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VILLAGE OF HUNTLEY

FINANCE DEPARTMENT

March 17,2003

Honorable Village President and Board of Trustees
Village of Huntley, Illinois

11704 Coral Street

Huntley, IL 60142

Ladies and Gentlemen:

The comprehensive annual financial report of the Village of Huntley, Illinois for the eight
months ended’ December 31, 2002, is hereby submitted. The Village changed its fiscal
year from April 30" to December 31St effective May 1, 2002 therefore; this report is
based on an eight month period. This report represents a comprehensive picture of the
Village’s financial activities during the eight month period and the condition of the
various funds at December 31, 2002. Responsibility for both the accuracy of the data, and
the completeness and fairness of the presentation, including all disclosures, rests with the
Village. To the best of my knowledge and belief, the enclosed data is accurate in all
material respects; that it is presented in a manner designed to fairly set forth the financial
position of the Village and the results of its operations as measured by the financial
activity of its various funds and account groups. All disclosures necessary to enable the
reader to gain the maximum understanding of the Village’s financial activities have been
included.

This comprehensive financial report is presented in three sections: introductory, financial,
and statistical. The introductory section includes this transmittal letter, the Village’s
organizational chart and a list of principal officials. The financial section includes the
general purpose financial statements and the combining, individual fund and account
group financial statements and schedules, as well as the auditor’s report on the financial
statements and schedules. The statistical section includes selected financia) and
demographic information, generally presented on a multi-year basis.

¢

11704 Coretl Street = PO. Box 1018 ¢ Huntley, Hlinois 60142 » 847-669-9600 Fax 847-669-0472
wunw . burtley. il wus



The Reporting Entity and its Services

The Village of Huntley was organized in 1851 and incorporated in 1872. Approximately
800 people settled here within the first three years. From 1851-1930, Huntley grew
steadily. The 2000 Federal Census placed the Village’s population at 5,730. Today, based
on building permits issued, the estimated population is 11,000 residents and the Village’s
professional land use consultant estimates the Village’s population to be approximately
32,000 residents by the year 2010.

The Village operates under the Council/Manager form of government. The Village Board
adopted the Manager form of government as a part of continued commitment to find the
most efficient and effective manner in which to run the day-to-day operations of the
Village. Huntley is a non-home rule municipality as defined by the Illinois Constitution.
Huntley is located along the Interstate 90 Corridor approximately 40 miles northwest of
the City of Chicago within the counties of Kane and McHenry with a land area of 14
square miles.

The Village provides a full range of services as the needs and resources of the community
dictate. This range of service includes public safety, streets, water and wastewater,
planning and zoning, building inspection, public improvements and general
administrative services.

For financial reporting purposes, the criteria provided in Government Accounting
Standards Board Statement No. 14 have been considered and there are no agencies or
entities which should be presented with the Village. Excluded from this report are School
District 158, Huntley Fire Protection District, Huntley Area Library, and the Huntley
Park District. These entities are separate governments, organized under the laws of the
State of [llinois. They are directed by popularly elected boards performing functions,
which are not provided by the Village. The Village does not control their fiscal
management or operations, nor is the Village legally responsible for the funding of
operations or debt.

Economic OQutlook

There are a number of factors that influence the economy of a specific community and
various measures are used to gauge the economic outlook. Four of the most objective
measures are the level of retail sales, the employment level of the community, income
levels in the community, and building activity. In Illinois, sales taxes are allocated based
upon the point-of-sale, and accordingly represent the sales in the community.

The Village of Huntley, not unlike al} municipalities across the State of Illinois, is
challenged with providing municipal services to its residents with a stagnant or shrinking
revenue base. However, what may make Huntley unique from many of the other
municipalities is the fact that we are probably serving a population double our 2000
census population of 5,730. This is significant information due to the fact that many of
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the revenues received from the State are issued on a per capita basis. In addition, the
State’s recovery from the national recession continues to be slow and a complete
recovery has yet to materialize. It should be noted that the State has completely dropped
the photo processing tax, which means a loss of approximately $10,000 to the Village. A
Special Census will be conducted in 2003 to maximize per capita State revenues.

