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June 6, 2011  

To:  The Honorable Mayor and Commissioners           
Citizens of Downers Grove  

The Comprehensive Annual Financial Report (CAFR) of the Village of Downers 
Grove for the year ended December 31, 2010, is hereby submitted.  State law, as 
well as local ordinances, requires that the Village publish within six months of the 
close of each fiscal year, a report on its financial position and activity presented in 
conformance with generally accepted accounting principles (GAAP) and audited in 
accordance with generally accepted auditing standards by a firm of licensed 
certified public accountants.   

Responsibility for both the accuracy of the data presented and the fairness of the 
presentation, including all disclosures, rests with the Village management.  We 
believe the data as presented is accurate in all material aspects; that it is presented 
in a manner designed to fairly set forth the Village’s financial position and changes 
in financial position as measured by the financial activity of its various funds; and 
that all disclosures necessary to enable the reader to gain maximum understanding 
of the Village’s financial condition have been included.   The organization and 
content of the report follows the standards for annual financial reporting 
promulgated by the Governmental Accounting Standards Board (GASB). To 
provide a reasonable basis for making these representations, management of the 
Village has established a comprehensive internal control framework to protect the 
assets of the Village and to compile sufficiently reliable information for the 
preparation of the Village of Downers Grove’s financial statements in conformity 
with GAAP.  Because the cost of internal controls should not outweigh their 
benefits, the Village’s internal control framework has been designed to provide 
reasonable rather than absolute assurance that the financial statements are free of 
material misstatements.  As management, we assert that to the best of our 
knowledge and belief, this financial report is complete and reliable in all material 
aspects.  

The Village’s financial statements have been audited by Baker Tilly, a firm of 
licensed certified public accountants.  The goal of the independent audit is to 
provide reasonable assurance that the financial statements of the Village of 
Downers Grove for the year ended December 31, 2010, are free of material 
misstatements.  The independent audit involves examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements; 
assessing the accounting principles used and significant estimates made by 
management; and evaluation of the overall financial statement presentation. The 
independent auditors concluded, based upon the audit, that there was a reasonable 
basis for rendering an unqualified opinion that the Village’s financial statements of 
the year ended December 31, 2010, are presented fairly in conformity with GAAP.  
The independent auditors’ report is presented as the first component of the 
financial section of this report.      
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GAAP requires that management provide a narrative introduction, overview, and analysis to 
accompany the basic financial statements in the form of the Management Discussion & Analysis 
(MD&A).  This letter of transmittal is designed to complement that analysis and should be read 
in conjunction with it.  The Village’s MD&A can be found immediately following the report of 
the independent auditors.   

This report includes all financial activity for the funds, and departments for which the Village is 
financially accountable.  The criteria used to determine financial accountability is defined in 
Note 1 of the Financial Statements, on page 14.  The Police and Fire Pension Funds each have a 
separate Board that administers their respective fund resources and uses.  The Downers Grove 
Library has a separate Board that is appointed by the Village Council, and is reported as a 
discretely presented component unit.  Other local governments that serve the Downers Grove 
community do not qualify as entities for which the Village is accountable.  These governments 
include the Downers Grove Park District, the Downers Grove Sanitary District, all school 
districts, and the Downers Grove Township.  Therefore, the financial activities of these entities 
are not included in this report.    

PROFILE OF THE VILLAGE OF DOWNERS 
GROVE 
The Village of Downers Grove, which has a land area of about 
14.4 square miles, is located in DuPage County and is 22 miles 
west of Chicago. DuPage County is the second most populated 
county in Illinois, after Cook County. The median household 
income in the Village is $83,300. Along with several major 
arterial highways, three Burlington Northern commuter train 
stations are located in the Village; these provide commuters 
about a 25-minute train ride to and from Chicago and easy 
access to the entire metropolitan area.  

