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Accounfants & Management Consultants

PTW & Co. Phone: 630:574-1040
2221 Camden Court Suite 300 fax: 6305748313
Qak Brook, llinois 60523 Web: wwwptwco.com

INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor
and Board of Commissioners
Village of Forest Park, Illinois

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Village of Forest Park,
Itlinois, (Village), as of and for the year ended April 30, 2004, which collectively along with the discretely
presented component unit, comprise the Village's basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the Village’s management. Qur responsibility is to express
opinions on these financial statements based on our audit. We did not audit the financial statements of the
discretely presented component unit (Village of Forest Park Public Library). The component unit financial
statements of as of and for the year ended April 30, 2004 were audited by other auditors, whose reports
thereon have been furnished to us, and our opinion, insofar as it relates to the amounts included for the
discretely presented component unit, is based solely on the report of the other auditors.

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

In our opinion, based on our audit and the report of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the
business-type activities, the discretely presented component unit, each major fund, and the aggregate
remaining fund information of the Village as of April 30, 2004, and the respective changes in financial
position and cash flows, where applicable, thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America

As described in Note 1 to the financial statements, the Village adopted the provisions of GASB Statement No.
34, Basic Financial Statements - and Management’s Discussion and Analysis - for State and Local
Governments, GASB Statement No. 37, Basic Financial Statements - and Management's Discussion and
Analysis - for State and Local Governments: Omnibus, GASB Statement No. 38, Certain Financial Statement
Note Disclosures and GASB Interpretation No. 6, Recognition and Measurement of Certain Liabilities and
Expenditures in Governmental Fund Financial Statements, as of May 1,2003. This has resulted ina change to
the format and content of the Village’s financial statements for the year ended April 30, 2004.

1 Chicago - Oak Brook * Springfield - New York - Indiana
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The Management’s Discussion and Analysis, analysis of funding progress for pensions, and budgetary
comparison information on pages 3-13, 57-59 and 60, respectively, are not a required part of the basic
financial statements but are supplementary information required by the Governmental Accounting Standards
Board. We bave applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and do not express an opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Village’s basic financial statements. The accompanying supplementary information, including
the combining and individual fund financial statements and supplemental data section for the year ended
April 30,2004, listed in the accompanying table of contents are presented for purposes of additional analysis
and are not a required part of the basic financial statements. This additional information is the responsibility
of the Village's management. The combining and individual fund financial statements have been subjected
to the auditing procedures applied by us in the audit of the basic financial statements and, in our opinion,
based on our audit, are fairly stated in all material respects in relation to the basic financial statements taken
as a whole. The supplemental data section has not been subjected to the auditing procedures applied byusin
the audit of the basic financial statements and, accordingly, we express no opinion on it.

N YN

PTW & Co.

Oak Brook, Illinois
September 8, 2004






VILLAGE OF FOREST PARK, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS
April 30, 2004

As management of the Village of Forest Park (“Village”), we offer readers of the financial statements
this narrative overview and analysis of the financial activities for the fiscal year ended April 30, 2004,
Since the Management’s Discussion and Analysis (“MD&A™) is designed to focus on the current year’s
activities, resulting changes and currently known facts, it should be read in conjunction with the
Village’s financial statements. Comparative analysis will be provided in future years when prior year
information is available.

Financial Highlights
During the fiscal year that ended April 30, 2004, the Village Council worked diligently to exhibit fiscal
responsibility. After several years of budget deficits, the Council took drastic action to reduce expenses
and spend within our means. Some of the financial highlights during the year follow:

» Completed the IEPA water project to improve Forest Park sewer system

+ Complied with the GASB #34 reporting and accounting requirements on time and under budget

- Took aggressive, proactive action to mitigate the effects of past budget deficits

« Took steps to improve cash flow management

« Analyzed revenue enhancement options Village-wide and increased fees where necessary

« Improved financial procedures and controls per auditors’ recommendations
Overview of the Financial Statements
This discussion and analysis is intended to serve as an introduction to the Village’s basic financial
statements. The basic financial statements comprise three components: 1) government-wide financial

statements, 2) fund financial statements, and 3) notes to the financial statements. This report also
contains other supplementary information in addition to the basic financial statements.

‘Government-Wide Financial Statements

The government-wide financial statements, Statements 1 and 2, are designed to provide readers with a
broad overview of Village finances, in a manner similar to a private-sector business. The statement of
net assets presents information on all of the assets and liabilities, with the difference between the two
reported as net assets. Over time, increases or decreases in net assets may serve as a useful indicator of
whether the financial position of the Village is improving or deterjorating.

