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DEKALB MUNICIPAL BUILDING 
200 SOUTH FOURTH STREET 

DEKALB,  ILLINOIS  60115 
Phone: (815) 748-2000 

Fax: (815) 748-2304 

 

December 19, 2006 
 
 
 

Mayor Frank Van Buer & DeKalb City Council Members 

Mr. Mark Biernacki, City Manager 

Citizens of DeKalb 

 

We are pleased to forward for your consideration the City of DeKalb's FY 2006 Comprehensive 
Annual Financial Report (CAFR) for the year ended June 30, 2006.  It has been done so in 
accordance with generally accepted governmental accounting principles and the Illinois 
Compiled Statutes. 

Management assumes full responsibility for the completeness and reliability of the information 
contained in this report, based upon a comprehensive frame work of internal control that it has 
established for this purpose. Because the cost of internal control should not exceed anticipated 
benefits, the objective is to provide reasonable, rather than absolute, assurance that the financial 
statements are free of any material misstatements. 

Sikich LLP, Certified Public Accountants, have issued an unqualified ("clean") opinion on the 
City of DeKalb’s financial statements for the year ended June 30, 2006.  The independent 
auditor's report is located at the front of the financial section of this report. 

Management's discussion and analysis (MD&A) immediately follows the independent auditor's 
report and provides a narrative introduction, overview, and analysis of the basic financial 
statements.  MD&A complement this letter of transmittal and should be read in conjunction 
with it.  

Government Profile  of the City of DeKalb, Illinois 

General Information 

The City of DeKalb, incorporated in 1856, is a home-rule municipality with an estimated 
population of 45,003. The community, comprised of some 12 square miles, is a 30-minute drive 
to the high growth cities of Aurora and Naperville, and only a little more than an hour away 
from both downtown Chicago and O'Hare International Airport.  Yet, in spite of its proximity to 
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the Chicago region, the City remains apart, maintaining its own unique character as a rapidly 
growing university community with both urban and rural roots.  Many of its older 
neighborhoods have brick paved streets and well kept historic homes while the edge of the City 
bustles with new residential and commercial development.  

In 1961, a Council-Manager form of government was adopted.  Seven aldermen are elected, one 
in each of the seven wards, and aldermanic elections are held every two years, at which time 
half of the City Council is elected.  The Mayor is elected, at large, every four years.  The City 
Manager is appointed by the City Council and all other employees are appointed by the City 
Manager.  The elected officials determine policy while professional appointed officials 
implement policy 

As a home-rule unit of government under the 1970 Illinois Constitution, the City has no tax rate 
limit or debt limit, nor is it required to seek referendum approval to raise its tax rate or to issue 
debt.  The City Manager serves as the administrative head of the City and is in charge of the 
day-to-day operations of the City and its 226 full-time and 52 part-time employees.  Hourly 
employees are represented by the Fraternal Order of Police Lodge #115, Local 1236 of the 
International Association of Firefighters, and Local 813 of the American Federation of State, 
County & Municipal Employees. 

The DeKalb Public Library was established in 1893.  Its present building, which was 
constructed in 1931, has been remodeled and an addition was constructed in 1979.  The library 
has access to the collection of the Northern Illinois Catalog System, allowing patrons to access 
material from 14 other libraries in the region. 

For auditing purposes, the Library is considered a “discretely presented” component unit of 
government which, although a legally separate entity, is in substance a part of the City of 
DeKalb’s operations.  Therefore, in the CAFR, the Library’s audited financial data is presented 
in a separate column in the entity-wide financial statements to differentiate their financial 
position and results of operations from those of the primary government. 

The Council is required to adopt a final budget by no later than the close of the fiscal year.  This 
annual budget serves as the foundation for the City of DeKalb’s financial planning and control.  
These controls are intended to ensure that there is compliance with the legal provisions of the 
annual budget approved by the Mayor and City Council.  Activities of the governmental and 
proprietary funds are included in the approved annual budget. The level of budgetary control is 
established at the fund, department, and divisional levels.  The City also maintains an 
encumbrance accounting system as one technique of accomplishing budgetary control.  
Encumbered amounts lapse at year-end; however, encumbrances generally are rebudgeted as 
part of the following year's budget.  

Historical Backdrop 

Founded in 1837, DeKalb remained a small community until the arrival of the Chicago and 
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Northwestern Railroad in 1853.  DeKalb's central location brought easier shipping of crops and 
access to larger markets. 