The resident population is 47,833; however, the Village’s 
corporate business parks and shopping districts raise the daytime 
population and economic activity, providing the Village the 
benefit of a significant level of sales tax revenue.  A review of the retail expenditure information 
suggests that the Village attracts residents from surrounding communities to support the sales tax 
income.  The property tax base is 76 percent residential, 21 percent commercial, and 3 percent 
industrial.  The ten leading commercial property tax payers are from a diverse economic base 
and account for only 8 percent of the total tax base.  

The Village of Downers Grove was originally settled in 1832 and was incorporated on March 
31, 1873.  Today, the Village operates under the Manager form of government.  As defined by 
Illinois statutes, the Village is a home-rule community and provides a full range of municipal 
services to its residential and commercial customers.  These services include police and fire 
protection; building code and fire prevention inspection services; emergency 911 dispatch 
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service; paramedic services; water services; a commuter bus transportation system; a commuter 
and residential parking system; community development services; and the construction and 
maintenance of streets, stormwater, and other municipal infrastructure.    

FACTORS AFFECTING FINANCIAL CONDITION 
Local Economy: The Village of Downers Grove maintained a relative strong financial position 
during the year, even with a decline in the sales taxes.  Major revenue sources include property 
taxes, sales taxes, telecommunication taxes and State income taxes.  The Village has a mixture 
of office, retail and industrial employment.  The unemployment rate has risen from 4.9 percent in 
2007 to 9.4 percent as of December 31, 2010.  The EAV for the Village was $2,406,292,233 for 
the 2010 tax levy, down over 5% from a year ago.  EAVs are expected to diminish in the future 
due to the housing value declines. As revenues decline, management continually monitors their 
impact on the budget and makes decisions accordingly.  In spite of the declining revenues, the 
Village continued to deliver important services to its customers in 2010.  Recognizing and 
responding to the challenging economic conditions, the Village provided these services in a 
fiscally responsible manner, identifying and implementing innovative ideas throughout the 
organization.  The customer service focus and fiscal responsibility was evident as the Village 
reduced General Fund expenditures for the third consecutive year while maintaining the high 
service level expected by the residents and businesses.  

Economic Development:

  

The Downers Grove Economic Development Corporation (EDC) is 
an independent not-for-profit entity supported by the Village of Downers Grove and over 20 
private-sector businesses.  The focus of the EDC is to leverage available resources to attract 
jobs and employers to Downers Grove, as well as retain established businesses.   With their 
help, the Village continues to work to strengthen the local economy, generate revenue for the 
Village and create opportunity for the community.  

 

O.A.S.I.S Strategy In 2010, the Village, EDC and the Downers Grove Area Chamber 
of Commerce and Industry launched the Ogden Avenue Site Improvement Strategy.  
This program seeks to improve the economic performance and physical appearance of 
the Ogden Avenue business district by offering matching grants to businesses for site 
and building improvements. 

 

A global provider of education service since 1931, DeVry Inc. is one of the largest 
publicly–held educational organizations in the world. In 2010, DeVry relocated its 
management team and staff to the Highland Landmark V building located near 31st 
Street and Highland Avenue and brings approximately 700 jobs to the Village. 

  

The Harold Zeigler Automotive Group established a Chrysler/Dodge/Jeep 
dealership at 2311 Ogden Ave., the former site of Downers Grove Dodge.  The new 
facility will create 75 jobs within the first year of operation and generate $100,000 in 
new sales tax revenue for the Village.  

 

Dover Corporation moved to 3005 Highland Ave. from their current home on Park 
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Avenue in New York, creating 125 new jobs.  The company manufactures products 
ranging from garbage trucks to oil drilling equipment.    

 
Packey-Webb and Pugi Hyundai both expanded their automobile dealerships on 
Ogden Avenue creating 20 new jobs and additional sales tax revenues.  

 

Lemon Tree Grocer opened up its doors in the Downtown during the year.    