The statement of activities presents information showing how the Village’s net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses
are reported in this statement for some items that will only result in cash flows in future fiscal periods.

The Governmental Activities reflect the Village’s basic services, including administration, public safety,
streets and alleys, and community outreach. Property taxes, shared state taxes and local utility taxes

- finance the majority of these services. The Business-Type Activities (also called Proprietary Funds)
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VILLAGE OF FOREST PARK, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS
April 30, 2004

reflect private sector-type operations, where the fee for service typically covers all or most of the cost of
operations, including depreciation. The component unit, which is shown only in the Government-wide
financials, is the Forest Park Public Library. Though a separate legal entity, the Library is included
because the Village is financially accountable for it.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The Village uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the Village can be
divided into three categories: governmental funds, proprietary funds and fiduciary funds.

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

The Village maintains fifteen individual governmental funds. Information is presented separately in the
~ governmental fund balance sheet and in the governmental fund statement of revenues, expenditures and

changes in fund balances for the general fund, the only major fund, and the ten special revenue funds
and four debt service funds, which are considered to be non-major funds. Individual fund information
for these non-major governmental funds is provided in the Exhibits following the Required
Supplementary Information.

The Village maintains one type of proprietary fund. Proprietary funds are used to report the same
functions presented as business-type activities in the government-wide financial statements. The Village
uses proprietary funds to account for its water and sewer operations and parking lot operations.
Proprietary funds provide the same type of information as the government-wide financial statements.
The proprietary fund financial statements provide separate information for the water fund and the
parking fund, both of which are considered to be major funds of the Village.

Fiduciary funds are used to account for resources held for the benefit of others, in this case, Fire and
Police retirees. Fiduciary funds are not reflected in the government-wide financial statements because
the resources of those funds are not available to support the Village’s own programs. The accounting
used for fiduciary funds is similar to that used by proprietary funds.

Notes to the Financial Statements

The notes are an integral part of the basic financial statements. They provide additional information that
is essential to a full understanding of the information provided in the government-wide and fund
financial statements.



VILLAGE OF FOREST PARK, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS
April 30, 2004

Other Information

In addition to the basic financial statements this report also includes certain required supplementary
information related to budgetary information and the Village’s progress in funding its obligation to
provide pension benefits to its employees. Detailed non-major fund information can be found
immediately following the required supplementary information.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The following chart reflects the condensed Statement of Net Assets (in thousands):

Business- Total
Governmental type Primary

Activities Activities Government
Assets: _
Current & other assets $ 7,7959 § 2,5185 % 10,3144
Capital assets 21,5721 8.813.5 30,385.6
Total assets 29,368.0 11,332.0 40,700.0
Liabilities:
Current liabilities 3,434.5 137.5 3,572.0
Long-term liabilities 11.999.0 5,082.3 17,081.3
Total liabilities 15,433.5 5,219.8 20,653.3
Net Assets:
Invested in capital
assets, net 9,703.6 3,731.2 13,434.8
Restricted 1,359.8 - 1,359.8
Unrestricted 2.871.1 2.381.0 5,252.1

Total Net Assets $ 139345 § 61122 § 200467

The overall financial position of the Village is very healthy. Current assets of $10.3 million are 2.9
times current liabilities of $3.6 million, showing that our ability to pay our bills is very good. The net
assets (assets less liabilities) are represented by capital assets such as buildings and other structures,
parking lots, and infrastructure, net of any outstanding debt; funds restricted for debt service; and
unrestricted net assets, which can be used to finance day-to-day operations without constraints
established by legal requirements,



VILLAGE OF FOREST PARK, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS
April 30, 2004

The following chart reflects the condensed Statement of Activities (in thousands):

Governmental Business-type Total Primary

Activities Activities Government
Revenues
Program Revenues:
Charges for services $ 3,233.0 $ 3,5272  §$ 6,760.2
Operating grants/contr. 847.1 - 847.1
Capital grants/contr. 254.5 - 254.5
General Revenues:
Property taxes 5,089.9 - 5,089.9
Other taxes 5,519.3 - 5,519.3
Other revenues 49.6 13.8 63.4
Total Revenues 14,993.4 3,541.0 18,534.4
Expenses
General government 5,029.2 - 5,029.2
Police protection 2,963.9 - 2,963.9
Fire protection 2,874.2 - 2,874.2
Health and safety 479.0 - 479.0
Community outreach 572.1 - 572.1
Public works 5,506.8 - 5,506.8
Water and sewer - 2,347.0 2,347.0
Parking lot operations - 271.3 271.3
Interest on debt 267.7 - 267.7
- Total Expenses 17,692.9 2,618.3 20,311.2
Transfers 1,323.1 (1,323.1) -
Change in Net Assets (1.376.4) (400.4) (1,776.8)
Net Assets Beginning of Year 15,310.9 6,512.6 21,823.5
Net Assets End of Year $§ 139345 §$§ 61122 § 20,046.7

The principle sources of revenue for the Village are fees for services, property taxes and state taxes.
Thirty-six percent of our total revenue of $18.5 million comes from charges for services. Property taxes
and other taxes represent 27.5 percent and 29.8 percent respectively.