The agricultural trade remained the primary economic activity until around 1873 when farmer 
Joseph Glidden developed barbed wire and began commercial mass production of his new 
invention. Glidden sold half of his interest to hardware merchant Isaac L. Ellwood and together 
the two formed the Barb Fence Company. Two months after Glidden filed his application for a 
patent, local lumber salesman, Jacob Haish, also applied for a patent and on June 25, 1874, ran 
interference papers against Glidden's patent. After 18 years of legal wrangling, Glidden's patent 
was declared the "Winner" and the subsequent boom in industry gave DeKalb a place in history 
and the nickname "Barb City”. 

The founding of the Northern Illinois State Normal School in 1895 (later named Northern 
Illinois University) enhanced the community by adding an academic and research character to 
the DeKalb landscape.  The oldest building on the campus, Altgeld Hall, opened in 1899 and 
was rededicated in 2004 after undergoing substantial renovation and restoration work. 

Agriculture still remained important through the years, and in 1912, the DeKalb County Farm 
Bureau was among the first to establish an organization and hire a farm advisor to carry out the 
responsibilities of farm bureau work.  And during the 1930s, the DeKalb AgResearch 
Corporation marketed its first hybrid seed corn.  

Economic Condition 

Local economy 

The City ended FY2006 with a sound local economy demonstrated through unemployment rates 
that remained at historically low levels; extensive commercial, industrial and residential 
construction; and healthy increases in local taxable sales. 

Education and health industries provide a significant source of the employment opportunities in 
the City.  Northern Illinois University is a comprehensive teaching and research institution with 
student enrollment in excess of 25,000.  Kishwaukee Community Hospital also has a significant 
economic presence that provides employment to more than 700 healthcare professionals and 
staff.  Other large employers include the Target Distribution Center, Walmart, SCA Consumer 
Packaging, 3M, and the Nestle Corporation.  
 
Because of its location in a region with a varied economic base, unemployment is relatively 
stable.  During the past ten years, the unemployment rate rose from an initial low of 3.1 percent 
(1999) to a decade high of 5.6 percent (2003), only to descend once more to the current rate of 
4.3 percent.  Unemployment is expected either to remain stable or decrease still further in the 
near term for two reasons.  First, the DeKalb regional economy continues to grow with new 
businesses opening in several local outdoor malls. 
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Long-term financial planning 

Unreserved, undesignated fund balance in the General Fund ended at 15.4 percent of total 
General Fund expenditures and transfers out.  This percentage falls within the policy guidelines 
set by the Council for budgetary and planning purposes (i.e., maintain a minimum of 12%).  
Following its recent adoption of the City of DeKalb’s FY2007 Budget, the Council plans to use 
some of the excess dollars towards capital purposes. 

Also as part of the strategic plan, the Council and staff envision a number of other goals: 
§ Reduce the General Fund’s reliance on operating transfers from TIF and MFT Funds 
§ Raise the reserves of the Self-Insurance Funds 
§ Commit 2% of FY06 Home Rules Sales Taxes and an additional 2% each 

succeeding year for a total of 10% to be dedicated annually for general capital 
purposes 

Relevant financial policies 

The City Council has in place several key written financial policies including a fund balance 
policy, capitalization policy, investment policy, and purchasing policy.  In addition, the City has 
a multi-year plan for capital equipment purchases. 

Major initiatives during the Year and the Future 
During FY2006, the City was able to initiate and/or complete a variety of projects, programs 
and activities designed to meet identified community needs.  These included: 
 

Legislative Department 
§ Provided $214,000 of general revenues for the Human Services Program, 

benefiting numerous local social service agencies 
§ Sponsored 12 summer concerts by the DeKalb Municipal Band and participated 

with the DeKalb Park District in sponsoring the community's annual Fourth of 
July celebration 

§ Continued sponsoring the Senior Citizens Utility Assistance Program for local 
senior residents of limited income to receive reduced water rates, free refuse 
service and a rebate of all utility taxes they pay to the municipality 