 

Michael’s Fresh Market opened in early 2010 at 75th and Lemont Road creating 40 
new jobs resulting in approximately $100,000 in sales tax revenue  

 

Midwestern University will be constructing a new dental clinic in 2011, resulting in 
200 construction jobs and 100 new employees needed to staff the facility.   

Long Range Financial Plan:

   

The Long Range Financial Plan (LRFP) helps to ensure the present and future financial 
stability of the Village organization.  The plan is derived from a financial analysis of the 
Village’s expenses, revenues and debt capacity and takes into consideration current and 
future economic conditions. The plan is a key component of financial decision making and 
planning of the annual budget.   

As a result of recommendations within the current LRFP, the FY11 Budget provides for a 
balanced General Fund, (the main operating fund of the Village which includes the majority of 
Village services), no use of reserves, no changes in service levels and a continued investment 
in the Village’s infrastructure.   

Expense Control   

Expense reductions are a major part of the mix of recommendations made in the LRFP. Since 
2009, the Village has reduced spending by $8 million. While some savings were the result of 
service reductions or eliminations, most were due to gains in operational efficiencies.   

Personnel expenses are the largest expense of any municipal budget.  In the last three years, 
the Village has reduced the workforce by 45 positions, or 13%.   

Expense reductions will continue to be part of the FY11 Budget, with savings of $2.4 million 
driven by the following initiatives:   

 

Partnering with the Village of Westmont to consolidate emergency dispatch services: 
-$225,000 

 

Reduction in staff of 11.5 FTE (full-time equivalent) positions, through attrition:   
-$880,000 
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Changing the Village’s health care provider network. -$1.3 million  

Declining Revenues  

Village revenue is generated in various forms including sales tax, utility taxes, State income 
tax, the hotel tax and property tax. While the Village’s portfolio is diverse, many of these 
revenue sources have declined.  

Revenues from the aforementioned sources have declined by $4.1 million since 2007.  In 
response, the Village has needed to rebalance revenues with a greater reliance on property 
tax-the only predictable revenue source.  

The total property tax levy increased by approximately 12.08% in FY10.  This increase was 
for operational expenses and pension obligations, per the Long Range Financial Plan.  
Property taxes in the Village for 2010 were paid at a rate $0.4952 per $100 of equalized 
assessed value (EAV).  This means that a home valued at $300,000 paid $495.20 to the 
Village or approximately $52.90 more than last year.  It is important to note that the Village 
portion of the tax bill is generally about 10% of the total bill.  

Bond Refunding:  In March and November of 2010, the Village’s AA+ rating was reaffirmed by 
Standard and Poor’s (S&P) for two bond refundings of over $11 million which resulted in a net 
present value savings of over $850,000.  According to the S&P report, the Village’s AA+ rating 
reflects its participation in the deep and diverse Chicago metropolitan area economy, very strong 
income and extremely strong wealth levels, strong financial operations and strong reserve levels 
supported by strong financial management practices, and a low overall debt burden with limited 
capital needs.    

MAJOR INITIATIVES 
The Village staff, following specific directives from the Mayor, Village Council and the 
Village Manager, has been involved in a variety of initiatives throughout the year. The strong 
commitment to financial stewardship and innovation has resulted in the delivery of services 
in a fiscally responsible and cost-effective manner.  

Investment in Infrastructure

 

The LRFP calls for continued investment in Village infrastructure such as roads, sidewalks, 
and water mains to keep basic systems operational.  In 2010, the Village completed 20 major 
infrastructure projects, which included: 

 

$3.5 million in road improvements 

 

$5.4 million in stormwater improvements 

 

$1 million in water system improvements  

Stormwater Projects 
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A. 8th and Cumnor (July –Nov. 2010) 

Construction of a detention pond between 8th St. and 55th St. Also included 
replacement storm sewer and sewer structures.   

B. Benton Avenue (June – Oct. 2010)  
This project involved construction of underground detention, new and replacement 
storm sewers and the installation of replacement curb and gutter.  