Together, police and fire protection represent 28.7 percent of the cost of operating the Village. Public
works and the water department together account for 38.7 percent and general government is 24.8
percent of total expenses.
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FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS
Governmental Funds

Basic services of the Village are reported in the General Fund, which is the one major fund of the
governmental funds. Governmental funds focus on how money flows into and out of the funds and the
balances left at year-end are available for spending. These funds are reported using an accounting
method called modified accrual accounting, which measures cash and all other financial assets that can
readily be converted to cash. The governmental fund statements provide a detailed short-term view of
the Village’s general government operations and the basic services it provides. Governmental fund
information helps you determine whether there are more or fewer financial resources that can be spent in
the near future to finance programs.

The changes in the various governmental funds balances are shown below (in thousands):

Non-major Funds
Special Debt Total
General Revenue TIF  Service Governmental
Fund Funds Funds Funds Funds

Revenues $ 11,8869 % 9814 $ 688.7 $1,362.7 §  14919.7
Expenditures 15,417.9 667.6 1,137.5 795.8 18,018.8
Excess (deficiency) of

revenues over expenditures (3,531.0) 313.8 (448.8) 566.9 (3,099.1)
Transfers in (out) 2,238.9  (459.3) (127.9) (328.7) 1,323.1
Sales of assets 321.6 - - - 321.6
Loan proceeds 643.5 643.5
Bond proceeds - - 1,115.0 - 1,115.0
Net change in Fund Balances (327.0) (145.5) 5383 238.2 304.0
FB at beginning of year 1,175.5 _1,050.2 (18.7) _1.341.4 3,548.4

Fund Balance at end of year _$ 8485 $ 9047 § 5196 $15796 § 3,8524

The fund balance of the general fund decreased 28 percent during the year. Please refer to the following
section on budgetary highlights for analysis of the shortfall. Overall, the governmental funds increased
in total fund balances by 8.5 percent.

Proprietary Funds
Proprietary funds are business-type activities where customers pay for the services provided. The major

proprietary funds are the Water Fund and the Vehicle Parking Fund. The non-major proprietary funds
are shown in detail in the auditor’s report in Exhibits 12 through 14.



VILLAGE OF FOREST PARK, ILLINOIS
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The changes in the net assets of the various proprietary funds are shown below (in thousands):

Total revenues (operating and non) § 3,0482 § 2643 §

Total expenses (operating and non)
Income before Transfers

Transfers in (out)

Net change in Net Assets
‘Net Assets at beginning of year

Net Assets at end of year

CTA Other Total
Water  Parking Sinking Parking Proprietary
Fund Fund Fund Funds Fands
348 22528 35410
2,347.0 104.8 - 166.5 2,618.3
701.2 159.5 34 58.7 922.7
(1,223.1)  (100.0) - - (1,323.1)
(521.9) 59.5 34 58.7 (400.3)
33934 _ 19546 243.3 9214 _ 6,512.6
$ 287158 201408 24673 980.0% 6.1122

Net assets decreased in the Water Fund this year by 15 percent because of large transfers out to
reimburse the General Fund for construction on the IEPA water project, which was completed during the

fiscal year.

GENERAL FUND BUDGETARY HIGHLIGHTS

The following chart reflects the condensed Budgetary Comparison Schedule (in thousands):

Adopted Budget Actual Variance

Revenues:

Taxes $ 9,381.5 $ 8,014.0 §  (1,367.5)

Licenses and permits 1,056.5 906.8 (149.7)

Fees for services 1,861.6 1,409.5 (452.0)

Grant revenue 979.2 404.9 (574.4)

Fines 920.1 796.9 (123.2)

Other 390.0 354.8 (35.2)
Total Revenues 14,588.9 11,886.9 (2,702.0)
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Adopted Budget Actual Variance

Expenditures:

General Public Affairs 345.2 345.3 (0.1

Police Department 3,771.6 3,481.3 290.3

Fire Department 2,481.9 2,778.2 (296.4)

