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CITY OF DEKALB, ILLINOIS 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
 

JUNE 30, 2004 
 

This section of the City of DeKalb’s Comprehensive Annual Financial Report (CAFR) presents 
our discussion and analysis of the City’s financial activities during the fiscal year ended June 30, 
2004.  This should be read in conjunction with the City’s financial statements that follow this 
section. 
 
FINANCIAL HIGHLIGHTS 
 
§ Net Asset position and performance in total – The City’s total net assets increased from 

$84,618,109 at June 30, 2003 to $104,778,443 at June 30, 2004. 
§ Governmental Activity summary – Net assets for governmental activities increased by 

$13,062,184 during the year to $68,663,949. 
§ Business-type Activity summary – Net assets for business-type activities increased by 

$7,098,150 during the year to $36,114,494. 
§ General Fund summary – The City’s General Fund reported an increase of $268,634 in 

restated fund balance for the year. 
§ Budget vs. Actual – The City’s actual revenues for governmental funds were $433,191 

more than budgeted revenues while the actual expenditures were less than total 
budgeted expenditures by $140,185. 

§ Capital - Capital and infrastructure assets increased by $16,302,534. 
§ Debt Service– In order to reduce interest paid on debt service, the City issued $6,020,000 

million in general obligation bonds to refund older issuances. 
 
 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This discussion and analysis is intended to serve as an introduction to the City of DeKalb’s 
financial section of the CAFR.  The financial section of the CAFR includes four components: 1) 
management’s discussion and analysis, 2) the basic financial statements, 3) required 
supplementary information, and 4) additional supplementary information.  The basic financial 
statements include two kinds of statements that present different views of the City: government-
wide financial statements and fund financial statements. 
 
§ Government-wide financial statements provide both short and long-term information 

about the City’s overall financial status. 
§ Fund financial statements focus on individual parts of the City government, reporting 

City operations in more detail than the government-wide financial statements.   
 
The financial statements also include notes that explain some of the information in the financial 
statements and provide more detailed data.  The statements are followed by the required 
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supplementary information section that further explains and supports the information in the 
financial statements.   
 
In addition to all of the required financial statement elements, we have provided sections for 
combining statements to provide detail on non-major funds, for additional supplementary 
information, and for statistical information. 
 
The following table summarizes the major features of the City’s financial statements. 
 
 
 Government-Wide 

Statements 
Fund Statements 

  Governmental Funds Proprietary Funds Fiduciary Funds 
 
Scope Entire City government 

(except fiduciary funds) 
and the City’s 
component unit 

Activities of the City 
that are not proprietary 
or fiduciary such as 
public safety 

Activities the City 
operates similar to 
private business such as 
the water and sewer 
system 

Activities in which the 
City is trustee or agent 
of another’s resources 
such as pension plans 

Required financial 
statements 

-Statement of net assets 
-Statement of activities 

-Balance Sheet 
-Statement of revenues, 
expenditures, and 
changes in fund 
balances 

-Statement of net assets 
-Statement of revenues, 
expenses, and changes 
in net assets 
-Statement of cash flows 

-Statement of fiduciary 
net assets 
-Statement of changes in 
fiduciary net assets 

Accounting basis Accrual Modified Accrual Accrual Accrual 
Measurement focus Economic resources Current financial 

resources 
Economic resources Economic resources 

Type of asset & liability 
information 

All assets and liabilities; 
both financial and 
capital, short and long-
term 

Assets expected to be 
used and liabilities that 
come due during the 
year or shortly 
thereafter; no capital 
assets 

All assets and liabilities; 
both financial and 
capital, short and long-
term 

All assets and liabilities; 
both short and long-
term. Does not currently 
contain capital assets 

Type of inflow & 
outflow information 

All revenues and 
expenses during the year 
regardless of when cash 
is received or paid 

Revenues for which 
cash is received during 
the year or shortly 
thereafter; expenditures 
for goods or services 
that have been received 
and payment is due 
during the year or 
shortly thereafter 

All revenues and 
expenses during the year 
regardless of when cash 
is received or paid 

All revenues and 
expenses during the year 
regardless of when cash 
is received or paid 

 
 
Government-Wide Statements 
The government-wide financial statements are designed to be corporate-like in that all 
governmental and business-type activities are consolidated into columns that add to a total for 
the Primary Government. 
 