C. McCollum Park (April 2009-Nov. 2010)  
The Village partnered with Downers Grove Park District to provide stormwater and 
recreational improvements. The project included excavation of a stormwater 
detention basin at the northeast corner of McCollum Park. Following excavation, 
underdrain & irrigation systems, modular block retaining walls, soccer field 
equipment, a new sand volleyball court, a new basketball court, and landscaping were 
constructed. The basin now serves as a soccer field in addition to storing stormwater 
after large rain events. 

D. Washington Park (April 2009- Sept. 2010) 
This project provided improvements to the neighborhood stormwater and drainage. 
Work included the excavation of two stormwater detention basins, plus the 
construction of concrete perimeter retaining walls and an underdrain irrigation 
system. Enhanced park features include a fountain, soccer and baseball field 
equipment, playground equipment, and landscaping. The basins will be used as 
softball & soccer fields and serve to hold stormwater after large rain events.   
By partnering with the Downers Grove Park District on this project, $4.9 million was 
saved.  The success of this project is evidenced by the recognition it has garnered:   

1. Outstanding Civil Engineering Achievement Award from the American Society of 
Civil Engineers.  

2.  Crown Communities Award by American City and County, which recognizes 
cooperation, creativity and leadership in municipal government project.   

Roadway Resurfacing  

In 2010, the Village used the software program Micropaver to assess and rank the condition 
of all Village streets, which amounts to 167 miles.  This process has helped to prepare and 
fine tune the road maintenance program and has been extremely useful for budgeting 
purposes.   

Water Rate Study  

The provision of clean, safe, water is a basic Village service.  The Village’s water system 
maintains:  
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200 miles of pipe 

 
3,000 main distribution valves 

 
2,600 fire hydrants 

 
Six pump houses and seven water towers 

In April 2010, the Village hired Municipal and Financial Services Group (M&FSG), a firm 
with expertise in the financial needs of water utilities.  They completed a water rate study to 
evaluate current water rates and make recommendations to ensure that adequate funding is 
available for the current and future operation of the Village's water system. 

The study identified the annual revenue requirements of the water system and compared 
those requirements with the annual revenues projected to be collected with current water 
rates.  If the Village maintains water pricing at the current level, there will be a $2.75 million 
deficit by 2011 which will increase to almost $5 million by 2015.  Put simply, the expenses 
needed to properly maintain the water system exceed the water revenues currently collected 
by the Village. 

There are three main reasons causing the need for change: 

 

People are using less water. Water consumption has declined by about 1% annually 
over the past five years and is projected to continue along this trend in the future.  

 

The cost of water is increasing. The price of water that the Village buys from the 
DuPage Water Commission has significantly increased and is expected to continue at 
a rate of 10% per year.  

 

The water system infrastructure is aging. Large portions of the system have 
reached their useful life. This includes water main pipes that deliver water to homes 
and businesses, as well as water towers. A significant investment is needed to avoid 
disruptions in water service due to failed equipment.  

In November, the Village Council agreed to implement recommendations made in the report.  
As of January 1, 2011, accounts are now charged a fixed-rate fee, based on the water meter 

size.   

Innovation:  The Village is in a strong financial position largely due to the innovative 
thinking of staff and the approaches implemented during 2010.  

Privatization of Counseling Services  

In 2010, the Village eliminated this service, one that was valued but we could no longer 
afford to provide.  A lease agreement for the building at 842 Curtiss St. was enacted with 
Associated in Family Care (AFC) of Naperville.   In exchange for below market rent, AFC 
agreed to provide counseling services to the same customers, employing the same counselors 
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previously in service to the Village.  

Operational Efficiencies  

Talks with Westmont began in 2010 to consolidate their emergency dispatch services with eh 
Village of Downers Grove.  This partnership will result in $300,000 annual savings for 
Downers Grove, as well as improved operating efficiency for both municipalities.  When 
fully enacted in 2011, dispatch for Westmont will be jointly operated out of the Village’s 
dispatch center.    