 
Administrative Services Department 
§ Completed the redevelopment study of the existing Municipal Building site and 

initiated the architectural design of a new 16,000 square foot Administrative Center 
adjacent to the existing City Hall.  It is anticipated that construction on this new 
facility will begin in late Calendar Year 2006, with completion in the fall of 2007.  
This facility will house the Administrative Services Department, Mayor’s Office, 
City Clerk’s office, and City Council Chambers.  The vacated space will 
subsequently be remodeled for use by the Police Department, making the entire 
existing Municipal Building dedicated as a Police Facility.  It is expected both the 
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new and remodeled facilities will serve the City’s needs for the next 10 years 
§ Acquired 4 acres of property on West Lincoln Highway to be used as the future site 

of a new, stand alone police facility in approximately 10 years 
§ Completed the City’s first standardized “Citizens Survey” as provided through the 

International City Manager’s Association.  This survey canvassed local residents’ 
opinions on a variety of topics.  It identified areas where the City is strong in the 
services it provides as well as showed areas where improvements are needed.  On the 
basis of these results, the City will undertake projects and programs to address the 
noted deficiencies and establish performance measurements by which to quantify its 
improvements 

§ Completed the conversion of the City’s health insurance and workers compensation 
programs to new third party administrators.  This has resulted in better and more cost 
effective service to the City, its employees and their dependents 

§ Completed substantial broadcasting improvements and upgrades to the City’s 
government access television station as well as to the City’s website 

§ Initiated the preparation of a downtown revitalization plan, plus redevelopment plans 
for South Fourth Street and the Pearl Street neighborhoods.  These plans are 
anticipated to be finished by fall of 2006, with implementation starting in 2007 as 
funds allow 

§ Completed new residential design guidelines to ensure and promote high quality 
future residential development throughout the community 

§ Achieved the Government Finance Officers Association Award for “Excellence in 
Financial Reporting” for the 12th consecutive year 

 
Police Department     
§ Upgraded Departmental computer systems to latest versions including CRIMES 

record management system; the mobile data browser; Digital Booking; the video 
surveillance and recording system; upgraded four in-car radio systems; and 
began installation of a new police/fire radio dispatch system 

§ Enhanced levels of existing service throughout the community including an 
increase in foot and bike patrol presence in residential areas 

§ Trained two Child Safety Seat Technicians; one bicycle officer; 4 substitute 
crossing guards; 1 new police officer and sent one sergeant to the Northwestern 
University Center for Public Safety School of Staff and Command 

§ Presented D.A.R.E. to 340 local grade school children 
§ Hosted 2nd Citizens Police Academy 
§ Trained and qualified officers on the AR-15 police rifle 
§ Added a second motorcycle to patrol and trained officer 

 
Fire Department 
§ Reviewed and updated residential high rise procedures and training 
§ Continued training of all paramedics upgraded to new Illinois Department of 
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Public Health standards 
§ Received grant funded training for Spanish EMT-P personnel from the Midwest 

Counter Drug Terrorism Center. 
§ Continued to inspect all rooming houses, restaurants, gas stations, and places of 

assembly 
§ Continued to provide training for Resident Assistants at NIU 
§ Maintained status as a Level “A” Team under the MABAS Statewide Mutual Aid 

Plan 
§ Purchased a new medium duty demonstrator ambulance at considerable savings 

as opposed to having one custom built 
§ Received a $3000 grant for purchase of Automatic External Defibrillators 
§ Facilitated changes to allow both the engine and ambulance to be staffed on a 

daily basis 
§ Completed the outsourcing of ambulance billing to Kishwaukee Community 

Hospital 
§ Received grant funded training for flammable liquid firefighting techniques; for 

Tank Car Safety; terrorist bombings; and clandestine drug labs 
 
Public Works Department 
§ Coordinated a plan of action to address the Police Department “Space Needs” 
§ Successfully completed negotiations for the construction of six new commercial 

“condominium style” hangars at the airport 
§ Successfully completed negotiations of a 15-year agreement for a Fixed Base 

Operator with J.A. Air Center 
§ Completed the construction of a new 10-unit T-Hangar facility at the airport 
§ Revised water billing ordinance language to accurately reflect policy and 

procedures, including savings to both the city and the customer 
§ Coordinated the intergovernmental National Public Works Week promotion with 

the City of Sycamore, Town of Cortland, Village of Malta, Public and Private 
Schools and downtowns for all four communities 

§ Managed accident free snow removal season of  25” of snow for the third 
consecutive year 

§ Recipient of Tree City USA award for the eighth consecutive year from the 
Illinois Department of Natural Resources 

§ Expanded the new contractual tree trimming program to service additional areas 
of the community 