Major Initiatives

Eight month period Significant Accomplishments

Purchased twelve acres of property for the Village’s future Municipal Complex
site,

Obtained a NPDES permit for the final ultimate expansion of the East Wastewater
Treatment Plant and construction has commenced with an estimated completion
date of fall 2003.

The first major expansion of the West Wastewater Treatment Plant is nearing
completion.

The Coral Street rehabilitation project to improve the infrastructure and aesthetic
appearance of the downtown area is scheduled for completion before the end of
November.

The Village successfully implemented the state mandated Backflow Prevention
program through Backflow Solutions, Inc. All residential and commercial water
utility customers in the Village were successfully surveyed.

A comprehensive water rate study was completed and approved by the Village
Board.

The Village Board adopted a formal street maintenance/pavement management
program for all streets in the Village, which will serve as a very valuable planning
resource for years to come.

The Village presented a proactive/comprehensive access plan to McHenry County
officials for planned access to county roadways. This is an on-going challenge for
the Village. However, it is important to note that the Village has been a catalyst
for other municipalities in the County and will continue to strive to strengthen the
Village’s transportation network.

A temporary overlay was placed on Kreutzer Road for the ever increasing traffic
volumes using the roadway.

An application was filed with the McHenry County Council of Mayors for the
westerly expansion of Kreutzer Road from Route 47 to West Main Street.

The Village continues to diligently work with neighboring communities on
boundary agreements, specifically, the Village of Hampshire to watch out for
Huntley’s best interest.

The Village’s Economic Development Committee (EDC) was re-established.
Jewel-Osco was welcomed to the community with a grand opening in August.
Early warning sirens were installed at six (6) locations throughout the Village
thanks in part to a $50,000 grant from the Illinois Department of Commerce and
Community Affairs (DCCA).



The West Side Sub Area Plan, a proactive planning document, was adopted by the
Village Board to control growth on the west side of the Village.

A request was filed with the United States Census Bureau to conduct a Special
Census in 2003. Based on occupancy permits issued, it 1s anticipated that the
Village’s population is at least double the 5,730 from the 2000 Census population.

Future goals and objectives:

To continue the appropriate preliminary planning tasks such as financial, site,
architectural, and engineering analysis for the Village’s Municipal Complex site.
It should be noted that the Village currently has a fund balance of $549,205 in the
Municipal Complex Fund. It is the Village’s goal to continue to strive to build the
new facility without having to seek additional funds from the public through a
referendum.

To conduct a Special Census beginning in May 2003.

To move forward with the Church Street and Woodstock Street Rehabilitation
Project.

To proceed with the West Main Street Widening Construction Project, of which
80% will be federally funded.

To make significant equipment replacements at Well #7.

To purchase and install a generator at Well #8.

To begin implementing the Village’s Sanitary Sewer Lining Program.

To set aside funds for future well pump and tank painting repairs.

To complete the meter change out program by changing out the
commercial/business meters, which have been identified as requiring a change
out.

To submit the Village’s annual financial report to the Government Finance
Officer’s Association (GFOA) for the purpose of obtaining the Certificate of
Achievement Award in financial reporting,

To submit the Village’s FY2003 Budget document to the Government Finance
Officer’s Association (GFOA) for the purpose of obtaining the Certificate of
Achievement for the Distinguished Budget Presentation Award.

To develop a centralized purchasing system, which will focus on bulk purchases
to reduce the Village’s overall operating costs.

To finalize a complete analysis and overhaul of the Village’s Land Cash
Ordinance.

To complete the comprehensive amendment to the Village’s Zoning Ordinance.
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FINANCIAL INFORMATION
Accounting System and Budgetary Control

The accounts of the Village are organized on the basis of funds and account groups, each
of which is considered a separate accounting entity. The operations of each fund are
accounted for with a separate set of self-balancing accounts that comprise its assets,
liabilities, fund equity, revenues, and expenditures or expenses, as appropriate. Resources
are allocated to and accounted for in individual funds based upon the purpose for which
they are to be spent and the means by which spending activities are controlled.