The focus of the Statement of Net Assets (the “Unrestricted Net Assets”) is designed to disclose 
bottom line results for the City and its governmental and business-type activities. This statement, 
for the first time, combines and consolidates governmental fund’s current financial resources 
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(short-term spendable resources) with capital assets and long term obligations using the accrual 
basis of accounting and economic resources measurement focus. 
 

The Statement of Activities is focused on both the gross and net cost of various activities (both 
governmental and business-type), which are supported by the government’s general taxes and 
other resources. The Statement of Activities 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 City’s basic services, including administration, financial 
services, police, fire, public works, and community development.  Property taxes, sales taxes, 
local utility and telecommunications taxes, and state income tax distributions finance the 
majority of these services. The business-type activities reflect private sector type operations 
(water and airport), where the fee for service typically covers all or most of the cost of operation, 
including depreciation. 
 

 
Fund Financial Statements 
Traditional users of governmental financial statements will find the Fund Financial Statements 
presentation more familiar. The focus is on Major Funds, rather than fund types. 
 

Governmental funds are presented on a sources and uses of liquid resources basis. This is the 
manner in which the budget is typically developed.  Governmental funds provide a current 
resources (short-term) view that helps determine whether there are more or fewer current 
financial resources available to spend for City operations. 
 

Proprietary funds account for services that are generally fully supported by user fees charged to 
customers.  Proprietary funds are presented on a total economic resources basis.  Proprietary 
fund statements, like government-wide statements, provide both short and long term financial 
information. 
 

Fiduciary Funds are presented for certain activities where the City’s role is that of trustee (i.e. 
Police and Fire Pensions) or agent.  While Fiduciary Funds represent trust responsibilities of the 
government, these 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 column on the Business-type Fund Financial Statements is the same as the 
Business-type column on the Government-Wide Financial Statement, the Governmental Major 
Funds Total column requires reconciliation because of the different measurement focus (current 
financial resources/modified accrual versus total economic resources/full accrual) which is 
reflected on the page following each statement. The flow of current financial resources will 
reflect bond proceeds, gains/losses on capital asset disposals, and interfund transfers as other 
financial sources as well as capital outlay expenditures and bond principal payments as 
expenditures. The reconciliation will eliminate these transactions and incorporate the capital 
assets and long-term obligations into the Governmental Activities column in the Government-
wide statements. 
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Infrastructure Assets 
Historically, a government’s largest group of assets (infrastructure – streets, storm sewers, etc.) 
have not been reported nor depreciated in governmental financial statements. GASB 34 now 
requires 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 life 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) that 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 City has elected to depreciate assets over their useful life.  If a project is considered 
maintenance – a recurring cost that does not extend the asset’s original useful life or expand its 
capacity – the cost of the project will be expensed.  For example, an “overlay” of a street will be 
considered maintenance whereas a “rebuild” of a street will be capitalized. 
 
 
FINANCIAL ANALYSIS OF THE CITY AS A WHOLE 

 
In accordance with GASB Statement No. 34, the City is not required to restate prior periods for 
the purpose of providing comparative information.  However, in future years, when prior year 
information is available, a comparative analysis of Government-wide information will be 
presented. 

