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Independent Auditor's Report

To the Members of the County Board
Jo Daviess County, lllinois
Galena, lllinois

We have audited the accompanying financial statements of the governmental activities, each
major fund and the aggregate remaining fund information of Jo Daviess County, lllinois as of
and for the year ended November 30, 2011, which collectively comprise the Jo Daviess County
lllinois' basic financial statements as listed in the table of contents. These financial statements
are the responsibility of Jo Daviess County, lllinois' management. Our responsibility is to
express opinions on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of Jo Daviess County, lllinois as of November 30, 2011,
and the respective changes in financial position, thereof for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

As discussed in Note 1 to the financial statements, Jo Daviess County, lllinois has implemented
GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions for
the year ended November 30, 2011, which changed the classifications of fund balances and
certain fund types.

In accordance with Government Auditing Standards, we have also issued our report dated
April 17, 2012, on our consideration of Jo Daviess County, Illinois' internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.



The Management's Discussion and Analysis on pages 3 through 18, lllinois Municipal
Retirement Fund and Other Post-Employment Benefits information on page 55 and Budgetary
Comparison information on pages 56 through 60 are not a required part of the basic financial
statements but are supplementary information required by the accounting principles generally
accepted in the United States of America. We have 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 express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Jo Daviess County, lllinois' basic financial statements. The combining
major, nonmajor, and agency fund statements, listed in the table of contents as supplementary
information, are presented for purposes of additional analysis and are not a required part of the
basic financial statements. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by the U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments and Nonprofit Organizations, and
is not a required part of the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our opinion,
is fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.

The schedule of property tax rates, levies, extensions and equalized assessed valuations and
schedule of expenditures from taxes extended for tort immunity purposes have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we express no opinion on them.

Hftbt ansom o £257

Dixon, lllinois
April 17, 2012



Jo Daviess County, lllinois

Management’s Discussion and Analysis
Year Ended November 30, 2011

It is an honor to present to you the financial picture of Jo Daviess County, lllinois. We offer
readers of the County’s financial statements this narrative overview and analysis of the financial
activities of Jo Daviess County, lllinois for the fiscal year ended November 30, 2011. We
encourage readers to consider the information presented here in conjunction with the County’s
basic financial statements, which begins on page 19 following this narrative.

Jo Daviess County implemented Governmental Accounting Standards Board Statement No. 54,
Fund Balance Reporting and Governmental Fund Type Definitions, effective December 1, 2010.
With this implementation, the Contingency Fund was folded into the General Fund and the
Catastrophic Public Health Emergency Fund was folded into the Public Health Fund.
Additionally, the following funds were reclassified from Special Revenue Funds to Capital
Project Funds: Public Health Capital Investment Fund, Tourism Capital Development Fund,
County Capital Improvements Fund, County Capital Equipment Fund, Home Health Care
Capital Equipment Fund, and GIS Capital Equipment and Investments Fund.

Financial Highlights

The assets of Jo Daviess County’s governmental activities exceeded its liabilities by
$26,524,527 and $24,304,058 (net assets) at the close of fiscal years 2011 and 2010,
respectively. Of this amount, $13,105,129 represented the County’s investment in capital
assets, net of related debt, $7,813,094, was held for restricted purposes, and $5,606,304 was
unrestricted. The unrestricted net assets may be used to meet the County’s ongoing obligations
to citizens and creditors.

The County’s total net assets increased by $2,220,469 and $2,202,617 in fiscal years 2011 and
2010, respectively.

At the close of the current fiscal year, the County’s governmental funds reported combined
ending fund balances of $12,649,030, an increase of $83,617 in comparison to the prior year.
Approximately 22 percent of this total amount, $2,895,781, is available for spending at the
government’s discretion (unassigned fund balance).

The unassigned fund balance in the General Fund was $2,926,983 or 48 percent of total
General Fund expenditures for fiscal year ended 2011.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to Jo Daviess County,
lllinois’ basic financial statements. The County's basic financial statements are comprised of
three components: 1) government-wide financial statements, 2) fund financial statements and 3)
notes to basic financial statements. This report also contains other supplementary information in
addition to the basic financial statements themselves.

Government-wide financial statements: The government-wide financial statements are designed
to provide readers with a broad overview of Jo Daviess County’s finances, in a manner similar
to a private-sector business.

The statement of net assets presents information on all of Jo Daviess County’s 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
County is improving or deteriorating.



Jo Daviess County, lllinois

Management’s Discussion and Analysis
Year Ended November 30, 2011

Overview of the Financial Statements (Continued)

The statement of activities presents information showing how the County'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 (e.g., uncollected taxes and earned but unused vacation
leave).

These statements highlight the functions of Jo Daviess County that are principally supported by
taxes, intergovernmental revenues and charges for services (governmental activities). The
governmental activities of the County include general control and administration, county
development, public safety, court services, mental health, public health and education,
transportation and all other expenditures. There are no business-type activities accounted for by
the County. The government-wide financial statements can be found on pages 20 through 22 of
this report.

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. Jo
Daviess County, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the County
can be divided into two categories: governmental 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. Such information may be useful in evaluating a
government’s near-term financial requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

Jo Daviess County maintains 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 General, County Highway, County Aid
to Bridges, and Public Health funds which are considered to be major funds. By definition, the
general fund is always considered a major fund. In addition, governments may report as major
funds whatever other individual governmental funds they believe to be of particular importance
to financial statement users (for instance, because of public interest). At a minimum,
governmental funds other than the general fund must be reported as major funds if they meet
both of the following criteria:



Jo Daviess County, lllinois

Management’s Discussion and Analysis
Year Ended November 30, 2011

Overview of the Financial Statements (Continued)

e Ten percent criterion. An individual governmental fund reports at least 10 percent of any
of the following: a) total governmental fund assets, b) total governmental fund liabilities,
c) total governmental fund revenues, or d) total governmental fund expenditures.

e Five percent criterion. An individual governmental fund reports at least 5 percent of the
aggregated total for both governmental funds and enterprise funds of any one of the
items for which it met the 10 percent criterion.

Data from the other governmental funds are combined into a single, aggregated presentation.
Individual fund data for each of these nonmajor governmental funds is provided in the form of
combining statements elsewhere in this report.

The County adopts an annual appropriated budget for most of its funds. A budgetary
comparison statement has been provided as required supplementary information for the
General Fund, County Highway Fund, County Aid to Bridges Fund, and Public Health Fund to
demonstrate compliance with this budget on pages 56 through 59.

The basic governmental fund financial statements can be found on pages 23 through 26 of this
report.

Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statements
because the resources of those funds are not available to support the County’s own programs.
The fiduciary funds of the County are considered agency funds. Total assets of the fiduciary
funds were $1,586,881 and $1,169,532 for fiscal years ended 2011 and 2010, respectively.

The basic fiduciary fund financial statement can be found on page 27 of this report.

Notes to basic financial statements: The notes provide additional information that is essential to
a full understanding of the data provided in the government-wide and fund financial statements.

The combining statements referred to earlier in connection with nonmajor governmental funds
are presented immediately following the notes to basic financial statements and the required
supplementary information.

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s
financial position. The County’s total net assets have increased from a year ago. Table 1
reflects total net assets of $26,524,527, which represents an increase of $2,220,469 from 2010.

Of the County’s net assets, 49 percent and 47 percent for fiscal years ended 2011 and 2010,
respectively, reflects its investment in capital assets (e.g., land, construction-in-progress,
buildings and improvements, equipment and infrastructure), less any related debt used to
acquire those assets that is still outstanding. The County uses these capital assets to provide
services to citizens; consequently, these assets are not available for future spending. The
following is a summary of the County’s statement of net assets:

Please note that Table 1 net assets section for 2011 is not comparable to 2010 because of
changes in classifications/definitions of restricted balances related to GASB 54 implementation.

5



Jo Daviess County, lllinois

Management’s Discussion and Analysis
Year Ended November 30, 2011

Government-Wide Financial Analysis (Continued)

Table 1 — Jo Daviess County, lllinois’ Net Assets

Governmental Activities

2011 2010
Current and other assets $20,833,772 $19,625,649
Capital assets, net 13,112,020 11,545,520
Total assets 33,945,792 31,171,169
Current liabilities 7,286,619 6,832,776
Noncurrent liabilities 134,646 34,335
Total liabilities 7,421,265 6,867,111
Net assets:
Invested in capital assets, net of related debt 13,105,129 11,528,711
Restricted for:
General control and administration 1,189,168 -
Construction projects - 1,063,073
Transportation 2,957,666 397,501
Public health and education 2,137,980 -
Mental health 16,848 15,608
Public safety 592,916 409,417
Court services 424,626 -
Employee benefits - 462,020
County development 443,543 599,949
Insurance costs - 373,754
Working cash 50,347 48,631
Unrestricted 5,606,304 9,405,394
Total net assets $26,524,527 $ 24,304,058

A portion of the County’s net assets (29 percent) are restricted and represents resources that
are subject to external restrictions on how they may be used. The remaining balance of
unrestricted net assets, $5,606,304 (21 percent) may be used to meet the government’s
ongoing obligations to citizens and creditors.

At the end of fiscal year 2011, Jo Daviess County is able to report positive balances in all three
categories of net assets. The same situation held true for the prior fiscal year.

The statement of changes in net assets shown on the following page shows that the County’s
total net assets increased by $2,220,469 during the current fiscal year.

Table 2 highlights the County's revenues and expenses for the fiscal year ended November 30,
2011 and 2010. These two main components are subtracted to yield the change in net assets.
This table utilizes the full accrual method of accounting.

Revenue is further divided into two major components: program revenue and general revenue.
Program revenue is defined as charges for services, operating grants and contributions, and
capital grants and contributions. General revenue includes taxes, investment income and other
unrestricted revenue sources.

6



Jo Daviess County, lllinois

Management’s Discussion and Analysis
Year Ended November 30, 2011

Government-Wide Financial Analysis (Continued)

Table 2 — Jo Daviess County, lllinois’ Changes Net Assets

Revenues:
Program revenues:
Charges for services*
Operating grants and contributions™
Capital grants and contributions*
General revenues:
Local property taxes
Hotel/motel taxes
State income tax
Motor fuel tax
Sales tax
Corporate personal property replacement taxes
Other taxes
Unrestricted investment earnings
Other
Gain on disposal of capital assets

Total revenues

Expenses:
General control and administration
Transportation
Public health and education
Public safety
Mental health
County development
Court services
Interest

Total expenses
Increase in net assets
Net assets, beginning

Net assets, ending

*Certain reimbursements were classified as charges for services in 2011 that were classified as
operating or capital grants and contributions in 2010.

Governmental Activities

2011

$ 4,830,602
1,265,544
127,268

5,197,048
681,562
877,642
674,384
955,608
192,801
175,600

95,442
283,539

15,357,040

2,344,395
2,895,381
1,839,733
3,220,075
333,058
1,226,989
1,276,325
615

13,136,571
2,220,469
24,304,058

$26,524,527

2010

$ 2,269,719
2,408,502
1,211,090

5,023,548
739,253
846,756
669,672

1,054,545
218,791

12,581
138,706
147,381
181,290

14,921,834

2,256,238
2,304,795
2,154,183
3,087,646

334,551
1,327,392
1,253,314

1,098

12,719,217
2,202,617
22,101,441

$24,304,058



Jo Daviess County, lllinois

Management’s Discussion and Analysis
Year Ended November 30, 2011

Government-Wide Financial Analysis (Continued)

Table 3 below discloses cost of services for Governmental Activities. The total cost of services
column contains all costs related to the programs and the net cost column shows how much of
the total amount is not covered by program revenues. Succinctly put, net costs are costs that
must be covered by local taxes or other general revenue or transfers.