§ Completed a new Traffic Signal LED project to reduce electrical costs 
§ Partnered with Main Street DeKalb on the Palmer Court paving project 
§ Secured justification with FAA for installation of Glide Slope and MALSR 

runway approach lighting system for Runway 2 
§ Secured airport zoning for runway 2-20 with 7000’ length 
§ Acquired $2.75 million (federal money) for airport projects 
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§ Continued an aggressive meter change-out program to replace aging water 
meters and improve reading accuracy.  To date, over 86% of the 10,500 water 
meters installed in the City are now “radio read” meters 

§ Successfully implemented lead and copper corrosion water treatment at all five 
water treatment plants 

§ Achieved full compliance with all Federal and State EPA water standards 
§ Achieved tenth consecutive year of compliance with the Illinois Fluoridation Act 
§ Updated water system security and process control 

 
Community Development Department 
§ Initiated expanded Property Maintenance Program 
§ Created new residential policies and updated impact fees and developer 

contributions 
§ Began implementation of East Lincoln Highway Plan, including applications for 

ISTEA grants and preliminary engineering of streetscape improvements  
§ Assisted with the initiation of the Downtown Redevelopment Plan 
§ Began a program for rezoning residential neighborhoods and adopting design 

guidelines for infill development 
§ Began plans for South Fourth Street and Pearl Street neighborhoods 
§ Explored alternative funding sources for housing rehab programs and continued 

identification of broader rehab programs 
§ Continued UDO updates with drafting and adoption of major policy changes and 

implementation of new residential policies 
§ Completed local code amendments 
§ Reviewed fine and penalty structures 
§ Implemented enhanced property maintenance program 
§ Implemented computerized tracking system (Hansen) 

 
Engineering Department 
§ Provided technical support and inspection of residential and commercial projects 

such as Summit Enclave, Wineberry Subdivision, 3M Wirsing Parkway, Hidden 
Grove Subdivision, Rivermist Phases IV, South Pointe Green Unit II and Target 
Distribution Center 

§ Completed construction for Normal Road at Ridge Drive intersection 
improvements using $123,300 from a Safety Grant 

§ Coordinated design of watermain moves near RTE 38 Bridge 
§ Design and bid the Annie Glidden Road at Fairview Drive signal 
§ Continued a multi -year alley and sidewalk replacement program for TIF areas  
§ Received $680,000 federal funding for S. First Street improvements between 

Taylor and Barb Boulevard and completed construction for this $1,250,000 
improvement 

§ Finished project design for the North portion of Annie Glidden Road widening 
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improvements between the Tollway and Route 38 and acquired over 20 right-of-
way parcels  

§ Managed capital improvement projects of one million dollars including Greek 
Row Sidewalk replacement, TIF Street Maintenance, general striping, airport 
crack sealing and LED signal upgrades 

§ Oversaw construction of the $4 million Macom Drive project to support Park 88 
Subdivision and Target Corporation 

§ Designed and constructed a 3 mile watermain project along Bethany and 
Twombly Roads 

 
 
Recognizing that the City of DeKalb continues to change and evolve, and it remains the 
municipal government’s challenge and obligation to likewise change and evolve to meet the 
needs of its residents.  As such, some of the highlights in FY07 will include the following 
initiatives: 

§ Complete downtown redevelopment plans  
§ Complete a City marketing plan 
§ Update downtown retail incentives 
§ Expand application for Federal and State grants 
§ Purchase land for airport expansion 
§ Enhance the City’s government access cable channel 14 and work with Northern 

Illinois University and the School district on joint broadcasting programs 
§ Complete Palmer Court /Third Street restoration projects  
§ Initiate East Lincoln Highway corridor beautification designs 
§ Implement wayside horns at railway crossings  
§ Initiate West Lincoln Highway Bridge Repairs 

 

Awards and Acknowledgements 

The Government Finance Officers Association of the United States and Canada (GFOA) 
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of 
DeKalb, Illinois for its comprehensive annual financial report for the fiscal year ended June 30, 
2005.  This was the twelfth consecutive year that the government has received this prestigious 
award.  In order to be awarded a Certificate of Achievement, the government had to publish an 
easily readable and efficiently organized CAFR that satisfied both generally accepted 
accounting principles and applicable legal requirements. 

A Certificate of Achievement is valid for a period of one year only.  We believe that our current 
CAFR continues to meet the Certificate of Achievement Program's requirements and we are 
submitting it to the GFOA to determine its eligibility for another certificate. 