 
NET ASSETS 
 

Statement of Net Assets  
The following table reflects the condensed Statement of Net Assets: 
 

Table 1 
Statement of Net Assets  

As of June 30, 2004 
 

   
 
 

Governmental 
Activities 

 
Business-type 

Activities 

 
Total Primary 
Government 

 2003 2004 2003 2004 2003 2004 
       
Current and Other Assets 16,453,437 16,042,206 3,948,391 3,449,699 20,401,828 19,491,905 
Capital Assets 82,468,651 93,559,825 40,013,114 46,777,065 122,481,765 140,336,890 
     Total Assets $98,922,088 $109,602,031 $43,961,505 $50,226,764 $142,883,593 $159,828,795 
       
Other Liabilities 13,504,626 9,054,059       1,711,242 1,576,551    15,215,868 10,630,610 
Long-Term Liabilities 29,838,593 31,884,023 13,233,919 12,535,719 43,072,512 44,419,742 
     Total Liabilities $43,343,219 $40,938,082 $14,945,161 $14,112,270 $58,288,380 $55,050,352 
       
Net Assets:       
Invested in capital assets          67,783,452 79,281,779 26,779,195 34,483,474 94,562,647 113,765,253 
Restricted 5,554,546 3,395,377 0    0 5,554,546 3,395,377 
Unrestricted (17,759,129) (14,013,207) 2,237,149 1,631,020 (15,521,980) (12,382,187) 
     Total Net Assets $55,578,869 $68,663,949 $29,016,344 $36,114,494 $84,595,213 $104,778,443 
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Normal Impacts-Net Assets 
 
There are six common (basic) types of transactions that will affect the comparability of the 
Statement of Net Assets summary presentation. 
 

Net Results of Activities – Impacts (increases/decreases) current assets and unrestricted 
net assets. 

 
Borrowing for Capital – Increases current assets and long-term debt. 

 
Spending Borrowed Proceeds on New Capital – Reduces current assets and increases 
capital assets. Also, an increase in invested in capital assets and an increase in related net 
debt will not change the invested in capital assets, net of debt. 

 
Spending of Non-borrowed Current Assets on New Capital – (a) Reduces current assets 
and increases capital assets; and (b) reduces unrestricted net assets and increases invested 
in capital assets, net of debt. 

 
Principal Payment on Debt – (a) Reduces current assets and reduces long-term debt; and, 
(b) reduces unrestricted net assets and increases invested in capital assets, net of debt. 
  
Reduction of Capital Assets through Depreciation – Reduces capital assets and invested 
in capital assets, net of debt. 

 
Current Year Impacts-Net Assets 
 
The City’s combined net assets increased from $84,595,213 to $104,778,443. 
 
Net assets of the City’s governmental activities increased by $13,062,184 during the year to 
$68,663,949.  The bulk of this increase occurred through the contributions of streets and right-of-
way from developers. 
  
The net assets of business-type activities increased by $7,098,150 during the year to $36,114,494 
due largely to the completion of major airport infrastructure improvements.  The City’s business 
type activities include water, refuse, and airport services.  Unrestricted net assets, available to 
finance the continuing operation of its business type activities, were $1,631,020.  The annual FY 
2004 operating cost of these services (excluding all non-operating revenues and expenses) was 
$5,350,927. 
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CHANGES IN NET ASSETS 

 
Statement of Changes In Net Assets  
The following chart reflects the condensed Statement of Changes In Net Assets. 
 

Table 2 
Changes in Net Assets 

For the Fiscal Year Ended June 30, 2004 
 
 
 
 

 
Governmental 

Activities 

 
Business-type 

Activities 

 
Total Primary 
Government 

 2003 2004 2003 2004 2003 2004 
       

REVENUES       
Program Revenues:       
   Charges for Services $2,859,710  $3,614,187 $5,580,831 $6,157,331 $8,440,541 $9,771,518 
  Operating grants       2,006,762       2,521,542 0 0 2,006,762 2,521,542  
  Capital grants 282,853 537,433 85,918 18,015 368,771 555,448  
General Revenues:       
   Property Taxes 5,700,437 6,506,752 74,587 75,539 5,775,024 6,582,291  
   Sales Taxes 6,315,900 8,008,678 0 0 6,315,900 8,008,678  
   Other Taxes 7,690,720 7,576,308 0 0 7,690,720 7,576,308  
   Investment Income 247,457           106,229 119,957          30,607 367,414 136,836  
  Contributions 2,730,508 12,498,893 1,398,700 4,987,144 4,129,208 17,486,037 
  Other 306,060 485,971 (18,375) (165,913) 287,685 320,058  