Table 3 — Jo Daviess County, lllinois’ Cost of Services

Net Net
Total Cost (Expense) of Total Cost (Expense) of
of Services Services of Services Services
Programs 2011 2011 2010 2010
General control and
administration $ 2,344395 $ (950,554) $ 2,256,238 $ 97,217
Transportation 2,895,381 (738,524) 2,304,795 (241,067)
Public health and education 1,839,733 (629,432) 2,154,183 (1,011,119)
Public safety 3,220,075  (2,771,977) 3,087,646 (2,406,787)
Mental health 333,058 (333,058) 334,551 (334,551)
County development 1,226,989 (860,015) 1,327,392  (1,078,517)
Court services 1,276,325 (628,982) 1,253,314  (1,184,312)
Interest 615 (615) 1,098 (1,098)
Total $13,136,571 $(6,913,157) $ 12,719,217 $(6,160,234)

Net cost of services is 53 percent and 48 percent of total cost of services in 2011 and 2010,
respectively. This reflects a continued reliance on taxes and other general revenues sources to
fund the cost of services.

Revenues: Total government-wide revenue increased $435,206 or 2.9 percent from the prior
year. If property taxes in the amount of $5,197,048 are factored out of the total all other
government-wide revenue increased $261,706 or 2.6 percent. Program revenue increased
$334,105 or 5.7 percent. Several revenue sources within the program revenue categories were
reclassified from one category to another category; in most cases this resulted in significant
variances from prior year. The most significant sources of revenue during fiscal year 2011
continued to be property taxes, operating grants and contributions, and charges for services.



Jo Daviess County, lllinois

Management’s Discussion and Analysis
Year Ended November 30, 2011

Government-Wide Financial Analysis (Continued)

Expenditures: Total government-wide expenditures increased $417,354 or 3.3 percent from the
prior year. Programs which experienced an increase in fiscal year 2011 include transportation
$590,586 or 25.6 percent, and public safety $132,429 or 4.3 percent. Programs which
experienced a decrease include public health and education which decreased $314,450 or 14.6
percent and county development which decreased $100,403 or 7.6 percent.

The most significant classification of expenditures supporting County operations are personnel
related costs. In fiscal year 2011 government-wide expenditures for personnel costs (salaries,
wages, pension contributions, employee benefits and health insurance) totaled approximately
$6,899,591. This is an increase of $68,303 or 1.0 percent more than the prior year total of
$6,831,288. Salaries and wages totaled $5,188,437, a decrease of $25,346 or 0.5 percent
below the prior year total of $5,213,783 and is primarily due to a wage freeze for non-union
employees, a voluntary furlough program and less part time hours. Employee benefits (social
security, medicare, health insurance, and pension contributions) totaled $1,711,154, an
increase of $93,649 or 5.8 percent over the prior year total of $1,617,505 and is primarily due to
increases in the IMRF pension contribution rate and health insurance premium rates. Personnel
costs for salaries/wages and employee benefits represent 52.5 percent and 53.7 percent of the
County’s total cost of services in 2011 and 2010, respectively.

Financial Analysis of the Government’s Funds

As noted earlier, Jo Daviess County, lllinois uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental funds: The focus of the County’s governmental funds is to provide information on
near-term inflows, outflows and balances of spendable resources. Such information is useful in
assessing the County's financing requirements. In particular, unassigned fund balance may
serve as a useful measure of a government’s net resources available for spending at the end of
the fiscal year.

As of the end of the current fiscal year (November 30, 2011), the County’s governmental funds
reported combined ending fund balances of $12,649,030, an increase of $83,617 in comparison
with the prior year. Approximately 22 percent of this total amount, $2,895,781, constitutes
unassigned fund balance, which is available for spending at the government’s discretion. The
remainder of the fund balance is reserved to indicate that it is not available for new spending
because it has already been restricted or assigned.

The General Fund is the primary operating fund used to account for the governmental
operations of Jo Daviess County. The General Fund contains the operational budgets of a
majority of County departments including County Treasurer, County Clerk & Recorder, Sheriff,
Coroner, Courts, Probation, Circuit Clerk, State’s Attorney, Supervisor of Assessments, IT,
Building & Zoning, Animal Control, County Board and County Administrator. Five (5) operational
budgets from four (4) County departments are found in the Special Revenue Funds; they
include the Highway Department (County Highway Fund), the Health Department (Public Health
Fund and Home Health Care Fund), the Convention & Visitors Bureau (Tourism Promotion
Fund) and the GIS Department (GIS Automation Fund).

9



Jo Daviess County, lllinois

Management’s Discussion and Analysis
Year Ended November 30, 2011

Financial Analysis of the Government’s Funds (Continued)

Governmental funds: (continued)

At the end of the current fiscal year, the unassigned fund balance of the General Fund was
$2,926,983 while total fund balance reached $2,955,112. As a measure of the General Fund’s
liquidity, it may be useful to compare both unassigned fund balance and total fund balance to
fund expenditures. Unassigned fund balance represents approximately 48 percent of total actual
General Fund expenditures ($6,041,631), while total fund balance represents approximately 49
percent of that same amount.

The fund balance of the County’s General Fund increased by $543,113 during the current year;
this increase is primarily due to more than anticipated intergovernmental revenue and charges
for services and to the timing of payments received from the state of lllinois; total expenditures
were $202,849 or 3.2 percent less than anticipated. In addition, a portion of this increase
($16,046) is due to combining the Contingency Fund into the General Fund per the
implementation of GASB Statement No. 54.

The County Highway Fund had a fund balance of $940,013 which increased $99,902 from the
prior year. This increase is primarily due to more than anticipated intergovernmental revenue
and less than anticipated personnel and building expenditures.

The County Aid to Bridges Fund had a fund balance of $380,175 which decreased $590,824
from the prior year. The decrease is primarily due to the anticipated completion of planned
bridge projects and the unanticipated expenditures to repair infrastructure damaged by the 2011
flood.

The Public Health Fund had a fund balance of $1,169,216, which increased $62,843 from the
prior year (this includes the Catastrophic Public Health Emergency Fund). This increase is
primarily due to more than anticipated revenue from service charges and less than anticipated
personnel costs. In addition, a portion of this increase ($1,570) is due to combining the
Catastrophic Public Health Emergency Fund into the Public Health Fund per the implementation
of GASB Statement No. 54.

Budgetary Highlights of the County’s Major Funds

The County’s budget is prepared according to lllinois law and is based on accounting for certain
transactions on the modified accrual basis of accounting. A budget to actual schedule is
provided as required supplementary information for the General Fund and major special
revenue funds. Budget columns are provided for both the original and final budget adopted for
fiscal year 2011. Significant changes to the budget and actual differences with the final budget
are discussed below.

10



Jo Daviess County, lllinois

Management’s Discussion and Analysis
Year Ended November 30, 2011

General Fund Budgetary Variances

Budget to actual revenue: Actual revenues ($5,513,263) exceeded estimates ($5,043,728) for
the period by $469,535 (this includes the Contingency Fund). This increase is primarily due to
more than anticipated receipts of intergovernmental revenues of $334,015. Significant
intergovernmental variances include state income tax and salary reimbursements, which due to
the timing of distributions from the state, exceeded expectations by $108,316 and $103,980
respectively. In FY2010 Jo Daviess County received 11 monthly income tax distributions, in
FY2011 the County received 13 monthly income tax distributions. Also exceeding expectations
by $10,000 or more were local use tax $40,433, county supplemental tax $36,390, county sales
tax $30,318, corporate personnel property replacement tax $15,162, court costs/fines/fees
$70,590, penalties on tax collection $53,481, guest accommodation fees $28,050, building
permits $13,483 and franchise fees $11,072. These variances were partially offset by revenue
projections which fell short of expectations by more than $10,000 including: property taxes
receipts $23,935, County Clerk’s earnings $15,231, federal entitement land payment $10,063,
and Sheriff's fees $10,173.

Budget to actual expenditures: Total expenditures ($6,041,631) were less than budget
($6,244,480) for the period by $202,849. General Fund expenditure categories less than budget
include: General control and administration $99,228, Public health and education $19,553,
Public safety $19,361, County development $25,255, Court services $34,725 and Capital outlay
$4,727. Personnel costs of ($4,838,588) were $79,138 or 1.6 percent less than budget
($4,917,726). This variance was primarily due to less than estimated part time wages and
employee participation in a voluntary furlough program. Personnel costs (including
salaries/wages, social security, medicare, health insurance, and pension contributions,
excluding mileage, travel, dues, uniforms) represent 80.1 percent of General Fund
expenditures.

The General Fund had a year-end fund balance of $2,955,112. While this is an increase of
$543,113 from the prior year (this includes the Contingency Fund), it also represents an
increase of $799,565 over the $256,452 deficit anticipated when the fiscal year 2011 budget
was adopted.

Major Special Revenue Fund Variances

County Highway Fund: The County Highway Fund had a fund balance of $940,013, which is a
$99,902 increase from the prior year. Actual revenues exceeded expectations by $49,046. This
was primarily due to more than estimated sales tax $37,818 and FEMA reimbursement $28,060
and offset in part by less than anticipated property tax $11,187. Actual expenditures were less
than budget by $177,404. This was primarily due to less than anticipated part-time personnel
($26,418), and less than anticipated building expenditures ($79,361).

County Aid to Bridges Fund: The County Aid to Bridges Fund had a fund balance of $380,175,
which is a decrease of $590,824 from the prior year. The decrease is primarily due to the
anticipated completion of planned bridge projects and the unanticipated expenditures to repair
infrastructure damaged by the 2011 flood.
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Jo Daviess County, lllinois

Management’s Discussion and Analysis
Year Ended November 30, 2011

Major Special Revenue Fund Variances (Continued)

Public Health Fund: The Public Health Fund had a fund balance of $1,169,216, which is an
increase of $62,843 from the prior year (this includes the Catastrophic Public Health Emergency
Fund). Actual revenues exceeded expectations by $36,418. Actual expenditures were less than
budget by $251,325. This was primarily due to salaries, employee benefits and various general
operating expenditures being less than anticipated. In addition, the Catastrophic Public Health
Emergency Fund budgeted $200,000 for expenditures, while no expenditures were made from
this fund in fiscal year 2011. These savings were offset in part by more than anticipated
expenditures for operating supplies and WIC food instrument distributions.

Capital Asset and Long-Term Debt Activity

Capital assets: Jo Daviess County, lllinois’ investment in capital assets for its governmental
activities amounted to $13,112,020 and $11,545,520 (net of accumulated depreciation) as of
November 30, 2011 and 2010, respectively. This investment in capital assets includes land,
construction-in-progress, buildings and improvements, equipment and machinery, transportation
equipment, and infrastructure.

Major capital asset events during fiscal year 2011 include completion of the Public Safety
Building HVAC project, improvements to the Courthouse HVAC system, the Jo Daviess County
orthophotography project, improvements to the Health Department building (a new telephone
system, remodeled nursing area, new tile floor and replaced drywall in lower level, painted
interior, and gutters/downspouts), the Devnet sketching project was completed, two new
Sheriff's Department squad vehicles, one new transit vehicle, one new Public Health vehicle,
the Highway Department purchased one new dump truck, one new pickup truck, shop hoist and
a John Deere loader, a temporary culvert was installed on Bethel Road, the Scout Camp Welch
Bridge project was completed, four parcels for road right of way were purchased and
construction-in-progress include the Bethel Road Wurster Bridge, Elizabeth-Scales Mound
Road Bank, Elizabeth-Scales Mound Road Bridge and the Public Safety Radio Communication
Systems Project.