Environmental Sustainability  

Fleet Services  

 

An anti-idling policy was implemented 

 

Warming devices were installed in Village vehicles, eliminating the need to idle the 
engine for heat. 

 

Staff converted to the use of nitrogen to inflate tires on Village vehicles, resulting in 
improved mileage, vehicle performance and less labor.   

 

Alternative fuel usage continues with 76% of Village vehicles using fuels other than 
gasoline. 

 

Diesel consumption is down by 33,000 gallons.  

Solar Heating   

The Village is in the process of installing solar heating panels at the six well houses.  This 
change should improve energy efficiency by reducing the amount of gas and electricity used 
to heat the facilities.  A grant from the US Department of Energy has made this conversion 
possible.  

The Public Works garage and Fleet Services garage near Village Hall will also install the 
same type of solar heating panels in 2011.  

Rain Barrel Program  

In April 2010, the Village partnered with the Conservation Foundation to promote the sale 
and use of rain barrels.  A rain barrel will save the average homeowner about 1,300 gallons 
of water during the peak summer months or 40% of total household use.  The promotional 
period included educational rain barrel displays throughout the Village and an informational 
rain barrel presentation at the Library.  The sale exceeded expectations with 544 rain barrels 
sold.    
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Recognized Leader in Government:  The following highlights demonstrate the Village’s 
commitment to providing exceptional municipal services:  

 
In 2010, the Illinois Association of Municipal Management Assistants awarded the 
Outstanding Community Project Award to the Village for the Long Range Financial 
Plan. 

 

For the first time, the Government Finance Officers Association awarded the Village 
their Distinguished Budget Award for the 2010 Budget. 

 

Downers Grove was named Top municipal Agency in the category of municipal 
agencies with 76-100 sworn officers by the International Association of Chiefs of 
Police for their overall approach to traffic safety. 

 

Village staff were named for several other awards and accolades in 2010: 
o State of Illinois Safety Challenge 
o American Public Works Association (APWA) Technical Innovation Award 
o APWA End Loader Competition 
o Alliance for Innovation Recognition of Employee Engagement Efforts 
o Northern Illinois University Intern Supervisor of the Year 
o Illinois Chapter of the American Planning Association “Best Planning Tool” 

Award 
o Illinois Metropolitan Enforcement Group Director’s Award 
o American Society of Civil Engineers (ASCE) Award 
o National Recognition in Fire Education 
o Illinois Crime Prevention Officer of the Year 2010  

FINANCIAL MANAGEMENT POLICIES 
The Village of Downers Grove has several specific policies to guide its financial operations.  
Those policies relate to accounting and financial reporting, budgeting, cash management and 
investments, and purchasing.  The Village maintains budgetary controls to ensure compliance 
with legal provisions embodied in the annual budget approved by the Village Council. Activities 
of all Village Funds are included in the annual budget. The level of budgetary control (i.e., the 
level at which expenditures cannot legally exceed the budgeted amount) is established by the 
fund; however, Village management uses stricter controls on transfers between functions, 
requiring the approval of the Village Manager’s office.  The information presented in the 
financial statements is perhaps best understood when it is considered from the broader 
perspective of the specific environment within which the Village operates.  

Cash Management Polices and Practices:

  

Cash in the Village’s operating funds was invested in 
the Illinois Metropolitan Investment Fund (IMET), Illinois State Treasurer’s Pool (Illinois 
Funds), and other money market funds, U.S. Agency Treasuries and certificates of deposit.  The 
maturities of the investments range from next day (money market funds) to 36 months 
(certificates of deposit).  The average yields on the investments were three percent.  The Police 
and Fire Pension funds are managed by their respective boards.  Each board has a money 









Village of Downers Grove 
Management’s Discussion and Analysis 
For the Year Ended December 31, 2010 

                     

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

The Village of Downers Grove's (the 'Village') Management's 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 iv) and the Village's financial 
statements (beginning on page 3).  All amounts are stated in thousands unless otherwise 
indicated.    