Total Revenues $28,140,407 $41,855,993 $7,241,618 $11,102,723 $35,382,025 $52,958,716 
       

EXPENSES       
General Government $4,025,445  $3,800,583  $0 $0 $4,025,445  $3,800,583 
  Public Safety 11,921,125 13,161,608 0 0 11,921,125 $13,161,608 
  Community Improvement 6,675,918                    5,880,017              0 0 6,675,918 $5,880,017 
  Highways And Streets 8,232,178       4,872,446 0 0 8,232,178 $4,872,446 
Interest 902,598 1,049,120 0 0 902,598 $1,049,120 
Water 0 0 3,758,743 3,830,129 3,758,743 $3,830,129 
Refuse 0 0 1,194,973 1,256,963 1,194,973 1,256,963  
Airport 0 0 466,286 692,739 466,286 692,739  

Total Expenses $31,757,264 $28,763,774 $5,420,002 $5,779,831 $37,177,266 $34,543,605 

       

Change in Net Assets ($3,616,857) $13,092,219 $1,821,616 $5,322,892 ($1,795,241) $18,415,111 

 
 
 
 
Normal Impacts-Changes In Net Assets  

 
Reflected below are eight common (basic) impacts on revenues and expenses. 
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Revenues: 
 

Economic Condition – Reflects a declining, stable or growing economic environment and has 
a substantial impact on state income, sales, telecommunications and utility tax revenues as 
well as public spending habits for items such as building permits and user fees including 
volumes of usage. 
 
Increase/Decrease in City approved rates – While certain tax rates are set by statute, the City 
Council has authority to impose and periodically increase/decrease rates (water, sales tax, 
property tax, building permit fees, etc). 
 
Changing Patterns in Intergovernmental and Grant Revenue (both recurring and non-
recurring) – Certain recurring revenues (state shared revenues, etc.) may experience 
significant changes periodically while non-recurring (or one-time) grants are less predictable 
and often distorting in their impact on year to year comparisons. 

Market Impacts on Investment income – The City’s investment portfolio is managed with an 
approach utilizing competitive pricing, laddered maturities up to two years for term 
investments, and diversity of investments.  Market conditions may cause investment income 
to fluctuate more than would occur with more short-term composition. 
 

Expenses: 
 

Changes In Programs – Within the functional expense categories (General Government, 
Public Safety, Community Improvement, etc.) individual programs may be added, deleted or 
expanded to meet changing community needs. 
 
Changes in Authorized Personnel – Changes in service demand may cause the City Council 
to increase/decrease authorized staffing.  
 
Salary Increases (annual adjustments and step increases) – The City strives to maintain a 
competitive salary range position in the marketplace. 

 
Inflation – while overall inflation appears to be modest (CPI was slightly over 3% at June 30, 
2004), the City is a major consumer of certain commodities and services that typically 
experience inflation at a rate that can be significantly different from CPI.  Examples of such 
items include insurance, fuel, electricity and operating supplies. 

 
Current Year Impacts-Changes In Net Assets 

 
Governmental Activities 
Revenue: 

Revenues from governmental activities totaled $41,855,993.  Sales taxes continue to be the 
City’s largest source of tax revenues.  The $8,008,678 sales tax revenue received in FY 2004 
was enhanced due to a 1/2% rate increase in the City’s Home Rule Sales tax effectuated 
January 1st, 2004. 
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Although most revenue categories increased from the prior fiscal year due to the general 
improvement in the overall local economy, the City also suffered an 8.7% decrease in State 
income tax distributions and 57.1% decline in interest income. 
 
The largest dollar-change from FY 2003 came from the developer contributions of a large 
number of streets and right-of-way in the community. 
 