Table 4 — Jo Daviess County, lllinois’ Capital Assets
Governmental Activities

2011 2010
Land $ 248,543 $ 165,150
Construction-in-progress 1,123,545 768,140
Buildings and improvements 2,622,234 2,226,357
Equipment and machinery 706,235 639,060
Transportation and equipment 1,140,351 1,188,898
Roads and bridges 7,271,112 6,557,915
Total $13,112,020 $11.545,520

Additional information on Jo Daviess County, lllinois’ capital assets can be found in Note 4 of
this report.
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Jo Daviess County, lllinois

Management’s Discussion and Analysis
Year Ended November 30, 2011

Capital Asset and Long-Term Debt Activity (Continued)

Debt administration: Jo Daviess County operates largely under a “pay-as-you-go” philosophy.
As a result, the County carries no significant long-term debt. It has a capital lease for
equipment that had a balance of $6,891 and $16,809 as of November 30, 2011 and 2010,
respectively. In addition, there are some other post-employment benefit obligations and net
pension obligations.

Additional information on Jo Daviess County, lllinois’ long-term debt can be found in Note 5 of
this report.

Economic Factors and Outlook

Recovery from the great recession, high unemployment, revenue shortfalls, and the
continuation of delayed state payments were all concerns in 2011 and continue as we enter
2012. Historically Jo Daviess County has been known for its pro-business, pro-tourism
environment, an abundance of available property with secondary and transient housing being a
strong source of continued growth. In 2008 and 2009 Jo Daviess County experienced a rather
significant decline in new construction especially in the recreational and second home market.
For several years high levels of new construction, home sales and mortgage refinances resulted
in increased revenue from building permits and recording fees. However, new construction and
real estate sales have slowed considerably in recent years. This trend began in the second half
of 2006. New home building permits have declined for six straight years in Jo Daviess County.
A total of 30 new home building permits were issued in 2011 in unincorporated Jo Daviess
County; this is a 6.3 percent decrease from the 32 new home permits issued in 2010 and an 83
percent decrease from the 175 new home permits issued in 2005.

The fiscal year 2012 budget was adopted in November 2011 with the knowledge that the local,
state and national economies are trying to recover from the great recession, unemployment is
still high, negative economic trends have impacted most sources of state shared revenue, many
local revenue sources have declined and the local impact of government stimulus programs has
been minimal.

While the local economy has slowed, the County remains optimistic that commercial and
industrial growth will occur during the upcoming reporting period. Reasons for this optimism
include the recently announced $100 million dollar Rentech Nitrogen expansion project and the
$20 million dollar Gavilon Grain project. The LRA continues to promote and redevelop the
Savanna Army Depot. In addition several communities, including East Dubuque, Stockton,
Elizabeth and Scales Mound, are all in various stages of creating or implementing TIF Districts
which have the potential to significantly expand both residential and commercial growth. Three
regional economic development organizations have recently been established to promote and
enhance economic development in our region, they include the Tri-County Economic
Development Alliance (TCEDA), which represents Jo Daviess County, Carroll County and part
of Whiteside County, the Upper Mississippi River International Port District, which represents
Carroll and Jo Daviess County, and the Blackhawk Regional Council, which was officially
established in April of 2012 for the six county region of the Blackhawk Hills RC&D.
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Jo Daviess County, lllinois

Management’s Discussion and Analysis
Year Ended November 30, 2011

Economic Factors and Outlook (Continued)

In 2011 there were some signs of economic improvement. The municipal 1 percent sales tax
collected county-wide for sales made January 1 to December 31, 2011 increased 2.3 percent.
The Jo Daviess County supplemental sales tax (0.25 percent) also increased 2.3 percent from
prior year. Sales in unincorporated Jo Daviess increased 5.1 percent from prior year.
Hotel/Motel tax receipts in FY2011 for Galena and Jo Daviess County (combined) increased
2.87 percent from the same period in 2010. After decreasing for 11 of 12 months in 2009
Hotel/Motel Tax receipts increased 19 of 24 months in 2010 and 2011. Both of these key local
economic indicators will be monitored very closely.

The population of Jo Daviess County per the 2010 U.S. Census is 22,678. This is an increase
of 389 or 1.75 percent from the 2000 U.S. Census.

Employment

Similar to most cities and counties across the nation, the County of Jo Daviess faces significant
economic fiscal pressures caused by the great recession. According to the National Bureau of
Economic Research, the recession started nationwide in the U.S. in December 2007 and ended
in June 2009. Although the recession has officially ended, the recovery thus far has been weak
and mixed. Unemployment rose significantly in 2009 to levels not seen since the early 1980’s
and remained high in 2010 and 2011. One of the consequences is a decline in local revenue.
Generally revenue from taxes (sales, income, use, corporate) move with income. As we enter
2012, high unemployment continues to have a negative affect on state and local revenue
especially state share revenue.

The lllinois Department of Employment Security (IDES) reports that the February 2012
unemployment rate, not seasonally adjusted for Illlinois, was 9.4 percent, the U.S.
unemployment rate was 8.7 percent, and the unemployment rate in Jo Daviess County was 9.7
percent. The overall 2011 unemployment rate for Jo Daviess County was 7.8 percent and
compares to overall 2010 unemployment rate of 8.8 percent. In February 2012, Northwest
lllinois continued to have some of the highest unemployment rates in the State with three of
lllinois’ 10 highest unemployed counties in Boone 15.0 percent, Ogle 12.9 percent, and
Winnebago 12.4 percent.

The lllinois Department of Employment Security (IDES) reports the total labor force in Jo
Daviess County in February 2012 was 12,477 of which 11,265 were employed, 1,212 were
unemployed and an unemployment rate of 9.7 percent. This compares to the February 2011
total labor force of 12,754 of which 11,531 were employed, 1,223 were unemployed and an
unemployment rate of 9.6 percent.

Labor trends - the most current quarterly workforce indicator report from the lllinois Department
of Employment Security (IDES) shows Jo Daviess County lost 49 jobs between the 1% qtr. of
2010 and 1st qtr. of 2011and lost 781 jobs between the 1% quarter of 2006 and the 1st quarter
of 2011; during this same period the number of employers increased by 37 from 773 in 2006 to
810 in 2011. Between the 1 quarter of 2009 and the 1% quarter of 2011 average weekly wages
decreased 1.6 percent. Sectors with the largest increases in employment between 2006 and
2011 were wholesale trade, professional and technical, and transportation and warehousing.
Sectors with the largest percent decreases were administrative and support, real estate rental
and leasing, and construction.
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Jo Daviess County, lllinois

Management’s Discussion and Analysis
Year Ended November 30, 2011

Property Tax Levy

Most County revenue sources have decreased as a result of the recession; consequently
property tax revenue continues its position as the most significant source of revenue. In fiscal
year 2011 county property tax revenue totaled $5,197,048, an increase of $173,500 or 3.5
percent over the fiscal year 2010 amount of $5,023,548 and represents 33.8 percent of total
county-wide revenue, up from 33.7 percent in 2010, and down from 36.1 percent in 2009.

Jo Daviess County is subject to the lllinois Property Tax Extension Limitation Law (PTELL)
pursuant to 35 ILCS 200/18-185. This law was adopted by Jo Daviess County as a result of a
November 1997 voter referendum. PTELL limits the growth in property tax extension on existing
property to an annual increase of 5 percent or the change in the consumer price index (CPI),
whichever is less. Special Service Areas are exempt from PTELL and are not included in the
County’s total aggregate extension, but the County does levy per ordinance for the respective
Special Service Areas. There are provisions in the law which do allow extensions to increase
more than the limit; they include increases in proportion to the amount of new
property/construction and annexations of territory into a district. A CPI factor of 2.7 percent was
utilized in administering the 2010 Property Tax Extension Limitation Law formula (payable 2011)
and a 1.5 percent CPI factor was used to determine the 2011 property tax extension (payable
2012). Per PTELL the estimated allowable aggregate property tax extension increase for Jo
Daviess County for 2011 (payable 2012) is $124,853.

Special Service Areas

Special Service Areas (SSA) are exempt from PTELL and are not included in the County’s total
aggregate property tax levy. SSA are, however, subject to a maximum property tax rate. These
rates were established by ordinance (after public hearing) by the Jo Daviess County Board.
SSA do fall under the Truth in Taxation Law and are included in the County’s calculations for
this purpose. The maximum property tax levy rates for individual SSA in Jo Daviess County are
as follows: SSA #1 Warren Ambulance - $0.100/hundred dollars of assessed value, SSA #2 and
#4 Elizabeth Ambulance — $0.100/hundred dollars of assessed value, and SSA #5 Hanover
Ambulance — $0.110/hundred dollars of assessed value.

The combined 2011 total property tax levy (payable 2012) for all three SSA is $172,317. This
represents an increase of $10,069 or 6.2 percent over the actual 2010 combined SSA property
tax levy amount of $162,248. SSA #1 has a proposed levy of $80,000 which is a $9,990 or 14.3
percent increase over the 2010 actual levy of $70,010, SSA #2 and #4 has a proposed levy of
$64,000 which is an increase of $80 or 0.13 percent over its 2010 actual levy of $63,920, and
SSA #5 has a proposed levy of $28,317 which is the same as its 2010 levy request.

15



Jo Daviess County, lllinois

Management’s Discussion and Analysis
Year Ended November 30, 2011

Taxable Assessed Value (EAV)

Total taxable assessed value of property in Jo Daviess County as of January 1, 2011 is
$760,254,141, a decrease of $31,185,622 or 3.9 percent less than $791,439,763 on January 1,

2010 and a decrease of $56,699,257 or 6.9 percent less than the $816,953,398 on January 1,
2009.

Jo Daviess County
Taxable Equalized Assessed Value (EAV)
1994-2011

Taxable EAV in ¢

1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011

O Taxable EAV (millions) | 278 | 316 | 352 | 384 | 412 | 413 | 453 | 478 | 500 | 525 | 549 | 586 | 646 | 718 | 800 | 817 | 791 | 760 |
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Jo Daviess County, lllinois

Management’s Discussion and Analysis
Year Ended November 30, 2011

Property Tax Extension Rate

The 2011 Jo Daviess County property tax rate is 0.68674/hundred dollars of assessed value.
This is an increase of 0.04233 or 6.7 percent more than the 2010 rate of 0.64441. The primary
reason that the 2011 Jo Daviess County property tax levy rate increased is due to the decrease
in total overall equalized assessed value of property in Jo Daviess County. Per state sales
ratios, some Jo Daviess County township assessment districts experienced a decrease in
assessed valuation in both 2010 and 2011. This is a reversal of a multi-year trend that in
general saw property values and equalized assessed values increase at a rate faster than the
rate of inflation (CPI) which in turn limited (lowered) property tax extension levy rates.

The 2011 Jo Daviess County property tax levy rate is the second property tax levy rate increase
since 2004 and the fourth levy rate increase since PTELL was implemented in Jo Daviess
County in 1998.

Jo Daviess County
Property Tax Levy Rate
1994 - 2011

0.9000

0.8000

0.7000 — — —

0.6000 - 1 |

oso00+ +— —H +—4 +—H4 —H +—HH +—4H —H —4 HH—H +—HH —H -~ — - - - H

0.4000
0.7173 0.7106 0-7214
© 0-7016 1 0.6839  0.6722 0.6739| 0.6716  0.6698 0.6718 0.6699 o Q@7

03000 +— [—— 4 —0.6177 _ 0.6062— 0.6027— —

Rate per $100 of Assessed Value

0.2000 — — — — — —— — i | E— EE— EE— E— E— | | -

0.1000

0.0000

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

17



Jo Daviess County, lllinois

Management’s Discussion and Analysis
Year Ended November 30, 2011

Risk Management

Jo Daviess County participates with approximately 50 other lllinois counties in purchasing its
property and liability insurance and workers’ compensation insurance from lllinois Counties Risk
Management Trust. To help minimize the County’s risk exposure, the County adopted a Safety
Policy Manual in 2008 and hired a part time Safety Coordinator in 2009. The County’s Safety
Committee works with the Safety Coordinator to implement the County’s safety program,
reviews reports of injury, and assists in planning quarterly educational programs aimed at
reducing and preventing accidents and injuries in the workplace.

The above factors were considered while preparing the fiscal year 2012 financial plan for the
County.