Commounity services 623.1 572.1 51.0

Accounts and finance 4,677.4 4,278.6 308.8

Public property 1,633.1 1,623.6 9.5

Streets and public improv. 2,192.8 1,573.4 619.4

Health and safety 833.4 765.4 68.0
Total Expenditures 16,558.5 15,417.9 1,140.6

Excess (deficiency) of
revenues over expenditures: §  (1.969.6) §  (3,531.0)

Over 75 percent of the general fund deficit is due to a significant shortfall in projected tax revenues.
The budget projection was for a 15.5 percent increase in tax revenues and the actual result was a
decrease of 1.3 percent. Fees for services shows a deficit in receipts of $452.0, however the budget
includes the administrative transfer of $600 thousand from the water fund, which is not shown on that
line in the actual column. Grant revenue projections also exceeded actual grant receipts, some of which
were received subsequently.

When the revenue shortfalls became apparent, expenditures were cut back in every department and full
budget line items eliminated. The Village Council grappled with the cuts which resulted in layoffs in
February, 2004. The excess expenditures in the Fire Department are due to the expenditure of $793.5
thousand for a new fire truck, of which only $360 thousand was included in the budget. Eliminating the
fire truck budget and cost items results in $137.2 thousand reduction in Fire Department expenditures,
which is in line with cuts in all the other departments.

Removing the fire truck purchase from both the budget and actual total expenditures shows a reduction
from $16,198.5 thousand budgeted to $14,624.4 thousand actual, an overall reduction of 9.7 percent.
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CAPITAL ASSET AND DEBT ADMINISTRATION

Governmental Activities
Change in Capital Assets
(in thousands)

Restated Net
Balance as of Additions/ Balance as of
April 30,2003 (Deletions) April 30, 2004
Non-Depreciable Assets

Land $ 46462 § (130.0) § 4,516.2
Other Capital Assets

Infrastructure 28,4949 - 28,4949

Buildings and improvements 2,573.9 (200.0) 2,373.9

Vehicles, Furniture, Fixtures 2,939.2 865.3 3,804.5

Accum. Depreciation {16,326.7) (1.290.6) (17,617.3)
Net Capital Assets $ 22,3275 § (755.3) 8§ 21,5721

The significant deletions for fiscal year 2004 were the sale of the building at 7233 Madison Street,
which housed the Forest Park ARK, removing land of $130 thousand and $200 thousand from buildings.
The purchase of the new fire engine for $793.5 thousand is the major addition under vehicles, furniture

and fixtures.

Business-Type Activities
Change in Capital Assets
(in thousands)

Restated Net

Balance as of Additions/ Balance as of
April 30,2003 (Deletions) April 30, 2004

Non-Depreciable Assets

Land $ 6983 § - 8 698.3
Other Capital Assets

Infrastructure 7,583.7 772.5 8,356.1

Buildings and improvements 1,968.4 - 1,968.4

Vehicles - - -

Accum. Depreciation (2.064.6) (144.6) (2.209.2)
Net Capital Assets b 8,185.7 $ 6279 $ 8,813.5

Infrastructure additions during fiscal year 2004 were engineering payments to contractors on the IEPA
water project. The final payments of $87.9 thousand will be paid during fiscal year 2005.

10
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VILLAGE OF FOREST PARK, ILLINOIS
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Debt Administration
At April 30, 2004, the Village had outstanding debt as follow::

Payment due
Within one year

Governmental Activities

General Obligation TIF Refunding Bonds, 2002 $ 5,100,000 $ 295,000
General Obligation Refunding Bonds, 2003 1,435,000 270,000
General Obligation TIF Refunding Bonds, 2003A 1,115,000 - Q-
Total Bonds $ 7,650,000 565,000
General Obligation Debt Certificates 3,544,822 115,117
Instaliment Contracts 56,395 56,935
Loan Payable 617.326 53,985
Total Governmental Long-term Debt $ 11,868,543 $791,037
Business-type Activities
General Obligation Debt Certificates $ 926,511 $ 29,883
Loan Payable (IEPA) 4,155,774 173,280
Total Business-type Long-term Debt $ 5,082,285 $203.163

The governmental bond payments of $565,000 are due from the Debt Service funds and financed
through tax deposits. Interest rates on Wnds range from 1.40 to 4.85 percent. The General
Obligation Debt Certificate of $4.6 million'a interest rates ranging from 4.15 to 7.50 percent. The
General Fund, Water Fund and Parking Fund share the principle and interest payments for the general
obligation bond.