The preparation of this report would not have been possible without the efficient and dedicated 
service of the entire staff of the finance and administration department.  We wish to express our 
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appreciation to all members of the department who assisted and contributed to the preparation of 
this report.  Most especially, we wish to express our appreciation to the Mayor, City Council, 
and City Manager for their continued support of all of our financial management efforts. 
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CITY OF DEKALB, ILLINOIS 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
 

JUNE 30, 2006 
 

 
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, 2006.  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 

$133,581,120 at June 30, 2005 to $137,384,129 at June 30, 2006. 
§ Governmental Activity summary – Net assets for governmental activities increased by $3,015,728 

during the year to $98,270,801. 
§ Business-type Activity summary – Net assets for business-type activities increased by $787,281 

during the year to $39,113,328. 
§ General Fund summary – The City’s General Fund reported an increase of $234,737 in fund 

balance for the year to $3,825,643 
§ Budget vs. Actual – The City’s actual revenues for governmental funds were $950,476 more than 

budgeted revenues while the actual expenditures were more than total budgeted expenditures by 
$457,128. 

§ Capital – Total capital and infrastructure assets of Governmental and Business-Type Activities 
increased by $5,060,204 to $172,870,595. More detailed information regarding the City’s 
capital assets debt can be found in Note 5 of the financial statements. 

§ Debt Service – The City issued $2,000,000 million in general obligation bond anticipation notes to 
finance the future building of a new police station.  In addition, the City entered into a 
development agreement whereby it authorized a $1,450,000 payable to the developer of a retail 
mall in DeKalb.  More detailed information regarding the City’s long-term debt can be found in 
Note 8 of the financial statements. 

 
 
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.   
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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 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 (short-term spendable 
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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 governme ntal 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. 
 

 
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.  
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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 required to provide comparative analysis of 
government-wide information.  The current year comparative statements follow: 
 

 

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, 2006 
 

   
 
 

Governmental 
Activities 

 
Business-type 

Activities 

 
Total Primary 
Government 

 2005 2006 2005 2006 2005 2006 
       
Current and Other Assets 18,689,320 21,017,095 3,449,699 1,920,087 22,139,019 22,937,182 
Capital Assets 118,240,742 122,557,860 46,777,065 50,312,735 165,017,807 172,870,595 
     Total Assets $136,930,062 $143,574,955 $50,226,764 $52,232,822 $187,156,826 $195,807,777 
       
Other Liabilities 11,053,162 11,977,074 1,576,551 1,571,736 12,629,713 13,548,810 
Long-Term Liabilities 30,621,827 33,327,080 12,535,719 11,547,818 43,157,546 44,874,898 
     Total Liabilities $41,674,989 $45,304,154 $14,112,270 $13,119,554 $55,787,259 $58,423,708 
       
Net Assets:       
Invested in capital assets 104,193,560 107,038,191 34,483,474 39,392,443 138,677,034 146,430,634 
Restricted 1,524,630 3,295,898    0    0 1,524,630 3,295,898 
Unrestricted (10,463,117) (12,063,288) 1,631,020 (279,115) (8,832,097) (12,342,403) 
     Total Net Assets $95,255,073 $98,270,801 $36,114,494 $39,113,328 $131,369,567 $137,384,129 

 
 
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. 
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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 $133,581,120 to $137,384,129. 
 
Net assets of the City’s governmental activities increased by $3,015,728 during the year to $98,270,801.  
The bulk of this increase occurred through purchases of land. 
  
The net assets of business-type activities increased by $787,281 during the year to $39,113,328 due largely 
to additions to the City’s water distribution system.  The City’s business type activities include individual 
Funds for Water, Refuse, Airport, and Development Services.  The annual FY 2006 operating cost of the 
business-type services (excluding all non-operating revenues and expenses) was $6,171,071 compared to 
FY 2005 $5,673,565 and FY 2004 $5,350,927. 
 