Requests for Information

These financial statements and discussions are designed to provide our citizens, taxpayers,
investors and creditors with a complete disclosure of the County's finances and to demonstrate
a high degree of accountability for the public dollars entrusted to us. If you have questions about
this report or need additional information, please write Jo Daviess County Administrator, Jo
Daviess County, lllinois, 330 North Bench Street, Galena, lllinois 61036.
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JO DAVIESS COUNTY, ILLINOIS
STATEMENT OF NET ASSETS
November 30, 2011

Governmental
Activities
ASSETS
Current assets:
Cash and investments $ 12,137,710
Receivables:
Accounts 132,814
Interest 543
Property taxes 5,397,288
Due from other governmental agencies 2,924,283
Inventories 73,988
Prepaid expenses 78,251
Loans receivable 88,895
Total current assets 20,833,772
Noncurrent assets:
Capital assets, non depreciable:
Land 248,543
Construction-in-progress 1,123,545
Capital assets, depreciable:
Buildings and improvements 4,476,102
Equipment and machinery 2,820,746
Transportation equipment 2,664,600
Road and bridges 14,099,524
Less accumulated depreciation (12,321,040)
Total noncurrent assets 13,112,020
TOTAL ASSETS 33,945,792
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LIABILITIES
Current liabilities:
Accounts payable
Accrued liabilities
Accrued compensated absences
Unearned revenue
Unearned property taxes
Current portion of capital lease payable
Total current liabilities

Noncurrent liabilities:
Net pension obligation
Other postemployment benefits obligation
Total noncurrent liabilities

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:
General control and administration
Transportation
Public health and education
Public safety
Mental health
County development
Court services
Working cash
Unrestricted

TOTAL NET ASSETS

Governmental
Activities

1,040,849
307,391
361,250
172,950

5,397,288

6,891

7,286,619

91,607
43,039

134,646

7,421,265

13,105,129

1,189,168
2,957,666
2,137,980
592,916
16,848
443,543
424,626
50,347
5,606,304

$ 26,524,527

The accompanying notes are an integral part of the basic financial statements.
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JO DAVIESS COUNTY
STATEMENT OF ACTIVITIES
Year Ended November 30, 2011

Net Revenue

(Expense)
and Changes
in Net
Operating Capital __Assets
Charges for Grants and Grants and Governmental
Expenses Services Contributions Contributions Activities
Functions/Programs
PRIMARY GOVERNMENT:
Governmental activities:
General control and administration $ 2,344,395 $ 1,155,798 $ 138,043 $ 100,000 $ (950,554)
Transportation 2,895,381 1,592,461 564,396 - (738,524)
Public health and education 1,839,733 734,807 475,494 - (629,432)
Public safety 3,220,075 420,830 - 27,268 (2,771,977)
Mental health 333,058 - - - (333,058)
County development 1,226,989 287,349 79,625 - (860,015)
Court services 1,276,325 639,357 7,986 - (628,982)
Interest 615 - - - (615)
Total governmental activities 13,136,571 4,830,602 1,265,544 127,268 (6,913,157)
General revenues:
Property taxes 5,197,048
Sales tax 955,608
Hotel/motel use tax 681,562
State income tax 877,642
Motor fuel tax 674,384
Corporate personal property replacement taxes 192,801
Other taxes 175,600
Unrestricted investment earnings 95,442
Other 283,539
Total general revenues 9,133,626
Change in net assets 2,220,469
NET ASSETS, BEGINNING OF YEAR 24,304,058
NET ASSETS, END OF YEAR $ 26,524,527

The accompanying notes are an integral part of the basic financial statements.
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ASSETS
Cash and investments
Accounts receivable
Interest receivable
Due from other funds
Due from other governmental agencies
Property tax receivable
Loans receivable
Prepaid expenses
Inventory

TOTAL ASSETS

LIABILITIES
Accounts payable
Accrued liabilities
Due to other funds
Unearned and deferred revenue
Deferred property tax

Total liabilities

FUND BALANCES
Nonspendable
Restricted:
General control and administration
Transportation
Public health and education
Public safety
Mental health
County development
Court services
Working cash
Committed
Assigned
Unassigned

Total fund balances

TOTAL LIABILITIES AND FUND BALANCES

JO DAVIESS COUNTY, ILLINOIS
BALANCE SHEET
GOVERNMENTAL FUNDS
November 30, 2011

County County Aid Public Other Total
General Highway To Bridges Health Governmental Governmental

Fund Fund Fund Fund Funds Funds
$2,708,338 $ 836,916 $ 78,843 $1,159,912 $§ 7,353,701 $ 12,137,710
25,389 2,441 288 1,569 103,127 132,814
474 - - - 69 543
117,340 160,000 - - 11,677 289,017
868,247 52,098 1,510,241 33,388 460,309 2,924,283
1,734,242 798,009 305,021 522,509 2,037,507 5,397,288
- - - - 88,895 88,895
1,119 - - - 77,132 78,251
27,010 18,362 - 28,616 - 73,988
$5482,159 $ 1,867,826 $ 1,894,393 §$1,745994 § 10,132417 § 21,122,789
$ 102,242 $§ 92,313 $ 307,774 §$ 6,438 $ 532,082 $ 1,040,849
186,551 22,491 - 22,982 75,367 307,391
2,677 - 160,000 999 125,341 289,017
501,335 15,000 741,423 23,850 157,606 1,439,214
1,734,242 798,009 305,021 522,509 2,037,507 5,397,288
2,527,047 927,813 1,514,218 576,778 2,927,903 8,473,759
28,129 18,362 - 28,616 77,132 152,239
- - - - 1,189,168 1,189,168
- 921,651 380,175 - 1,655,840 2,957,666
- - - 1,140,600 997,380 2,137,980
- - - - 592,916 592,916
- - - - 16,848 16,848
- - - - 443,543 443,543
- - - - 424,626 424,626
- - - - 50,347 50,347
- - - - 605,293 605,293
- - - - 1,182,623 1,182,623
2,926,983 - - - (31,202) 2,895,781
2,955,112 940,013 380,175 1,169,216 7,204,514 12,649,030
$5482,159 $ 1,867,826 $ 1,894,393 $1,745994 § 10,132417 § 21,122,789

The accompanying notes are an integral part of the basic financial statements.
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JO DAVIESS COUNTY, ILLINOIS
RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE
TO NET ASSETS OF GOVERNMENTAL ACTIVITIES
November 30, 2011

Total governmental fund balances $ 12,649,030

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are not
financial resources and therefore are not reported
in the funds, net of accumulated depreciation of $12,321,040 13,112,020

Other long-term assets are not available to pay for current-period
expenditures and, therefore, are deferred in the funds 1,266,264

Long-term liabilities are not due and payable in the current period
and therefore are not reported in the funds:

Capital lease obligation (6,891)
Net pension obligations (91,607)
Other post-employment benefits (43,039)
Accrued compensated absences (361,250)
Total net assets - governmental activities $ 26,524,527

The accompanying notes are an integral part of the basic financial statements.
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REVENUES
Property taxes
Intergovernmental revenue
Charges for services
Interest
Licenses and permits
Other

Total revenues

EXPENDITURES

Current:
General control and administration
Transportation
Public health and education
Public safety
Mental health
County development
Court services

Capital outlay

Debt service:
Principal
Interest

Total expenditures

Excess (deficiency) of revenues over expenditures

OTHER FINANCING SOURCES (USES)

Operating transfers in
Operating transfers out

Total other financing sources (uses)

Excess (deficiency) of revenues and other
financing sources over expenditures and other financing uses

FUND BALANCES, BEGINNING OF YEAR, AS RESTATED

FUND BALANCES, END OF YEAR

JO DAVIESS COUNTY, ILLINOIS
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
Year Ended November 30, 2011

County County Aid Public Other Total
General Highway To Bridges Health Governmental Governmental
Fund Fund Fund Fund Funds Funds

$ 1,651,994 $ 787,793 $ 301,117 $ 515817 § 1,940,327 $§ 5,197,048
2,448,701 227,986 788,059 395,623 2,843,251 6,703,620
1,078,007 - - 98,212 923,881 2,100,100
20,968 4,630 3,231 5,089 61,524 95,442
284,788 - - - 10,145 294,933
28,805 60,617 151,534 2,450 55,021 298,427
5,513,263 1,081,026 1,243,941 1,017,191 5,834,149 14,689,570
1,552,623 - - - 595,859 2,148,482
- 959,987 367,916 - 1,031,952 2,359,855
164,755 - - 965,574 692,186 1,822,515
2,903,330 - - - 138,893 3,042,223
- - - - 330,919 330,919
174,162 - - - 1,031,630 1,205,792
1,234,207 - - - 13,909 1,248,116
12,554 255,563 1,306,849 3,751 858,801 2,437,518
- - - - 9,918 9,918
- - - - 615 615
6,041,631 1,215,550 1,674,765 969,325 4,704,682 14,605,953
(528,368) (134,524) (430,824) 47,866 1,129,467 83,617
1,232,430 268,646 - 71,986 390,804 1,963,866
(160,949) (34,220) (160,000) (57,009) (1,551,688) (1,963,866)

1,071,481 234,426 (160,000) 14,977 (1,160,884) -
543,113 99,902 (590,824) 62,843 (31,417) 83,617
2,411,999 840,111 970,999 1,106,373 7,235,931 12,565,413
$ 2955112 $§ 940,013 $§ 380,175 §$ 1,169,216 § 7,204,514 $ 12,649,030

The accompanying notes are an integral part of the basic financial statements.
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JO DAVIESS COUNTY, ILLINOIS
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
Year Ended November 30, 2011

Net change in fund balances - total governmental funds $ 83,617

Amounts reported for governmental activities in the
statement of net assets are different because:

Governmental funds report capital outlays as expenditures.
However, in the Statement of Activities, the cost of those
assets is allocated over their estimated useful lives as
depreciation expense. This is the amount by which capital
outlay differed from depreciation expense in the current year.

Capital outlay 2,346,960
Depreciation expense:
General control and administration $ (77,154)
Transportation (477,215)
Public health and education (14,320)
Public safety (154,274)
County development (18,220)
Court services (24,389)
(765,572)

The net effect of various miscellaneous transactions involving capital
assets (i.e., sales, trade-ins, donations, and disposals) as to increase
(decrease) net assets:
Loss on disposal of capital assets (14,888)

Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the fund financial

statements:
Charges for services 703,058
Operating grants and contributions 60,909
Income tax (47,644)
Hotel/motel tax (33,947)
Sales tax (12,118)
Use tax 12,100
682,358
Some expenses reported in the statement of activities do not require the use
of current financial resources and, therefore, are not reported as
expenditures in governmental funds:
Change in compensated absences (14,722)
Change in net pension obligation (91,607)
Change in other postemployment benefits obligation (15,595)
Issuance of long-term liabilities provides current financial resources to
governmental funds in the period issued, but increases
long-term liabilities in the Statement of Net Assets.
Repayment of debt principal is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the
Statement of Net Assets:
Repayment of principal of long-term debt 9,918
Change in net assets of governmental activities $ 2,220,469

The accompanying notes are an integral part of the basic financial statements.
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JO DAVIESS COUNTY, ILLINOIS
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
AGENCY FUNDS
November 30, 2011

Agency
Funds
ASSETS
Cash and investments $ 1,504,795
Due from other governments 82,086
TOTAL ASSETS $ 1,586,881
LIABILITIES
Accounts payable $ 379,050
Due to individuals and private entities 1,095,751
Due to other governmental bodies 112,080
TOTAL LIABILITIES $ 1,586,881

The accompanying notes are an integral part of the basic financial statements.
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JO DAVIESS COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
November 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The County provides many functions and services to citizens, including law enforcement, health
and social services, transportation, planning and zoning and general administrative services.

Financial Reporting Entity

Accounting principles generally accepted in the United States of America require the financial
reporting entity include (1) the primary government, (2) organizations for which the primary
government is financially accountable and (3) other organizations for which the nature and
significance of their relationship with the primary government are such that exclusion would
cause the reporting entity's financial statements to be misleading or incomplete.