The Village’s accounting records for general governmental operations are maintained on
a modified accrual basis, with revenues being recorded when available and measurable,
and with expenditures being recorded when the services or goods are received and when
the liabilities are incurred. Accounting records for the Village’s enterprise funds, internal
service funds and pension trust funds are maintained on the accrual basis. Fixed assets
used in governmental fund type operations are accounted for in the General Fixed Assets
Account Group rather than in the governmental funds themselves. Long-term liabilities
expected to be financed from the governmental funds are accounted for in the General
Long-Term Debt Account Group, not in the governmental funds. The two account groups
are not funds; they are concerned only with the measurement of financial position. They
are not involved with measurement of results of operations.

Management of the Village of Huntley is responsible for establishing and maintaining an
internal control structure designed to ensure that the assets of the Village are safeguarded
against loss, theft or misuse. A system of internal control also assures that the accounting
system compiles reliable financial data for the preparation of financial statements in
conformity with generally accepted accounting principles. Internal accounting controls
are designed to provide reasonable, but not absolute, assurances that these objectives will
be met.

The Village of Huntley has adopted sections 5/8-2-9.1 through and including 5/8-2-9.10
of Chapter 65 of the Illinois Compiled Statutes providing for an annual municipal budget
in lieu of an annual appropriation ordinance. In addition, the Village maintains budgetary
controls. The objective of these controls is to ensure compliance with legal provisions
embodied in the annual budget approved by the Board of Trustees of the Village of
Huntley. Activities of the general fund, certain special revenue funds, debt service funds
and certain capital projects funds are included in the annual budget. The level of
budgetary control (that is, the level at which expenditures cannot legally exceed the
appropriated amount) 1s established at the fund level. Any revisions to the budget that
alter total expenditures of any fund must be approved by the Village Board.
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General Governmental Operations

Revenues for general governmental functions (General Fund and Special Revenue Funds)
totaled $ 4,203,191 for the eight months ended December 31, 2002. The amount received
from various sources and representative percentages are shown as follows:

Revenues
General Governmental Functions

FYE 12/31/02 Percent
Source of Revenue Amount of Total
Taxes $ 2,391,018 56.89%
intergovernmental 164,228 3.91%
Licenses and Permits 1,091,309 25.96%
Fines and Fees 376,027 8.95%
Investment Income 100,444 2.39%
Miscellaneous 80,165 1.81%
Total Revenues $ 4,203,191 100.00%

Note — Prior fiscal year comparisons have been eliminated due to the short fiscal year.
The comparison will continue after two complete twelve month fiscal years have passed.

Tax revenues are a combination of the following sources: property tax, sales tax, income
tax, replacement tax, local use tax, photo processing tax (repealed by the State effective
July 2002), cable franchise fees, personal property replacement tax and telephone
franchise tax.

Property tax revenues of $1,283,616 account for 53.68% of the Village’s total general
and special revenue type tax revenues and are 30.54% of total Governmental Fund type
revenues, The Village’s estimated property tax rate for 2002 is $.5561 per $100 of
equalized assessed valuation (EAV), and the Village’s overall EAV for the 2002 tax levy
is $274,788,282 or 28.60% greater than that of the 2001 tax levy year of $213,675,280.
Revenues classified as “taxes” continue to be a major portion of the Village’s revenue
structure accounting for $2,391,018 or 56.89% of the total general and special revenue
fund type revenues. '

General Governmental revenues classified as “Licenses and Permits” include building
permits, business licenses, plan review fees, liquor licenses, engineering plan review,
elevator plan review, contractor registration, refuse licenses and platting fees. Revenues
classified as licenses and permits support 25.96% of the governmental operations of
which building permits continue to be a major portion, accounting for $914,631 or
83.81% of the total Licenses and Permits type revenues.
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Intergovernmental revenues consist of grants, police training reimbursements, IDOT
engineering grant and Motor Fuel tax funds. Intergovernmental revenues totaled
$164,228 or 3.91% of the total Governmental Fund type revenues.