Unrestricted net assets, available to finance the continuing operation of its business type activities, were 
($279,115) in FY 2006 versus $1,273,772 in FY 2005, $1,631,020 in FY 2004, and $2,237,149 in FY 2003.  
The Water Fund has been the source of this descending trend over the years and the significant FY 2006 
decrease occurred due to the expansion of the water distribution system in the north and northwest areas of 
the City.  To remediate the situation, the City plans to undergo a water rate analysis in January 2007. 
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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, 2006 
 
 
 

 
Governmental 

Activities 

 
Business-type 

Activities 

 
Total Primary 
Government 

 2005 2006 2005 2006 2005 2006 
       

REVENUES       
Program Revenues:       
   Charges for Services $6,687,244 $3,173,862 $5,948,445 $6,384,432 $12,635,689 $9,558,294 
  Operating grants      3,378,028      2,867,194 0 0 $3,378,028 $2,867,194 
  Capital grants 2,197,952 3,036,831 1,521,358 257,211 $3,719,310 $3,294,042 
General Revenues:       
   Property Taxes 6,907,239 7,408,007 74,674 75,194 $6,981,913 $7,483,201 
   Sales Taxes 10,000,157 11,035,531 0 0 $10,000,157 $11,035,531 
   Other Taxes 7,702,554 8,243,369 0 0 $7,702,554 $8,243,369 
   Investment Income 169,202 340,505          30,356          9,214 $199,558 $349,719 
  Contributions 12,257,511 1,004,424 729,577 771,776 $12,987,088 $1,776,200 
  Other 324,002 353,141 37,269 41,634 $361,271 $394,775 

Total Revenues $49,623,889 $37,462,864 $8,341,679 $7,539,461 $57,965,568 $45,002,325 
       

EXPENSES       
General Government $6,565,079  $6,505,926  $0 $0 $6,565,079 $6,505,926 
Public Safety 14,495,797 14,009,805 0 0 $14,495,797 $14,009,805 
Community Improvement      5,455,783                   7,706,447              0 0 $5,455,783 $7,706,447 
Highways And Streets    10,481,051    4,743,859 0 0 $10,481,051 $4,743,859 
Interest 1,026,539 1,154,903 0 0 $1,026,539 $1,154,903 
Water 0 0 3,876,880 4,131,341 $3,876,880 $4,131,341 
Refuse 0 0 1,199,238 1,313,885 $1,199,238 $1,313,885 
Airport 0 0 766,597 839,450 $766,597 $839,450 
Development Services 0 0 194,977 294,791 $194,977 $294,791 

Total Expenses $38,024,249 $34,120,940 $6,037,692 $6,579,467 $44,061,941 $40,700,407 
       

Change in Net Assets 
Before Transfers 

 
$11,599,640 

 
$3,341,924 

 
$2,303,987 

 
$959,994 

 
$13,903,627 

 
$4,301,918 

  Transfers In (Out) 122,958 172,713 (122,958) (172,713) $   0 $   0 

Change in Net Assets $11,722,598 $3,514,637 $2,181,029 $787,281 $13,903,627 $4,301,918 

 

Restated Net Assets, July 1* $83,532,475 $94,756,164 $36,145,018 $38,326,047 $119,677,493 $133,082,211 

Net Assets, June 30 $95,255,073 $98,270,801 $38,326,047 $39,113,328 $133,581,120 $137,384,129 

*Please refer to Note 15 of the financial statements for further details on net asset restatements. 
 
Normal Impacts-Changes In Net Assets 

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



- 9 - 

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 2.5% at June 
30, 2006), 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 $37,462,864.  Sales taxes continue to be the 
City’s largest source of tax revenues.  The $11,035,531 in sales tax revenues received in FY 
2006 compared favorably to last year’s $10,000,157.  The FY 2006 results were enhanced 
due to a full-years’ affect of a 1/2% rate increase in the City’s Home Rule Sales tax 
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effectuated on January 1st, 2004.  However, even when that factor was excluded, the City still 
experienced year-over-year growth in the sales tax base. 
 
Since Sales and Other Taxes are the primary source of income, a short description of the 
major categories is included below: 
§ Municipal Retailers Occupation Tax (also referred to as the “State Sales - 

Unrestricted” Tax):  This tax is collected by the State of Illinois and a portion is 
distributed back to municipalities based upon the point of sale.  The City’s portion of 
the rate is 1%. 

§ Home Rule Sales Tax:  As an Illinois “home rule” community, the City is allowed by 
State statute to implement its own sales tax rate on sales within the incorporated area.  
The rate is set by the City Council and currently stands at 1.25%. 

§ Restaurant and Bar Tax: The City tax on gross receipts of restaurant and liquor retail 
sales is 2%. 