Jo Daviess County, lllinois is a municipal corporation governed by a County Board, which is
elected by the public and has the exclusive responsibilities and accountability for the decisions it
makes. The County has the statutory authority to adopt its own budget, to levy taxes and to
issue bonded debt without the approval of another government. It has the right to sue and be
sued, and has the right to buy, sell, lease or mortgage property in its own name. Based on these
criteria, the County is considered a primary government and there are no other organizations or
agencies whose financial statements should be combined and presented with these basic
financial statements.

Joint Ventures

The County has an intergovernmental agreement with Carroll County, lllinois regarding an entity
known as the Jo-Carroll Depot Local Redevelopment Authority (LRA). This LRA replaced an
entity previously known as the Savanna Army Depot Local Redevelopment Authority. The
former entity was charged with the authority to prepare a plan for the re-use of the Savanna
Army Depot facilities in accordance with the Base Closure Community Redevelopment
Assistance Act. The current LRA is charged with the authority to implement the re-use plan for
the Savanna Army Depot and to modify the plan as may become necessary. Both Counties are
jointly and severally liable for all liabilities, debts and obligations of any kind incurred by the LRA
if the Authority is dissolved. The agreement provides for the LRA to consent to an audit of its
funds by either County as either County may direct.
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JO DAVIESS COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
November 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Summarized modified cash basis financial information of Local Redevelopment Authority for
the year ended November 30, 2011, is presented below:

Statement of Net Assets - Modified Cash Basis as of November 30, 2011

Assets, cash and cash equivalents $ 1,596,309
Capital assets, net 1,672,309
Total assets $ 3,268,618
Current liabilities, accrued payroll taxes $ 1,922
Net Assets:
Investment in capital assets $ 1,672,309
Unreserved 1,594,387
Total net assets 3,266,696
Total liabilities and net assets $ 3,268,618

Statement of Receipts, Disbursements and Changes in Net Assets - Modified
Cash Basis for Year Ended November 30, 2011

Receipts:
Charges for services, leases $ 87,657
Other income 11,986
Investment earnings 17,720
Total revenues 117,363
Disbursements 397,369
Change in net assets (280,006)
Net assets, beginning of year 3,546,702
Net assets, end of year $ 3.266.696

Separate audited financial statements are available through the Jo-Carroll Depot Local
Redevelopment Authority offices in Savanna, lllinois.

29



JO DAVIESS COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
November 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basic Financial Statements — Government-Wide Statements

The County's basic financial statements consist of government-wide statements, including a
statement of net assets and a statement of activities, and fund financial statements which
provide a more detailed level of financial information.

The government-wide financial statements (i.e., the statement of net assets and the statement
of activities) report the overall financial activity of the County. The financial activities of the
County consist of governmental activities, which are primarily supported by taxes,
intergovernmental revenues and charges for services.

The statement of activities demonstrates the degree to which the direct expense of a given
function (i.e., general control and administration, public safety, etc.) is offset by program
revenues. Direct expenses are those that are clearly identifiable with a specific function.
Program revenues include (a) charges paid by the recipients of goods or services offered by the
programs (including fines and fees) and (b) grants and contributions that are restricted to
meeting the operational requirements of a particular program. Revenues that are not classified
as program revenues, including all taxes, are presented as general revenues.

The County does not allocate indirect costs, except depreciation.

Separate financial statements are provided for governmental funds and fiduciary (agency)
funds, even though the latter are excluded from the government-wide financial statements. The
focus of fund financial statements is on major funds, each displayed in a separate column.
Nonmaijor funds are aggregated and presented in a single column.

Basic Financial Statements — Fund Financial Statements

The accounts of the County are organized on the basis of funds, each of which is considered to
be a separate accounting entity. The operations of each fund are accounted for by providing a
separate set of self-balancing accounts which comprise its assets, liabilities, reserves, fund
balance/net assets, revenues and expenditures or expenses, as appropriate. The County has
the following fund types:

Governmental Fund types

Governmental fund types are those funds through which most governmental functions typically
are financed. Governmental fund reporting focuses on the sources, uses and balances of
current financial resources. Expendable assets are assigned to the various governmental funds
according to the purposes for which they may or must be used; current liabilities are assigned to
the fund from which they are paid; and the difference between governmental fund assets and
liabilities, the fund equity, is referred to as "fund balance." The measurement focus is upon
determination of changes in financial position, rather than upon net income determination. The
County has three governmental fund types: General Fund, Special Revenue Funds, and
Capital Projects Funds.

General Fund - This is the County's primary operating fund and it is always a major fund. It
accounts for all financial resources of the general government, except those required to be
accounted for in another fund. The services which are administered by the County and
accounted for in the General Fund include general control and administration, public health and
education, public safety, county development, and court services.
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JO DAVIESS COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
November 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Basic Financial Statements — Fund Financial Statements (Continued)
Governmental Fund types (continued)

The Contingency Fund was combined into the General Fund in fiscal year 2011 with the
implementation of GASB Statement No. 54. This fund was established to provide funds for
expenses incurred by County departments and offices that were unanticipated at the beginning
of the budget year or to provide inter-fund loans for any County fund experiencing temporary
cash flow problems. Expenditures and inter-fund loans from this fund may be made only upon
approval of the County Board. Monies expended or loaned from this fund must be replaced
during the fiscal year expended or loaned or during the subsequent fiscal year from the fund for
which the unanticipated expenditure was made. Initial funding of $50,000 for Contingency Fund
was derived from the elimination of the Indemnity Fund in 2004.

Special Revenue Funds - These funds are used to account for the proceeds of specific
revenue sources that are legally restricted or committed to expenditures for specific projects.
The major special revenue funds are:

County Highway Fund: This is used to operate the County Highway Department including, but
not limited to, salaries, supplies and purchase of machinery and equipment.

County Aid to Bridges Fund: This covers joint funding for County and township bridge projects,
culvert replacements and project design.

Public Health Fund: This fund is used for public health expenses and is supported by the public
health property tax levy and funds from various state or federal grant sources. The County has
elected to report the Public Health Fund as major for public interest purposes.

The Catastrophic Public Health Emergency Fund was combined into the Public Health Fund in
fiscal year 2011 with the implementation of GASB Statement No. 54. This fund accounts for
any Public Health epidemic or Public Health Emergency. A catastrophic public health event
could be the result of a communicable disease epidemic (Pandemic Flu or Tuberculosis,
Mumps, Pertusis, Avian Flu, West Nile or other communicable diseases). This fund would also
cover natural disasters such as flooding, tornados or terrorist initiated chemical, radiological or
biological (small pox, anthrax) threats.

The other special revenue funds of the County are considered nonmajor funds.
Capital Projects Funds - These funds are used to account for the County’s purchase or

construction of capital facilities or capital equipment. None of the County’s capital projects
funds in fiscal year 2011 are major funds.
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JO DAVIESS COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
November 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Basic Financial Statements — Fund Financial Statements (Continued)

Fiduciary Fund types

Fiduciary fund types are used to account for net assets and changes in net assets. The fiduciary
funds of the County are all considered agency funds. Agency funds are custodial in nature
(assets equal liabilities) and do not involve the measurement of the results of the operations.

Measurement Focus and Basis of Accounting

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as
revenue in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay liabilities of
the current period. For this purpose, the County considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due.

In applying the susceptible to accrual concept to intergovernmental revenues, the legal and
contractual requirements of the numerous individual programs are used as guidance. There are,
however, essentially two types of these revenues. In one, monies must be expended on the
specific purpose or project before any amounts will be paid to the County; therefore, revenues
are recognized based upon the expenditures recorded and the availability criteria. In the other,
monies are virtually unrestricted as to purpose of expenditure and are usually revocable only for
failure to comply with prescribed requirements. These resources are reflected as revenues at
the time of receipt or earlier if the susceptible to accrual criteria are met.

Licenses and permits, fines and forfeitures, charges for services, and miscellaneous revenues
are generally recorded as revenue when received in cash because they are generally not
measurable until actually received. Investment earnings are recorded as earned since they are
measurable and available.

The County's property tax is levied each year on all taxable real property located in the County
on or before November 30. Property taxes attach as an enforceable lien on property as of the
preceding January 1, at which time they are recognized. These taxes are due in two
installments in June and September of the following year. Since the 2011 tax levy is budgeted
for the fiscal year 2012, the revenue from this tax levy is deferred.
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JO DAVIESS COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
November 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Measurement Focus and Basis of Accounting (Continued)

Amounts reported as program revenues include 1) charges to customers or applicants for
goods, services or privileges provided, 2) operating grants and contributions, and 3) capital
grants and contributions. Internally dedicated resources are reported as general revenues rather
than as program revenues. Likewise, general revenues include all taxes.

Cash and Investments
Cash and investments primarily consist of deposit accounts with financial institutions.

Investments are reported at fair value. A portion of the County's investments are in the lllinois
Funds Money Market Fund, which is an external investment pool which is not SEC registered.
Fair value is based on quoted market prices. The lllinois Funds Money Market Fund is regulated
by the State Treasurer's Office. The fair value of the position in the external investment pool is
the same as the value of the shares.

Accounts Receivable

Accounts receivable results primarily from hotel/motel taxes and other miscellaneous
receivables including phone surcharges, franchise fees, and refunds, and are accounted for in
the governmental funds. All are net of an allowance for uncollectibles.

Inventories

Inventories are accounted for at cost, using the first-in, first-out method. Inventories are
accounted for under the consumption method, whereby acquisitions are recorded in inventory
accounts initially and charged as expenditures when used. Inventories consist of deed stamps,
immunizations and fuel.

Due From Other Governments

Due from other governments represent state shared revenues from the state of lllinois, grants
and reimbursements from other governments.

Capital Assets

Capital assets which include land, construction-in-progress, buildings, building improvements,
transportation equipment, equipment, including software and machinery, and roads and bridges
are reported in the governmental activities columns in the government-wide financial
statements. Capital assets are defined by the County as assets, which have an initial, individual
cost of more than $20,000 for land, buildings and infrastructure assets, and $5,000 for other
capital assets, and an estimated useful life of greater than one year. Additions or improvements
that significantly extend the useful life of an asset, or that significantly increase the capacity of
an asset are capitalized. Capital assets are recorded at historical costs if purchased or
constructed. Donated capital assets are recorded at estimated fair value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend the life of the asset are not capitalized.

Maijor outlays for capital assets and improvements are capitalized as projects are constructed.
All reported capital assets except land and construction-in-progress are depreciated.
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JO DAVIESS COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
November 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Capital Assets (Continued)

Depreciation has been provided using the straight-line method over the estimated useful lives of
the respective assets. The estimated lives for each capital asset type are as follows:

Buildings and building improvements 10 - 50 years
Transportation equipment 4 - 30 years
Equipment and machinery 3 - 30 years
Roads and bridges 40 years

The County's collection of works of art, books and other similar assets are not capitalized.
These collections are unencumbered, held for public exhibition and education, protected, cared
for and preserved and subject to County policy that requires proceeds from the sale of these
items, if any, to be used to acquire other collection items.

Compensated Absences

County employees accumulate a limited amount of earned but unused vacation and sick leave
hours for subsequent use or for payment upon termination, death or retirement. Governmental
funds report the amount of accumulated unpaid vacation and sick leave, when due, as a result
of employee retirements and resignations. The amount of liability not considered due is not
reported in the fund financial statements; however, the entire compensated absence liability is
reported in the government-wide financial statements. The liability for compensatory time off is
expected to be liquidated with current available resources and is included with accrued payroll
liabilities in the fund financial statements.

For nonunion employees, full-time employees accrue vacation time according to their years of
continuous service with the County with the hours given to the employee on their anniversary
date. Employees may carry over up to one-half of their accrued vacation from the previous year
for six months past their anniversary date for the following year.