Under Illinois law the Village’s outstanding debt is limited to 8.625 percent of the assessed valuations in
our jurisdiction. The Village’s debt limit under this law is $24.8 million.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

Because of the deficit, the Village Council adopted a stringent budget for the fiscal year beginning May
1, 2004.  General Fund budgeted revenues increased a modest 3.7 percent over last year’s actual
revenues. Budgeted expenditures overall decreased further from fiscal year 2004 by $985.3 thousands
(excluding the fire truck purchase), or 6.7 percent.

Business activity continues to increase in Forest Park. In the coming fiscal year, new stores such as
Ultra Foods, Bed Bath and Beyond, and A.J. Wright are opening new outlets. Additional sales tax
revenue will enhance Village operating funds and allow us to operate within a balanced budget.

Residential development in Forest Park continues at a steady pace in the coming year with the Madison
Commons condominiums on Madison Street and the new development on Harrison Street and Circle
Avenue. The Council has recently approved the development of the property on Van Buren Street with
condominiums and town homes. These new developments provide not only enhanced property values
in the future, but also provide the Village with substantial contractors® fees in the near term.

In the year beginning May 1, 2004, the Council recognized the need to further enhance revenues.
Ilinois law allows a non-home rule municipality to increase its sales tax rate up to one-half percent upon

11
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MANAGEMENT’S DISCUSSION AND ANALYSIS
April 30, 2004

approval by general referendum. When approved, the Village share of sales taxes is estimated to
increase over $800 thousand per year. This will allow the Village to improve its streets and alleys and
other infrastructure, which are sorely in need of repairs. The full effect of this tax increase will not be
evident until fiscal 2006, however, it will eliminate some of the budget for streets and alley repairs in
fiscal 2005.

CONTACTING THE VILLAGE’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, customers, investors and creditors with a
general overview of the Village’s finances. Questions concerning this report or requests for additional
financial information should be directed to the Village Clerk, Village of Forest Park, 517 Desplaines
Avenue, Forest Park, Illinois, 60130.
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STATEMENT 1
VILLAGE OF FOREST PARK, ILLINOIS
Statement of Net Assets
April 30,2004

Primary Government
Governmental Business-type Component
Activities Activities Total Unit
ASSETS
Cash and Cash Equivalents $ 3,801,856 § 1,342,640 $§ 5234496 § 575,616
Investments 365,641 - 365,641 -
Receivables:
Property Tax Receivable 2,003,841 - 2,003,841 379,188
Due from Other Governments 1,304,598 - 1,304,598 6,975
Interest Receivable - 2,356 2,356 -
Accounts Receivable 246,565 375,424 621,989 -
Prepaid Items 328,785 18,590 347,375 7,337
Internal Balances (779,449) 779,449 - -
Deferred Charges 61,309 - 61,300 -
Net Pension Asset 372,112 - 372,712 -
Capital assets not being depreciated 4,516,150 698,257 5,214,407 134
Captial assets heing depreciated, net 17,055,962 8,115,271 25,171,233 1,165,651
Total Assets $ 29367970 § 11,331,987 § 40,699,857 § 2,134,901
LIABILITIES AND NET ASSETS
Liabilities
Accounts Payable 5 487,366 § 126,097 § 613,463 § 25,465
Accrued Payroll 51,987 2,166 54,153 -
Other Liabilities 120,699 9,215 129,914 3,201
Deferred Revenue 2,554,663 - 2,554,663 -
Interest Payable 219,770 - 219,770 -
Long-term obligations, due within one year:
Bonds Payable 565,000 - 565,000 -
Installment Contracts Payable 56,395 - 56,395 -
Debt Certificates 115,117 29,883 145,000 -
Loans Payable 53,986 173,280 227,266 -
Long-term obligations, due in more than one year:
Bonds Payable 7,085,000 - 7,085,000 -
Debt Certificates 3,429,705 896,628 4,326,333 -
Loans Payable 563,340 3,982,494 4,545,834 -
Net Pension Obilgation 130,473 - 130,473 -
Total Liabilities 15,433,501 5,219,763 20,653,264 28,666
Net Assets
Invested in capital assets, net of related debt 9,703,569 3,731,243 13,434,812 1,165,785
Restricied for:
Debt service 1,359,782 - 1,359,782 -
Other Purposes - - - 184,286
Unrestricted Net Assets 2,871,118 2,380,981 5,252,099 756,164
Total Net Assets 13,934,469 6,112,224 20,046,693 2,106,235
TOTAL LIABILITIES AND NET ASSETS $ 29367970 $§ 11,331987 § 40699957 $ 2134901

The accompanying notes to the financial statements are an integral part of this statement.
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