§ Utility Tax: This category includes taxes on the use of electricity, gas, and 
telecommunications within the City. 

§ Income Tax: The Illinois income tax is imposed on the privilege of earning or 
receiving income in, or as a resident of, the State of Illinois.  It is collected by the 
State and remitted back to municipalities based on population. 

 
Although most other revenue categories increased from the prior fiscal year due to the 
general improvement in the overall local economy, the one most particularly impacted by the 
economic recovery has been seen in the improvement of State income tax distributions. 
 
The largest dollar-changes from FY 2005 were noted in “Charges for Services” category and 
“Contributions”.  The main source of the decrease in Charges for Services was due to the 
one-time FY 2005 receipt of a $2.3 million dollar payment from DeKalb County to 
underwrite municipal obligations for road improvements in exchange for a share of the City’s 
sales tax increase.  The absence of this transaction in FY 2006 led to the decline.  As to the 
fall off in Contributions, the City’s temporary moratorium on new construction has greatly 
reduced the amount of donated infrastructure (e.g., streets) built by residential developers. 
 

Expenses: 
Expenses for governmental activities totaled $34,120,940 compared to FY 2005 
$38,024,249.  Although expenses were negatively impacted by rising pension, healthcare, 
and development costs, the increase was offset by significant reductions in capital outlay for 
equipment, vehicles, and streets. 

 
Business Type Activities 
Revenue: 

Revenue from business-type activities totaled $7,539,461 in FY 2006. This represents a 
$802,218 decrease from last year and was primarily due to a drop in capital grants. 

 
Expenses: 

Expenses for business-type activities totaled $6,579,467.  There were no major changes from 
last year for the Water, Refuse, Airport, and Development Services. 
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS 
 

For the fiscal year ended June 30, 2006, the governmental funds reflect a combined fund balance 
of $7,104,441.  This increase of $2,180,256 from FY 2005 was due largely to receipt of funds 
from the Federal and State governments for road improvement projects that are planned to begin 
in FY 2007.  As a result, a fund balance reserve of $2,211,424 has been set aside for roadways.   
 
The General Fund FY 2006 ending fund balance of $3,825,643 equals about 7 weeks of FY 2007 
expenditures.  For FY 2007, the City plans to draw down FY 2006 fund balance to purchase 
various capital items.  To implement this plan, Council has decided to budget a portion of Home 
Rule sales tax revenues toward various capital projects. 
 
In January 2006, the City issued $2,000,000 million in general obligation bond anticipation notes 
to finance the future construction of a new police station.  In addition, the City continued to 
expand its use of capital leases to fund various equipment and vehicle purchases.    More detailed 
information regarding the City’s long-term debt can be found in Note 8 of the financial 
statements. 
 
In regards to debt service limitations, Article VII, Section 6(k) of the 1970 Illinois Constitution 
governs computation of the legal debt margin.  Since the City of DeKalb is a home rule 
municipality, it is excluded from the limitations of the Act.  Therefore, the City is not restricted 
as to the amount of debt it can issue. 
 

 
General Fund Budgetary Highlights 

 
 FY 2006 FY 2006  Prior Year 
 Original Amended FY 2006 FY 2005 
General Fund Budget Budget Actual Actual 
     
Revenues     
     Taxes $20,099,107 $20,099,107 $20,724,507 $19,318,470 
     Licenses & Permits 666,000 666,000 598,657 618,029 
     Charges for Services 1,527,400 1,527,400 1,548,946 1,407,507 
     Fines & Forfeits 749,000 749,000 696,551 654,353 
     Other 537,000 537,000 960,322 641,645 
Total $23,578,507 $23,578,507 $24,528,983 $22,640,004 
     
Expenditures and Transfers     
     General Government $4,032,025 $4,032,025 $3,947,310 $3,634,683 
     Public Safety 14,336,567 14,336,567 14,963,148 13,891,820 
     Community Improvement 3,864,755 3,864,755 3,780,017 3,432,725 
     Proceeds on Sale of Capital Assets (3,000) (3,000) (3,074) (12,717) 
     Transfers In (767,617) (767,617) (397,443) (384,300) 
     Transfers Out 1,890,702 1,890,702 2,118,521 1,747,708 
Total $23,353,432 $23,353,432 $24,408,479 $22,309,919 
     
Change in Fund Balance $225,075 $225,075 $120,504 $330,085 
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During fiscal year 2006, the City Council made no revenue or expenditure budget amendments.  
Due largely to income tax, grants, and ambulance revenues exceeding budgeted revenues, the 
actual General Fund revenues were more than original budgeted revenues by $950,476 during 
FY 2006. 
 