For employees covered under the Collective Bargaining Agreement for Police Officers, vacation
allowances are earned annually based on the number of months employed with the County and
the prior year's earned hours are available for use starting December 1 the following year.
These employees also earn sick leave hours with a maximum of 1,040 hours allowed. For sick
leave hours in excess of 520 sick hours, the employee can cash in two unused sick days for one
day's pay basis. The cash in occurs during the time period of November 1 to November 15 each
year.

For employees covered under the Collective Bargaining Agreement for the Highway
Department, vacation accrues for full time employees on a pay period basis based on the years
of service with the County. These employees are allowed to carry one-half of their accrued
vacation time from the previous year for up to 12 months past their anniversary date.
Employees with more than two years seniority are also permitted to cash out up to one-half of
their annual vacation accrual once per year if the employee has not yet utilized their vacation
time.
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JO DAVIESS COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
November 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Compensated Absences (Continued)

The change in compensated absences for the year was as follows:

Amount

Due Within

Beginning Balance Additions Payments Ending Balance One Year
$ 346,528 $ 361,250 $ 346,528 $ 361,250 $ 361,250

Deferred and Unearned Revenues

Deferred revenues arise when assets are recognized before revenue recognition criteria have
been satisfied. Property taxes for which there is an enforceable legal claim as of November 30,
2011, but which were levied to finance fiscal year 2012 operations, have been recorded as
deferred revenue in governmental financial statements and as unearned revenue in the
government-wide statements. In government fund financial statements, receivables that will not
be collected within the available period have also been reported as deferred revenue.

Unearned revenues include grant awards received but unearned by either the passage of a
specified time or the fulfilment of expenditure provisions and fee revenue collected before it has
been earned.

Interfund Transactions

Transactions from County funds that would be treated as revenues and expenditures if they
involve organizations external to County government are accounted for as revenues and
expenditures in the funds involved.

Transactions which constitute reimbursements to a fund for expenditures initially made from it
which are properly applicable to another fund are recorded as expenditures in the reimbursing
fund and as reductions of expenditures in the reimbursed fund.

Transactions, which constitute the transfer of resources from a fund receiving revenues to a
fund through which revenues are to be expended, are separately reported in the respective
funds' operating statements.

Activity between funds that represents lending/borrowing arrangements at the end of the fiscal
year is referred to as "due to/from other funds."
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JO DAVIESS COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
November 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Fund Balance

Beginning with fiscal year 2011, the County implemented GASB Statement No. 54, Fund Balance
Reporting and Governmental Fund Type Definitions. This Statement provides more clearly defined
fund balance categories to make the nature and extent of the constraints placed on a government’s
fund balance more transparent. The following classifications describe the relative strength of the
spending constraints:

Nonspendable — This classification includes amounts that cannot be spent because they are
either (a) not in spendable form or (b) are legally or contractually required to be maintained
intact.

Restricted — This classification includes amounts for which constraints have been placed on
the use of the resources either (a) externally imposed by creditors (such as through a debt
covenant), grantors, contributors, or laws or regulations of other governments, or (b) imposed
by law through constitutional provisions or enabling legislation.

Committed — This classification includes amounts that can be used only for specific purposes
pursuant to constraints imposed by formal action of the Board. These amounts cannot be used
for any other purpose unless the Board removes or changes the specified use by taking the
same type of action (ordinance or resolution) that was employed when the funds were initially
committed.

Assigned — This classification includes amounts that are constrained by the County’s intent to
be used for a specific purpose but are neither restricted nor committed. This intent can be
expressed by the Board or by a County official or body to which the County Board delegates
the authority. This classification also includes the remaining positive fund balance for all
governmental funds.

Unassigned — This classification includes the residual fund balance for the General Fund and
includes negative residual fund balance of any other governmental fund that cannot be
eliminated by offsetting of Assigned fund balance amounts.

The County would typically use Restricted fund balances first, followed by Committed resources,
and then Assigned resources, as appropriate opportunities arise, but reserves the right to
selectively spend Unassigned resources first to defer the use of these other classified funds.
Beginning fund balances for the County’s governmental funds have been restated to reflect the
above classifications.

Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital
assets, net of related debt, consists of capital assets, net of accumulated depreciation, reduced
by outstanding balances of any borrowings used for the acquisition, construction or
improvement of those assets. Net assets are reported as restricted when there are limitations
imposed on their use through enabling legislation or through external restrictions imposed by
creditors, grantors, or laws or regulations of other governments.

It is the County's policy to first apply restricted resources when an expense is incurred for
purposes for which both restricted and unrestricted net assets are available.
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JO DAVIESS COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
November 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Use of Accounting Estimates

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosures of
contingent assets and liabilities at the date of the basic financial statements and the reported
amounts of revenues and expenses/expenditures during the period. Actual results could differ
from these estimates.

NOTE 2 - CASH AND INVESTMENTS

As of November 30, 2011, the County's cash and investments were as follows:

Cash and deposits with financial institutions, statement of net assets $ 9,850,900
Investments, statement of net assets 2,286,810
Cash and deposits with financial institutions, fiduciary funds 1,504,795
Total $ 13,642,505

Authorized Investments

The County's investment policy authorizes the County to invest in bonds, notes, certificates of
indebtedness, treasury bills or other securities which are guaranteed by the full faith and credit
of the United States of America as to principal and interest, in bonds, notes, debentures, or
other similar obligations of the United States of America or its agencies, in interest bearing
savings accounts, interest bearing certificates of deposit, interest bearing time deposits or any
other investments constituting direct obligations of any bank as defined by the lllinois Banking
Act.

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair
value of an investment. Generally, the longer the maturity of an investment, the greater the
sensitivity of its fair value to changes in market interest rates. The County has no specific policy
as it relates to interest rate risk. The County’s investment maturity dates range from 9 to 21
months.
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JO DAVIESS COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
November 30, 2011
NOTE 2 - CASH AND INVESTMENTS (CONTINUED)

Interest Rate Risk (Continued)

Investment Type Fair Value
Certificate of Deposit, various banks $ 1,942,494
Repurchase agreement, First Community Bank 344,148
lllinois Funds Money Market Mutual fund 168
Total $ 2,286,810
Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. This is measured by the assignment of a rating by a nationally
recognized statistical rating organization. The County holds no debt securities as of
November 30, 2011 that are subject to credit risk.

Concentration of Credit Risk

The County's investment policy is to apply the prudent-person rule. The policy also requires the
County's investments to be diversified by limiting investments to avoid over concentration in
securities from a specific issuer or business sector (excluding U.S. Treasury Securities), limiting
investments in securities that have higher credit risks, investing in securities with varying
maturities and continuously investing a portion of the portfolio in readily available funds such as
local government investment pools, money market funds or overnight repurchase agreements to
ensure that appropriate liquidity is maintained in order to meet ongoing obligations. The County
did not have any investments in any one issuer that represent 5 percent or more of total County
investments; money market mutual funds and mutual funds are excluded from this consideration
given the County doesn't "hold" the underlying investments.
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JO DAVIESS COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
November 30, 2011

NOTE 2 - CASH AND INVESTMENTS (CONTINUED)
Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository
financial institution, a government will not be able to recover its deposits or will not be able to
recover collateral securities that are in the possession of an outside party. The custodial risk for
investments is the risk that, in the event of the failure of the counterparty (e.g., broker-dealer) to
a transaction, a government will not be able to recover the value of its investment or collateral
securities that are in the possession of another party. The County's investment policy gives
discretion to the Jo Daviess County Treasurer to determine whether or not collateral will be
required of financial institutions receiving funds from the County. At all times, the Treasurer is
required to collateralize deposits in excess of 35 percent of the capital and surplus of a financial
institution. When collateral is required, 100 percent of the deposit will be required. Acceptable
collateral includes United States Government Direct Securities, obligations of federal agencies,
obligations of the state of lllinois, obligations of Jo Daviess County, obligations of municipalities
located within Jo Daviess County and acceptable collateral as identified in the lllinois Compiled
Statutes. As of November 30, 2011, the County's deposits and investments were entirely
covered by federal depository insurance or collateralized.

NOTE 3 - LOAN RECEIVABLE

The County periodically makes loans to parties, out of the Economic Development Fund, for the
purpose of job creation and/or retention.

On July 31, 2002, the County executed a loan participation agreement with the Galena State
Bank for $70,000. The proceeds of the loan were to be used to acquire and expand the Hoskins
Building Center in Elizabeth, lllinois.

Terms of the loan dated July 31, 2002 required 120 monthly payments of $728 including interest
at 4.5 percent. The loan matures July 31, 2012. The County is a 50 percent participant in the
loan and records its portion of the loan participation agreement. As of November 30, 2011, the
County's share of the loan receivable balance was $4,133, including accrued interest.

On July 17, 2006, the County executed a loan participation agreement with the Elizabeth State
Bank for a $35,000 loan the bank made to Elizabeth Nursing Home. The proceeds of the loan
were to be used to expand the Elizabeth Nursing Home in Elizabeth, lllinois.

Terms of the loan dated July 17, 2006 required 120 monthly payments of $256 including interest
at prime less 2.0 percent, or 1.25 percent as of November 30, 2011. The loan matures July 17,
2016. As of November 30, 2011, the County's loan receivable balance was $23,705.

On November 10, 2006, the County executed a loan participation agreement with the Elizabeth
State Bank for a $25,000 loan the bank made to Beeshirt, LLC.
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JO DAVIESS COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
November 30, 2011

NOTE 3 - LOAN RECEIVABLE (CONTINUED)

Terms of the loan dated November 10, 2006 required 60 monthly payments of $481 including
interest at prime less 2.0 percent, or 1.25 percent as of November 30, 2011. The loan matured
on November 10, 2011.

On November 10, 2008, the County executed a loan participation agreement with Dubuque
Bank & Trust for a $100,000 loan the bank made to Lange Real Estate Investment LLC.

Terms of the loan dated November 10, 2008 required 83 monthly payments of $1,405 including
interest at 4.75 percent. The loan matures November 10, 2015. As of November 30, 2011, the
County's loan receivable balance was $61,057.

These loan receivables have been reserved in the fund balance of the Economic Development
Investment Fund.

NOTE 4 - CAPITAL ASSETS

Balance Balance
November 30, November 30,
2010 Additions Retirements 2011
Governmental activities:
Capital assets not being depreciated:
Land $ 165150 $ 83,393 $ - $ 248,543
Construction in progress 768,140 726,250 370,845 1,123,545
Total capital assets not being
depreciated 933,290 809,643 370,845 1,372,088
Capital assets being depreciated:
Buildings and improvements 3,987,793 517,185 28,876 4,476,102
Equipment and machinery 2,766,186 192,045 137,485 2,820,746
Transportation equipment 2,591,841 229,252 156,493 2,664,600
Roads and bridges 13,164,844 969,680 35,000 14,099,524
Total capital assets being
depreciated 22,510,664 1,908,162 357,854 24,060,972
Less accumulated depreciation for:
Buildings and improvements 1,761,436 111,073 18,641 1,853,868
Equipment and machinery 2,127,126 123,906 136,521 2,114,511
Transportation equipment 1,402,943 274,110 152,804 1,624,249
Roads and bridges 6,606,929 256,483 35,000 6,828,412
Total accumulated depreciation 11,898,434 765,572 342,966 12,321,040
Total capital assets being
depreciated, net 10,612,230 1,142,590 14,888 11,739,932
Governmental activities capital
assets, net $11,545520 §$§ 1952233 § 385733 $13,112,020
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JO DAVIESS COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
November 30, 2011

NOTE 4 - CAPITAL ASSETS (CONTINUED)

Depreciation expense was charged to the governmental functions as follows:

General control and administration $ 77,154
Transportation 477,215
Public health and education 14,320
Public safety 154,274
County development 18,220
Court services 24,389
Total depreciation expense - governmental activities $ 765,572

NOTE 5 - LONG-TERM DEBT

Long-term liability balances and activity for the year ended November 30, 2011 were as follows:

Balance Balance
November 30, November 30, Due Within
2010 Issued Retired 2011 One Year
Governmental
activities:
Capital lease
obligations $ 16,809 $ - $ 9918 $ 6,891 $ 6,891
Net pension
obligations - 91,607 - 91,607 -
Other post-
employment
benefits 27,444 15,595 - 43,039 -
Total governmental
activities $ 44,253 $ 107,202 $ 9918 $ 141,537 $ 6,891

As of November 30, 2011, the County has other post-employment benefits accrued in the
amount of $43,039 (see Note 8).