Fines and Fees revenues are comprised of special services area fees, development
application fees, school resource officer fees, police application fees, police fines,
wireless tower contract fees, drug fines, DUI fines and building permit fines. Fines and
fees totaled $376,027 or 8.95% of the total Governmental Fund type revenues.

Investment income continues to decline due to the overall market conditions. The Village
of Huntley invests solely in Certificates of Deposit and Money Market accounts fully
collateralized and insured. Tax Increment Financing investments are managed by the
trustee bank. Investment income revenue totaled $100,444 or 2.39% of the total
Governmental Fund type revenues.

Miscellaneous revenues consist of DARE donations, snow plow fees, cemetery house
rent revenues, plot sales and Summerfest funding. Miscellaneous revenues totaled
$80,165 or 1.91% of the total Governmental Fund type revenues.

Expenditures
General Governmental Functions

Expenditures for general governmental functions (General Fund and Special Revenue
Funds) totaled $ 3,757,528 for the eight months ended December 31, 2002. The amount
expended from various sources and representative percentages are shown below:

FYE 12/31/02 Percent
Expenditures by function Amount of Total
General Government $ 1,598,340 42.54%
Pubiic Safety 1,405,250 37.40%
Highways and Streets 763,938 20.06%
Total Expenditures $ 3,757,528 100%

Note — Prior fiscal year comparisons have been eliminated due to the short fiscal year.
The comparison will continue after two complete twelve month fiscal years have passed.

The eight month expenditure budget was status quo due to the timing of cyclical
revenues. There were no major capital purchases for the eight month period ended
December 31, 2002,

The Legislative, Administration, Building, and Buildings and Grounds departments are

the components of the General Government expenditure category. The eight month
period included an expenditure of funds for the application towards a Special Census to
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be held in 2003. The Building and Grounds department projects included the paving and
re-stripping of the parking lot at the Public Works Facility.

The Police Department School Resource Officer program moved forward in conjunction
with School District 158 to offset the cost for both entities.

Streets and Highway expenditures included funds to upgrade an existing maintenance
position to a mechanic position and $12,000 for shop start up costs. A 5-year pavement
management program was completed and other significant projects such as the West
Main Street Improvement Project and the Coral Street Repaving Project have progressed.

Capital Project Funds

The Capital Projects Funds include all major capital improvement projects of the Village
other than those accounted for in the Enterprise Funds. General Capital Projects,
Municipal Complex, Equipment Replacement, TIF and all Special Service Area Capital
Project Funds are accounted for in this category. The TIF and the Special Service Areas
are not general obligations of the Village and therefore are not budgeted; they are
included in this report as required by GASB Statement No. 14 as it relates to Tax
Increment Financing Districts reporting and GASB Statement No.6 as it relates to Special
Service Areas reporting.

Revenues allocated to the General Capital fund include one time fees for administrative
recapture fees, capital development fees and annexation fees. In 2002 the Village
received a grant in the amount of $50,000 from the State of Illinois for the Village’s new
Early Warning Siren System. The revenues in the Equipment Replacement Fund are
received from Village departments and are based on the replacement cost schedule for
vehicles, large equipment and machinery.

Budgeted expenditures in the Capital Project funds were $703,341. In May 2002 twelve
(12) acres of land were purchased for the future Municipal Complex site. The installation
of the Early Warning System was completed during this eight month period. Bond
principal and interest payments were made in the amount of $210,000 towards the
reduction of debt associated with the Public Works installment contract.