Expenses: 
Expenses for governmental activities totaled $28,763,774.  Although expenses were 
negatively impacted by rising pension costs, they were more than offset by reductions in 
street maintenance expenses and developer project reimbursements. 

   
 
Business Type Activities 
Revenue: 

Revenue from business-type activities totaled $11,102,723. The highlight of FY 2004 was 
the Airport Fund’s receipt of $4.2 million in Federal and State grants for projects primarily 
related to the completion of a runway extension.  

 
Expenses: 

Expenses for business-type activities totaled $5,779,831.  Although there were no major 
changes from last year for the Water and Refuse funds, the Airport fund did see a significant 
increase in depreciation expense due to the addition of various assets. 
 

  
FINANCIAL ANALYSIS OF THE CITY’S FUNDS 
 

For the fiscal year ended June 30, 2004, the governmental funds reflect a combined fund balance 
of $5,115,072.  This amount represents a decrease of $635,393 primarily due to additional debt 
service and health insurance costs. 
 
The General Fund FY 2004 ending fund balance of $3,260,821 equals about 7 weeks of FY 2005 
expenditures.  Unlike the past several years, the City does not plan to draw down FY 2005 fund 
balance to purchase various capital items. 
 
Effective January 1, 2004, the City did successfully raise its Home Rule (local) sales tax rate 
.50% in order to improve future reserves for unforeseen events. 
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General Fund Budgetary Highlights 
 
 FY 2004 FY 2004  Prior Year 
 Original Amended FY 2004 FY 2003 
General Fund Budget Budget Actual Actual 
     
Revenues     

     Taxes $17,506,869 $17,506,869 $17,061,812 $16,278,974 
     Licenses & Permits 469,000 469,000 846,571 487,590 
     Charges for Services            1,178,000               1,178,000 1,471,140 1,402,274 
     Fines & Forfeits                550,000                                      550,000                     638,815 468,009 
     Other                252,000                   252,000 370,722 406,591 
Total $19,955,869 $19,955,869 $20,389,060 $19,043,438 
     
Expenditures and Transfers     
     General Government $2,588,187 $2,588,187 $2,510,222 $2,530,336 
     Public Safety 12,085,578 12,106,203 12,407,621 11,367,293 
     Community Improvement 4,291,678 4,291,678 3,928,040 4,406,307 
     Proceeds on Sale of Capital Assets (15,000) 0 (7,744) 0 
     Transfers In (570,000) (570,000) (392,600) (301,000) 
     Transfers Out 1,687,467 1,687,467 1,674,887 1,529,792 
Total $20,067,910 $20,103,535 $20,120,426 $19,532,728 
     
Change in Fund Balance ($112,041) ($147,666) $268,634 ($489,290) 
 
 
During fiscal year 2004, the City Council made no significant revenue or expenditure budget 
amendments.  Actual General Fund revenues were more than original budgeted revenues by 
$431,191 during FY 2004.  This is attributable to sales tax revenue items not achieving budgeted 
revenues while Police Fines, Circuit Court Fines, Ambulance Services, and Building Permit 
revenues all significantly exceeded budget expectations. 
 
Actual General Fund expenditures and transfers were more than the original budget by $52,516 
and were more than the amended budget by $16,891. 
 
Like FY 2003, the Council continued the use of motor fuel tax money normally reserved for 
specific MFT eligible road projects to pay for street lighting, road salt, and other street-related 
maintenance activities budgeted in the general fund.  In the future, the Council plans to direct 
motor fuel tax money back to the MFT Fund. 
 
In looking at other Major Governmental Funds, Tax Increment Funds #1 and #2 had FY 2004 
ending fund balances of $1,498,085 and ($1,460,336) respectively as compared to FY 2003 
balances of $2,282,704 and ($1,647,941). 
 