Actual General Fund expenditures and transfers were more than the original budget by 
$1,055,047 due most significantly to Fire Department overtime (a portion of which was eligible 
for grant reimbursable Technical Rescue Team training). 
 
In looking at other Major Governmental Funds, Tax Increment Funds #1 and #2 had FY 2006 
ending fund balances of $279,455 and ($918,112) respectively as compared to FY 2005 balances 
of $879,436 and ($1,155,456).  TIF #1 will fully expire in 2013 while TIF # 2 will expire in 
2018. 
 
Another major governmental fund, Motor Fuel Tax, 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 gradually direct motor fuel tax money back to the MFT Fund. 
 
 

Water Fund Highlights 
 
 FY 2003 FY 2004 FY 2005 FY 2006 
Water Fund Actual Actual Actual Actual 
     Revenues     
Charges for Services     
     Water Sales $3,700,616 $3,725,387 $3,634,382 $3,979,822 
     Permits 388,039 909,125 649,654 466,622 
Miscellaneous 86,578 31,649 31,061 17,796 
Total $4,175,233 $4,666,161 $4,315,097 $4,464,240 
     Expenses, Transfers, and Contributions     
     Operating Expenses ($2,369,558) ($2,468,583) ($2,496,256) ($2,708,143) 
     Depreciation & Amortization (906,146) (965,314) (1,050,606) (1,088,404) 
     Non-Operating Revenues (Expenses) (363,082) (351,802) (300,368) (325,580) 
     Transfers In 0 0 0 0 
     Transfers Out (301,000) (392,600) (426,458) (397,443) 
     Developer Contributions 1,398,700 791,875 729,577 568,186 
Total ($2,541,086) ($3,386,424) ($3,544,111) ($3,951,384) 
     
Change in Net Assets $1,634,147 $1,279,737 $770,986 $512,856 
 
The FY 2006 ending net assets of the Water Fund stands at $19,952,769 compared to 
$19,439,913 last year.  Although the change in Net Assets continues to be positive, the upward 
trend does not reflect the yearly deterioration in the unrestricted portion of those Net Assets 
which now stand at $123,938 compared to $1,608,613 in FY 2005.  As stated before, 
management plans to undergo a rate analysis of water sales to insure that the Water Fund 
remains healthy. 
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CAPITAL ASSETS 
 
At the end of fiscal year 2006, the City’s Governmental Funds had invested $122,557,860 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, 2005 Deletions June 30, 2006 

Non-Depreciable Assets    
     Land & Land Right of Way $30,247,677 $3,327,522 $33,575,199 
Depreciable Capital Assets    
     Buildings and Improvements 5,791,609 0 5,791,609 
     Equipment and Vehicles 6,878,813 281,582 7,160,395 
     Infrastructure 127,768,775 2,759,552 130,528,327 
     Accumulated Depreciation on 
           Capital Assets 

 
(51,485,079) 

 
               (3,012,591) 

 
(54,497,670) 

Totals $119,201,795 $3,356,065 $122,557,860 
 
 
The major additions to capital assets during the year included a) substantial street and right-of-
way donations from housing developers and b) retroactive reporting of infrastructure.  For more 
detailed information regarding capital assets, please see Note 5 of the financial statements. 
 
At the end of fiscal year 2006, the City’s Business-Type Funds had invested $50,312,735 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, 2005 Deletions June 30, 2006 

Non-Depreciable Assets    

     Land & Land Improvements $12,894,200 $0 $12,894,200 

Depreciable Capital Assets    

     Buildings 4,781,975 407,000 5,188,975 
    Water Distribution System 34,318,426 1,894,160 36,212,586 
     Equipment and Vehicles 1,160,873 300,873 1,461,746 
     Airport Infrastructure 6,413,634 362,700 6,776,334 
     Accumulated Depreciation on 
           Capital Assets 

 
   (10,960,512) 

 
               (1,260,594) 

 
(12,221,106) 

Totals $48,608,596 $1,704,139 $50,312,735 
 
The major additions to capital assets during the year included major additions to the water 
distribution system in areas of new community growth along Bethany Road. 
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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. 
 
 
 


























































































































































































































































































































































