2000 series debt during fiscal year 2005.

See independent auditor’s report.
-MD&A 8-




Village of Downers Grove

Management’s Discussion and Analysis
For the Fiscal Year Ended April 30, 2005

The Capital Improvements fund has a fund balance of $3,044, which is down from fiscal
year 2004. This decrease is due to the increase in capital spending and decrease in
revenues collected.

General Fund Budgetary Highlights

The General Fund’s original budget was $37.9 million for the current year, One budget
amendment was approved whose most significant items were:

1. The Village settled with PrimeCo regarding the infrastructure maintenance fees
paid to the Village. This settlement totaled $271.

2. The Village had payouts for sales tax abatement agreements above the budget due
to higher than anticipated sales at the involved entities. The budget was amended
for an additional $228.

3. The fire training program experienced greater demand for their training than
anticipated. This resulted in an increase in the amount of $70.

4. Miscellaneous budget adjustments totaling $93.

Revenues in the general fund were 4.0 percent or $1,689 over the revised budget.
Expenses in the general fund were 8.0 percent or $2,855 under budget.

Favorable revenue increases were realized in intergovernmental revenues (9.4%) and
investment income (69.3%).

Favorable expense variances are noted throughout most departments in the Village.
Capital Asset and Debt Administration (in thousands)
Capital Assets

For the fiscal year ended April 30, 2004, the Village adopted a new capitalization
threshold due to the implementation of GASB 34. The capitalization threshelds were
increased from $5 to $25. The new standard required all departments to identity their
capital assets. The Village conducted a physical inventory and recorded the information
in a stand-alone fixed asset application and recorded this activity in the general ledger.
These capital assets are included in the Village’s entity-wide statements. The total net
capital assets for the governmental activities and proprietary activities totaled $110,653
and $29,135, respectively.

The newest asset for the Village’s governmental funds is the parking deck on Curtiss
Street. This project was started in fiscal year 02/03 and was completed in fiscal year
04/05. The parking deck was built in response to the demand for more parking spaces for
the downtown shoppers and the train commuters.

See independent auditor’s report.
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Village of Downers Grove

Management’s Discussion and Analysis
For the Fiscal Year Ended April 30, 2005

Capital Assets
Net of Accumuiated Depreciation
{$ are in thousands)

Governmental Activities Business-type Activities Total
2005 2004 2005 2004 2005 2004

Capital assets, not

being depreciated

Land $ 17,910 § 17910 § 3507 § 3507 § 21417 § 21,417
Construction in

progress 309 8,611 158 901 467 9512
Capital assets,

being depreciated

Infrastructure 68317 67,348 10,488 8,993 78,805 76,342
Buildings 13,390 1,398 4,966 5,080 18,356 6,488
Improvements

other than buildings 3,325 2,554 7,780 8,237 11,105 10,791
Capitat equipment 7,402 7,879 2,236 3,263 9,638 11,142
Total $ 110653 § 105701 § 29135 § 20991 $§ 139788 § 135692

Long Term Debt (in thousands)

At the end of the fiscal year, the Village had total bonded debt of $46,755. Of this total,
$41,655 is debt to be repaid from the proceeds of downtown tax increment
redevelopment district. These redevelopment districts generate higher taxes as they
develop, and those taxes are used for debt service. In the event that the incremental taxes
are insufficient, the government has pledged its ad valorem property tax authority as a

guarantee. For more detail, see Notes to the Financial Statements #6.

See independent auditor’s report.
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Village of Downers Grove

Management’s Discussion and Analysis
For the Fiscal Year Ended April 30, 2005

Qutstanding General Obligation Debt (in thousands)

Governmental Activities  Business-type Activities Total
General Obligation Bonds: 2005 2004 2005 2004 2005 2004
Tax IncrementBonds § 37,155 36,435 § - % 37155 36,435
Fairview Resurfacing 2,065 2,245 - 2,065 2,245
Water Meter Devices - 3,035 3,410 3,035 3,410
Total 39,220 38,680 3,035 3,410 42,255 42,090
Taxable General Obligation
Bonds:
Tax Increment Bonds  § 4,500 4500 § - - % 4,500 4,500
Total G.O. Bonds $ 43720 43,180 § 3,035 3410 § 46,755 46,530

The debt for the water meter devices of $3,035 is funded by the operations of the Water
Fund and guaranteed by the revenve of the Water Fund.

The Village refinanced the $4.5 million taxable G.O. bond for an additional two years at
the same rate of the previous bonds.

The Village’s general obligation bonds are rated AAA by Standard & Poor’s. These
ratings are disclosed on the face of the final official statements for the bonds and the
ratings have not changed since the last issuance. State Statutes do not limit the amount of
general obligation debt a home-rule municipality may issue.

Economic Factors and Next Year’s Budgets and Rates

The economy has had a negative impact on the Village’s sales and home rule tax. This
was considered when the budget was being developed for the next fiscal year. The
Village evaluated potential revenue sources and reviewed the property tax rates in the
area and ascertained that the Village has one of the lowest property tax rates in DuPage
County. After careful consideration and in the interest of addressing the budget shortfall
with a stable revenue source, the Village raised property taxes.

See independent auditor’s report.
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Village of Downers Grove

Management’s Discussion and Analysis
For the Fiscal Year Ended April 30, 2005

Requests for Information

This financial report is designed to provide a general overview of the Village’s finances
for all those with an interest in the Village’s operations. Questions concerning any of the
information provided in this report or any requests for additional financial information
should be addressed to the Rita A. Trainor, Director of Financial Services/Treasurer, 801
Burlington Ave, Downers Grove, lllinois 60515.

See independent auditor’s report.
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