As of November 30, 2011, the County has net pension obligations accrued in the amount of
$91,607 (see Note 7).

In fiscal year 2007, the County entered into a lease agreement for the purchase of a server and
software for the County Clerk and Recorder. The agreement required a $30,000 initial payment,
then monthly payments of $878, including interest and maintenance fees, through July 2012.
The net book value of these capital assets was $3,763 as of November 30, 2011.

A schedule of annual principal and interest payments under this agreement as of the end of the
year is as follows:

Year ending November 30 Principal Interest Total
2012 $ 6891 $ 130 $ 7,021
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JO DAVIESS COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
November 30, 2011

NOTE 5 - LONG-TERM DEBT (CONTINUED)

The following schedule illustrates the legal debt margin of the County as of November 30, 2011:

Assessed valuation - 2010 $ 791,439,763
Statutory debt limitation (2.875% of assessed valuation) $ 22,753,893
Total debt:

Capital lease obligations 6,891
Legal debt margin $ 22,747,002

NOTE 6 - DEFERRED COMPENSATION PLAN

The County offers its employees a deferred compensation plan created in accordance with
Internal Revenue Code Section (IRC) 457. The plan, available to all eligible County employees,
permits them to defer a portion of their current salary until future years. The deferred
compensation is not available to employees until termination, retirement, death or
unforeseeable emergency. The plan has been amended to comply with IRC Section 457(g)
which allowed for the plan to hold its assets in trust. Under this requirement, the County does
not own the amount deferred by employees and, therefore, the asset and liability are not
reflected in the financial statements.

NOTE 7 - PENSION AND RETIREMENT SYSTEMS
lllinois Municipal Retirement Fund

Plan Description

The County's defined benefit pension plan for Regular employees provides retirement, disability
benefits, post retirement increases and death benefits to plan members and beneficiaries. The
County's plan is affiliated with the lllinois Municipal Retirement Fund (IMRF), an agent multiple-
employer plan. Benefit provisions are established by statute and may only be changed by the
General Assembly of the State of lllinois. IMRF issues a publicly available financial report that
includes financial statements and required supplementary information. That report may be
obtained on-line at www.imrf.orq.

Funding Policy

As set by statute, plan members are required to contribute 4.50 percent of their annual covered
salary. The statute requires the County to contribute the amount necessary, in addition to
member contributions, to finance the retirement coverage of its own employees. The employer
contribution rate for calendar year 2010 was 9.59 percent of annual covered payroll. The
employer annual required contribution rate for calendar year 2010 was 11.19 percent. The
County also contributes for disability benefits, death benefits and supplemental retirement
benefits, all of which are pooled at the IMRF level. Contribution rates for disability and death
benefits are set by the IMRF Board of Trustees, while the supplemental retirement benefits rate
is set by statute.
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NOTE 7 - PENSION AND RETIREMENT SYSTEMS (CONTINUED)

lllinois Municipal Retirement Fund (Continued)

Annual Pension Cost

For calendar year ending December 31, 2010, the employer’s actual contributions for pension

cost for the Regular employees were $318,751. lIts required contribution for calendar year 2010
was $371,932.

Three-Year Trend Information

Calendar Year Annual Pension Percentage of Net Pension
Ending Cost (APC) APC Contributed Obligation
December 31, 2010 $ 371,932 86% $ 53,181
December 31, 2009 280,603 100% -
December 31, 2008 273,181 100% -

The required contribution was determined as part of the December 31, 2008 actuarial valuation
using the entry age normal actuarial cost method. The actuarial assumptions at December 31,
2008, included (a) 7.50 percent investment rate of return (net of administrative and direct
investment expenses), (b) projected salary increases of 4.00 percent a year, attributable to
inflation, (c) additional projected salary increases ranging from 0.40 percent to 10.00 percent
per year depending on age and service, attributable to seniority/merit and (d) postretirement
benefit increases of 3.00 percent annually. The actuarial value of IMRF assets was determined
using techniques that spread the effects of short-term volatility in the market value of
investments over a five-year period with a 20.00 percent corridor between the actuarial and
market value of assets. The County's Regular plan's unfunded actuarial accrued liability at
December 31, 2008 is being amortized as a level percentage of projected payroll on an open
30-year basis.

Funded Status and Funding Progress

As of December 31, 2010, the most recent actuarial valuation date, the Regular plan was 76.65
percent funded. The actuarial accrued liability for benefits was $8,943,592 and the actuarial
value of assets was $6,855,498, resulting in an underfunded actuarial accrued liability (UAAL) of
$2,088,094. The covered payroll for calendar year 2010 (annual payroll of active employees
covered by the plan) was $3,323,787 and the ratio of the UAAL to the covered payroll was 63
percent.

The schedule of funding progress, present as RSI following the notes to the financial
statements, presents multiyear trend information about whether the actuarial value of plan
assets is increasing or decreasing over time relative to the actuarial accrued liability for benefits.
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NOTE 7 - PENSION AND RETIREMENT SYSTEMS (CONTINUED)

Sheriff's Law Enforcement Personnel (SLEP) Plan

Plan Description

The County's defined benefit pension plan for Sheriffs Law Enforcement Personnel employees
provides retirement and disability benefits, post retirement increases and death benefits to plan
members and beneficiaries. The plan is affiliated with IMRF, an agent multiple-employer plan.
Benefit provisions are established by statute and may only be changed by the General
Assembly of the State of lllinois. IMRF issues a publicly available financial report that includes
financial statements and required supplementary information. That report may be obtained on-

line at www.imrf.orq.

Funding Policy

As set by statute, SLEP plan members are required to contribute 7.50 percent of their annual
covered salary. The statute requires the County to contribute the amount necessary, in addition
to member contributions, to finance the retirement coverage of its own employees. The
employer contribution rate for calendar year 2010 was 14.78 percent of annual covered payroll.
The employer annual required contribution rate for calendar year 2010 was 17.04 percent. The
County also contributes for disability benefits, death benefits and supplemental retirement
benefits, all of which are pooled at the IMRF level. Contribution rates for disability and death
benefits are set by the IMRF Board of Trustees, while the supplemental retirement benefits rate
is set by statute.

Annual Pension Cost

For calendar year ending December 31, 2010, the employer’s actual contributions for pension
cost for the Sheriff's Law Enforcement Personnel were $251,301. Its required contribution for
calendar year 2010 was $289,727.

Three-Year Trend Information

Calendar Year Annual Pension Percentage of Net Pension
Ending Cost (APC) APC Contributed Obligation
December 31, 2010 $ 289,727 87% $ 38,426
December 31, 2009 202,633 100% -
December 31, 2008 204,897 100% -

The required contribution for 2010 was determined as part of the December 31, 2008, actuarial
valuation using the entry age normal actuarial cost method. The actuarial assumptions at
December 31, 2008, included (a) 7.50 percent investment rate of return (net of administrative
and direct investment expenses), (b) projected salary increases of 4.00 percent a year,
attributable to inflation, (c) additional projected salary increases ranging from 0.40 percent to
10.00 percent per year depending on age and service, attributable to seniority/merit, and (d)
post retirement benefit increases of 3.00 percent annually. The actuarial value of your employer
Sheriff's Law Enforcement Personnel plan assets was determined using techniques that spread
the effects of short-term volatility in the market value of investments over a five-year period with
a 20.00 percent corridor between the actuarial and market value of assets. The employer
Sheriffs Law Enforcement Personnel plan’s unfunded actuarial accrued liability at
December 31, 2008 is being amortized as a level percentage of projected payroll on an open
30-year basis.
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NOTE 7 - PENSION AND RETIREMENT SYSTEMS (CONTINUED)

Sheriff's Law Enforcement Personnel (SLEP) Plan (Continued)

Funded Status and Funding Progress

As of December 31, 2010, the most recent actuarial valuation date, the Sheriffs Law
Enforcement Personnel plan was 76.29 percent funded. The actuarial accrued liability for
benefits was $7,255,276 and the actuarial value of assets was $5,534,750, resulting in an
underfunded actuarial accrued liability (UAAL) of $1,720,526. The covered payroll for calendar
year 2010 (annual payroll of active employees covered by the plan) was $1,700,278 and the
ratio of the UAAL to the covered payroll was 101 percent.

The schedule of funding progress, presented as required supplementary information (RSI)
following the notes to the financial statements, presents multiyear trend information about
whether the actuarial value of plan assets is increasing or decreasing over time relative to the
actuarial accrued liability for benefits.

NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS

Plan Description

The County sponsors a single-employer health care plan that provides medical and prescription
drug benefits to all active and retired employees and their eligible dependents. Sheriff's Law
Enforcement Personnel must be a minimum of age 50 with 20 or more years of service to be
eligible for retiree benefits. All other employees must be a minimum of age 55 with eight or more
years of service to be eligible for retiree benefits. The plan does not issue a stand-alone
financial report.

Membership

At December 31, 2010, membership consisted of:

Retirees and beneficiaries currently receiving benefits 5
Terminated employees entitled to benefits but not yet receiving them -

Active employees 94
Total 99
Participating employers 1

Funding Policy

The health insurance plan contributions on behalf of employees are negotiated by management
and the union and governed by the County's union contracts. Retirees pay the full premium. The
current funding policy of the County is to pay health claims as they occur.

The required contribution is based on projected pay-as-you-go financing. For fiscal year 2011,
the County contributed $12,472. Retiree and active members receiving benefits have required
monthly contributions of $475 for single coverage, $1,165 for family coverage and $437 for
single - Medicare Primary coverage.
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NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)
Annual OPEB Cost and Net OPEB Obligation

The County's annual other postemployment benefit (OPEB) cost (expense) is calculated based
on the annual required contribution (ARC) of the employer, an amount actuarially determined in
accordance to the parameters of GASB Statement No. 45. The ARC represents a level of
funding that, if paid on an ongoing basis, is projected to cover the normal cost each year and
amortize any unfunded actuarial liabilities over a period not to exceed 30 years. The following
table shows the components of the County's annual OPEB cost for the year, the amount
actuarially contributed to the plan and changes in the County's annual OPEB obligation:

Annual required contribution/OPEB cost $ 28,556
Interest on net OPEB obligation 1,098
Adjustment to annual required contribution (1,587)

Annual OPEB cost (expense) 28,067
Contributions and payments made 12,472

Increase in net OPEB obligation 15,595
Net OPEB obligation, beginning of year 27,444
Net OPEB obligation, end of year $ 43,039

The County's annual OPEB cost, the percent of annual OPEB cost contributed to the plan and
to the net OPEB obligations for 2011 and the two preceding years follows. Fiscal year ended
November 30, 2009 was the adoption year of GASB Statement No. 45.