Enterprise Operations

The Village’s enterprise operations are comprised of Water and Sewer Operations and
Water and Sewer Capital Projects. Effective May 1, 2002 an increase to the water rate
was implemented as a result of the water rate study in early 2002. As anticipated, the
eight month period shows an operating loss however, this is expected to improve over the
next year, The following table shows the actual operating revenues and operating
expenses, including depreciation for the Water and Sewer Funds:



Water/Sewer Operations FYE 12/31/02

Operating Revenues $ 1,681,599
Operating Expenses 2,107,650
(including depreciation)

Operating Income (Loss) 3 (426,051)
Other Revenues 620,290
Operating Transfers Out (140,000)
NET INCOME $ 54,239

Note ~ Prior fiscal year comparisons have been eliminated due to the short fiscal year.
The comparison will continue after two complete twelve month fiscal years have passed.

Trust and Agency Funds

The Police Pension Fund was established in FY 01-02 due to the Village’s population
exceeding 5,000 residents. This trust fund has been established to account for assets held
by the Village in a trustee capacity for sworn Village of Huntley Police personnel. For
financial information on this fund, see the Financial Statements and Notes to the
Financial Statements. Agency funds consist of Special Service Area accounts established
to record activity within the Special Service Areas as the Village is acting as an agent in
levying and collecting assessments and forwarding the collections to the trustee bank.

Debt Administration

Village obligation debt is due to the Public Works Building installment contract
certificates, Series 2000. This installment contract expires December 1, 2015 with a
redemption option on December 1, 2010. The ratios of general obligation indebtedness to
assessed valuation and the amount of general obligation debt per capita are useful
indicators of the Village’s debt position to management and the public. The following
table illustrates the debt position at the end of the eight month period:

Debt
Debtto Debtto per
Debt Administration Amount EAV Market* caplita
Net General Qbligation Indebtedness 1,670,000 0.78% 0.0026  $291.45

* The ratio of debt to market is based on the equalized assessed valuation figure being 1/3
of market value as provided by statute.
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Budgeted expenditures for the payment of the Public Works installment contract are
included in the Municipal Complex Fund. In anticipation of GASB 34 compliance, the
Village of Huntley 2003 budget provides for the allocation of the expense directly to each
participating department in corresponding funds.

The Debt Service Funds category is related to the Tax Increment Financing District and
Special Service Areas which are not general obligations of the Village of Huntley.

Cash Management and Investments

The Village’s policy regarding cash management is based upon the realization that there
is a time-value to money. A high priority has been placed on procedures to ensure that all
monies due the Village are collected and deposited promptly.

Of equal importance is the emphasis on investment portfolioc management. An investment
of temporarily idle funds may be made for a period of one day to in excess of one year
depending on when the money is needed. The Village pools the cash of various funds,
except in certain restricted and special accounts, to maximize interest earnings. As a
result, almost every fund has a certain amount of investment income regardless of the
fund’s size.

The Village’s guidelines for cash management and investment procedures were
formalized in an investment policy that was adopted by the Village Board on November
19, 1999. During the year the Board of Trustees of the Police Pension Fund approved a
separate investment policy for their funds. These policies identify the responsibility for
the investment program, criteria for depositories including collateralization and allowable
investments. It is the Village’s determination to maintain a high priority for prudent cash
management and investment procedures.

The Village previously implemented GASB Statement No. 25, “Financial Reporting for
Defined Benefit Plans and Note Disclosures for Defined Contribution Plans” and GASB
Statement No. 31, “Accounting and Financial Reporting for Certain Investments and for
External Investment Pools.” These statements require, in general, that state and local
governments report their investments at fair value (i.e., essentially market value). The
investment income earned by all Village funds during the eight month period was
$308,494. These amounts include the effect of increases or decreases in the fair value of
investments held as of December 31, 2002,

One of the objectives of the Village’s investment policy is to minimize credit and market
risks while maintaining a competitive yield on its portfolio. Accordingly, deposits are
either insured by FDIC (Federal Depository Insurance) or are collateralized. Because
FDIC insurance is limited to $100,000 per institution, the Village requires depositories to
pledge federally guaranteed securities in an amount equal to 110% of the principal value
of deposits in excess of the insurance.
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