Financial Highlights  

 

The Village’s net assets increased from $122.9 million as of December 31, 2009 
to $128.2 million as of December 31, 2010. 

 

The Village’s program revenue for the year ending December 31, 2010 totaled 
$17.6  million, unchanged from the year ended December 31, 2009.     

 

The Village’s total costs for the year ended FY10 were $59.2 million compared to 
the year ended December 31, 2009 at $64.5 million.  

Using the Financial Section of this Comprehensive Annual Report  

The focus of these financial statements 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.   

Government-Wide Financial Statements  

The government-wide financial statements (see pages 3 - 4) are designed to provide 
readers with a broad overview of the Village’s finances, in a manner similar to private-
sector business. 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') is designed to be 
similar to 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.  
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The Statement of Activities (see page 4) 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 public safety, 
public works, community development, community services, interest on debt and general 
government administration.  Property taxes, state 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, including Waterworks and Parking operations 
where the fee for service typically covers 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 5-13) presentation more familiar. The focus is on major funds rather 
than fund types.  All of the funds in the Village can be divided into three categories; 
governmental funds, proprietary funds and fiduciary funds.  

Governmental funds (pages 5-8) 
These funds are used to account for essentially the same functions reported as activities in 
the Government-wide financial statements.  However, unlike the government-wide 
financial statements, government fund financial statements focus on near-term inflows 
and outflows of spendable resources, as well as balances of spendable resources available 
at the end of the fiscal year.  Because the focus of governmental funds is narrower than 
that of government-wide financial statements, it is useful to compare the information 
presented for governmental funds with similar information presented for governmental 
activities in the government-wide financial statements.  By doing so, readers may better 
understand the long-term impact of the government’s near-term financing decisions.  
Both the governmental fund balance sheet and the governmental fund statement of 
revenues, expenditures and changes in fund balances provide a reconciliation to facilitate 
this comparison between governmental funds and governmental activities.  

Proprietary funds (pages 9-11)   
The Village of Downers Grove maintains two different types of proprietary funds:  
enterprise funds and internal service funds.  Enterprise funds are used to report the same 
functions presented as business-type activities in the government-wide financial 
statements.  The Village uses enterprise funds to account for its waterworks and parking 
operations.  Internal service funds are an accounting device used to accumulate and 
allocate costs internally among the Village’s various functions.  The Village uses internal 
service funds to account for its fleet service, vehicle and equipment replacement and self-
insurance.  Proprietary funds provide the same type of information as the government-
wide financial statements only in more detail.  The proprietary fund financial statements 



Village of Downers Grove 
Management’s Discussion and Analysis 
For the Year Ended December 31, 2010 

                     

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

provide separate information for the Waterworks and Parking funds, both of which are 
considered to be major funds of the Village.  Conversely, the internal service funds are 
combined into a single, aggregated presentation in the proprietary fund financial 
statements.  

Fiduciary funds (pages 12-13)  
The fund financial statements also allow the government to address its Pension Funds 
(Police and Firefighters) 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.  

Notes to the Financial Statements (pages 14-53) 
The notes provide additional information that is essential to a full understanding of the 
data provided in the government-wide and fund financial statements.  

Required Supplementary  Information (pages 54-60) 
In addition to the basic financial statements and notes, this report also presents required 
supplementary information concerning the Village’s budgetary comparisons of the 
general and major special revenue fund and status in funding its obligations to provide 
pension benefits to its employees.  

Combining and individual fund financial statements and schedules (pages 61-102) are 
presented following the supplementary information on pensions.  

Supplemental information (pages 103-114) provides a schedule of insurance in force and 
schedules of long term debt requirements.   

The statistical section (pages 115-134) presents comparative and trend data, generally 
presented on a multi-year basis, information concerning demographic, economic and 
social data about the Village, as well as its fiscal capacity.  This data should assist the 
reader in understanding the Village’s overall financial condition.  

Infrastructure  

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.  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 