Although TIF #1 had an influx of a little over $1,000,000 in new taxes this year, there still was a 
planned drawdown of fund balance to finance various community improvements within the 
targeted TIF district.  Like FY 2003, TIF #2 continued to reduce its fund balance deficit. 
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Water Fund Budgetary Highlights 

 
 FY 2004 FY 2004  Prior Year 
 Original Amended FY 2004 FY 2003 
Water Fund Budget Budget Actual Actual 
     
Revenues     
Charges for Services     
     Water Sales $3,764,000 $3,764,000 $3,725,387 $3,700,616 
     Permits        100,500                                 100,500     909,125 388,039 
Miscellaneous           55,000               55,000 31,649 86,578 
Total $3,919,500 $3,919,500 $4,666,161 $4,175,233 
     
Expenses, Transfers, and Contributions     
     Operating Expenses ($4,376,603) ($4,376,603) ($2,468,583) ($2,369,558) 
     Depreciation & Amortization 0 0 (965,314) (906,146) 
     Non-Operating Expenses (1,387,295) (1,387,295) (351,802) (363,082) 
     Transfers In 0 0 0 0 
     Transfers Out (540,000) (540,000) (392,600) (301,000) 
     Developer Contributions 0 0 791,875 1,398,700 
Total ($6,303,898) ($6,303,898) ($3,386,424) ($2,541,086) 
     
Change in Net Assets ($2,384,398) ($2,384,398) $1,279,737 $1,634,147 
 
The FY 2004 ending net assets of the Water Fund stands at $18,638,403.  The revenues from 
ongoing housing and retail development water permit activity and water impact fees was the 
main source of the FY 2004 Fund Balance increase. 
  
 
CAPITAL ASSETS 
 
At the end of fiscal year 2004, the City’s Governmental Funds had invested $93,559,825 in a 
variety of capital assets and infrastructure, as reflected in the following schedule.  
 

Table 3 
Governmental Funds  

Change in Net Capital Assets  
 

 Restated Net  
 Balance Additions/ Balance 
 June 30, 2003 Deletions June 30, 2004 

Non-Depreciable Assets    
     Land $24,464,045 $2,754,346 $27,218,391 
Depreciable Capital Assets    
     Buildings and Improvements 5,664,893 126,716 5,791,609 
     Equipment and Vehicles 6,219,153 377,436 6,596,589 
     Infrastructure 83,454,383 10,233,618 93,688,001 
     Accumulated Depreciation on 
           Capital Assets 

 
   (37,556,490) 

 
               (2,178,275) 

 
(39,734,765) 

Totals $82,245,984 $11,313,841 $93,559,825 
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The major additions to capital assets during the year included substantial street and right-of-way 
donations from housing developers. 
 
 
At the end of fiscal year 2004, the City’s Business-Type Funds had invested $46,777,065 in 
capital assets as reflected in the following schedule. 
 

Table 4 
Business-Type Funds 

Change in Net Capital Assets  
 

 Restated Net  
 Balance Additions/ Balance 
 June 30, 2003 Deletions June 30, 2004 

Non-Depreciable Assets    
     Land $11,465,692 $66,700 $11,532,392 
Depreciable Capital Assets    
     Buildings and Improvements 4,652,317 99,133 4,751,450 
    Water Distribution System 31,399,217 1,365,191 32,764,408 
     Equipment and Vehicles 959,407 42,602 1,002,009 
     Airport Infrastructure 1,866,786 4,546,848 6,413,634 
     Accumulated Depreciation on 
           Capital Assets 

 
   (8,555,047) 

 
               (1,131,781) 

 
(31,501,339) 

Totals $41,788,372 $4,988,693 $46,777,065 

 
The major addition to capital assets during the year included the completion of the Airport 
runway extension. 
 
 
CONTACTING THE CITY’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide our citizens, customers, investors and creditors with a 
general overview of the City’s finances and to demonstrate the City’s accountability for the 
money it receives. Questions concerning this report or requests for additional financial 
information should be directed to the Finance Department, City of DeKalb, 200 South 4th Street, 
DeKalb, Illinois 60115. 


























































































































































































































































































