Three-Year Trend Information

Percentage of

Fiscal Year Annual OPEB Annual OPEB Net OPEB

Ending Cost Cost Contributed Obligation
November 30, 2011 $ 28,067 44 .44% $ 43,039
November 30, 2010 23,899 38.53% 27,444
November 30, 2009 23,814 46.44% 12,754

Funded Status and Funding Progress

As of December 1, 2010, the most recent valuation date, the plan was not funded. The
actuarial accrued liability for benefits was $254,497 and the actuarial value of assets is none
resulting in an unfunded actuarial accrued liability (UAAL) of $254,497. The covered payroll
(annual payroll of active employees covered by the plan) was $5,188,438 and the ratio of the
UAAL to the covered payroll was 4.91 percent.
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NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)
Funded Status and Funding Progress (Continued)

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality and the health care cost trend. Amounts
determined regarding the funded status of the plan and annual required contributions of the
employer are subject to continual revision as actual results are compared with past expectations
and new estimates are made about the future. The schedule of funding progress, presented as
required supplementary information following the notes to the financial statements, presents the
three-year trend information.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the
plan as understood by the employer and the plan members) and included in the types of
benefits provided at the time of each valuation and the historical pattern of sharing of benefit
costs between the employer and plan members to that point. The actuarial methods and
assumptions used include techniques that are designed to reduce the effects of short-term
volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-
term perspective of the calculations.

In the December 1, 2010 actuarial valuation, projected unit credit method was used. The
actuarial assumptions included a 4 percent discount rate and health care cost trend rate of 8.62
percent initially, grading down to 5 percent in 10 years. The UAAL is being amortized as a level
dollar amount on a closed basis. The amortization of UAAL is done over a period of 30 years.

NOTE 9 - INTERFUND RECEIVABLE AND PAYABLE
Interfund balances at November 30, 2011, consisted of the following:

Due To Due From
Major funds:
General Fund $ 2,677 $ 117,340
Special revenue funds:

County Highway Fund - 160,000

County Aid to Bridges Fund 160,000 -

Public Health Fund 999 -
Nonmajor Governmental Funds 125,341 11,677
Total $ 289,017 $ 289,017

Interfund balances result from the time lag between dates that (1) interfund goods and
services are provided or reimbursable expenditures occur, (2) transactions are recorded in the
accounting system and (3) payments between funds are made.
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NOTE 9 - INTERFUND RECEIVABLE AND PAYABLE (CONTINUED)

Interfund transfers during the year ended November 30, 2011, were as follows:

Transfers In Transfers Out
Maijor funds:
General Fund $ 1,232,430 $ 160,949
Special revenue funds:
County Highway Fund 268,646 34,220
County Aid to Bridges Fund - 160,000
Public Health Fund 71,986 57,009
Nonmajor Governmental Funds 390,804 1,551,688
Total operating transfers $ 1,963,866 $ 1,963,866

Transfers are used to (1) move revenues from the fund that statute or budget requires to collect
them to the fund that statute or budget requires to expend them or (2) use unrestricted revenues
collected in the General Fund to finance various programs accounted for in other funds in
accordance with budgetary authorizations.

NOTE 10 - RISK MANAGEMENT

The County is exposed to various risks of loss related to torts, theft of, damage to and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. In
order to protect against such risks of loss, the County purchases commercial insurance
coverage through lllinois Counties Risk Management Trust Insurance Program. The deductible
in effect through these policies as of November 30, 2011 was $5,000. During the year ended
November 30, 2011, there were no significant reductions in coverage. Settled claims have not
exceeded the excess commercial coverage in any of the past three years.

NOTE 11 - REGIONAL SUPERINTENDENT OF SCHOOLS TRUST FUND

During August 1979, Jo Daviess and Carroll County combined their Superintendent of Schools
into one office. A trust fund was established which pays the expenses of the Superintendent of
Schools. Effective August 7, 1995, the Regional Superintendent's office was expanded to
include Stephenson County. The office was moved to Stockton, lllinois. Jo Daviess, Stephenson
and Carroll Counties reimburse this trust fund on the basis of assessed valuation. This trust is
not administered by Jo Daviess County and is not included in the basic financial statements.
The County made $54,841 in payments to the trust during the year ended November 30, 2011.
The financial information is available by contacting Aaron Mercier at Regional Superintendent of
Schools Trust Fund, 500 N. Rush Street, Stockton, lllinois 61085.
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NOTE 12 - RESTATEMENT OF FUND BALANCE

The County adopted an accounting standard to conform with generally accepted accounting
principles. As reflected in Note 1, the statement adopted requiring restatement of fund balance
was Governmental Accounting Standards Board (GASB) Statement 54. With the
implementation of the new GASB pronouncement, the Contingency Fund was combined with
the General Fund and the Catastrophic Public Health Emergency Fund was combined with the
Public Health Fund in the fund financial statements.

Accordingly, the County’s fund balance as of November 30, 2011 has been restated as follows:

General Fund

Fund balance, December 1, 2010, as previously reported $ 2,274,280
Adjustment to reflect implementation of GASB Pronouncement 137,719
Fund balance, December 1, 2010, as restated $ 2411,999
Public Health Fund
Fund balance, December 1, 2010, as previously reported $ 901,245
Adjustment to reflect implementation of GASB Pronouncement 205,128
Fund balance, December 1, 2010, as restated $ 1,106,373

Additionally, with the adoption of the new GASB pronouncement, the County reclassified the
following funds from Special Revenue Funds to Capital Project Funds: Public Health Capital
Investment Fund, Tourism Capital Development Fund, County Capital Improvements Fund,
County Capital Equipment Fund, Home Health Care Capital Equipment Fund, and GIS Capital
Equipment and Investments Fund.
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NOTE 13 - GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB) STATEMENTS

The County adopted the following Governmental Accounting Standards Board (GASB)
statements during the year ended November 30, 2011:

e GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions. This Statement is intended to improve the usefulness of information provided
to financial report users about fund balances by providing clearer, more structured fund
balance classifications, and by clarifying the definitions of existing governmental fund
types. Fund balance information is among the most widely and frequently used
information in state and local government financial reports. The GASB developed this
standard to address the diversity of practice and the resulting lack of consistency that
had evolved in fund balance reporting. To reduce confusion, the new standard
establishes a hierarchy of fund balance classification based primarily on the extent to
which a government is bound to observe spending constraints. See note 12 for effect on
the County in the current year.

o GASB Statement No. 57, OPEB Measurements by Agent Employers and Agent Multiple-
Employer Plans, an amendment of GASB Statement No. 43 and No. 45. This Statement
addresses issues related to measurement of OPEB obligations by certain employers
participating in agent multiple-employer OPEB plans. This statement had no effect on
the County in the current year.

e GASB Statement No. 59, Financial Instruments Omnibus. This Statement is intended to
update and improve existing standards regarding financial reporting of certain financial
instruments and external investment pools. Specifically, this Statement provides financial
reporting guidance by emphasizing the applicability of SEC requirements to certain
external investment pools, addressing the applicability of GASB 53, Accounting and
Financial Reporting for Derivative Instruments, and applying the reporting provisions for
interest-earning investment contracts of GASB 31, Accounting and Financial Reporting
for Certain Investments and for External Investment Pools. This statement had no effect
on the County in the current year.

The GASB has issued several statements not yet implemented by the County. The Statements
which might impact the County are as follows:

e GASB Statement No. 60, Accounting and Financial Reporting for Service Concession
Arrangements, issued November 2010, will be effective for the County beginning with its
year ending November 30, 2013. This Statement is intended to improve financial
reporting by addressing issues related to service concession arrangements (SCAs),
which are a type of public-private or public-public partnership. Specifically, this
Statement improves financial reporting by establishing recognition, measurement, and
disclosure requirements SCAs for both transferors and governmental operators,
requiring governments to account for and report SCAs in the same manner, which
improves the comparability of financial statements. This Statement also improves the
decision usefulness of financial reporting by requiring that specific relevant disclosures
be made by transferors and governmental operators about SCAs.
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NOTE 13 - GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB) STATEMENTS

(CONTINUED)

GASB Statement No. 61, The Financial Reporting Entity: Omnibus an amendment of
GASB Statements No. 14 and No. 34, issued November 2010, will be effective for the
County beginning with its year ending November 30, 2013. This Statement is intended to
improve financial reporting for a governmental financial reporting entity by improving
guidance for including, presenting, and disclosing information about component units
and equity interest transactions of a financial reporting entity. The amendments to the
criteria for including component units allow users of financial statements to better assess
the accountability of elected officials by ensuring that the financial reporting entity
includes only organizations for which the elected officials are financially accountable or
that are determined by the government to be misleading to exclude. The amendments to
the criteria for blending also improve the focus of a financial reporting entity on the
primary government by ensuring that the primary government includes only those
component units that are so intertwined with the primary government that they are
essentially the same as the primary government, and by clarifying which component
units have that characteristic.

GASB Statement No. 62, Codification of Accounting and Financial Reporting Guidance
Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, issued
January 2011, will be effective for the County beginning with its year ending
November 30, 2013. This Statement is intended to enhance the usefulness of the
Codification of Governmental Accounting and Financial Reporting Standards by
incorporating guidance that previously could only be found in certain FASB and AICPA
pronouncements. This Statement incorporates into the GASB's authoritative literature
the applicable guidance previously presented in the following pronouncements issued
before November 30, 1989: FASB Statements and Interpretations, Accounting Principles
Board Opinions, and Accounting Research Bulletins of the AICPA's Committee on
Accounting Procedure. By incorporating and maintaining this guidance in a single
source, the GASB believes that GASB 62 reduces the complexity of locating and using
authoritative literature needed to prepare state and local government financial reports.

GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources,
Deferred Inflows of Resources, and Net Position, issued June 2011, will be effective for
the County beginning with its year ending November 30, 2013. This Statement provides
financial reporting guidance for deferred outflows of resources and deferred inflows of
resources. Concepts Statement No. 4, Elements of Financial Statements, introduced
and defined those elements as a consumption of net assets by the government that is
applicable to a future reporting period, and an acquisition of net assets by the
government that is applicable to a future reporting period, respectively. Previous
financial reporting standards do not include guidance for reporting those financial
statement elements, which are distinct from assets and liabilities.
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NOTE 13 - GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB) STATEMENTS

(CONTINUED)

o GASB Statement No. 64, Derivative Instruments: Application of Hedge Accounting
Termination Provisions — an amendment of GASB Statement No. 53, issued June 2011,
will be effective for the County beginning with its year ending November 30, 2013. The
objective of this Statement is to clarify whether an effective hedging relationship
continues after the replacement of a swap counterparty or a swap counterparty’s credit
support provider. This Statement sets forth criteria that establish when the effective
hedging relationship continues and hedge accounting should continue to be applied.

The County's management has not yet determined the effect these Statements will have on the

County's financial statements.

NOTE 14 - COMMITMENTS

The County has financial commitments relating to various bridge projects, culvert projects and a
radio communication upgrade that are estimated to be approximately $537,000.

NOTE 15 - MINIMUM YEAR-END FUND BALANCE POLICIES

The County has adopted minimum year-end fund balance policies for fiscal year 2011 as

follows:

Fund Name Amount
General Fund $ 1,590,000
Highway Fund 476,000
Public Health Fund 543,000
Home Health Care Fund 160,000
Tourism Promotion Fund 300,000
GIS Automation Fund 50,000
Social Security Tax Fund 173,147
Illinois Municipal

Retirement Fund 282,238
Insurance Fund 409,680

Policy

Estimated three months of operating expenses
Estimated four months of operating revenue
Estimated six months of operating expenses
Estimated three months of operating expenses
Estimated three to four months of operating expenses
Estimated three months of operating expenses

60% of the total budgeted expenses for the period

60% of the total budgeted expenses for the period
110% of the previous year’s budgeted expenses

The minimum year-end fund balances are included in the restricted fund balance category in the
fund financial statements for all Special Revenue funds. The minimum year-end fund balance
for the General Fund is included in the unassigned category in accordance with GASB 54.
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NOTE 16 - SUBSEQUENT EVENTS

On January 3, 2012, the County entered into an Installment Contract with a bank in the amount
of $1,000,000 for the purchase of public safety radio communications equipment and the
construction of improvements to the public safety radio communications system. The
agreement calls for semi-annual principal and interest payments payable on May 30 and
November 30, commencing on May 30, 2012 and ending November 30, 2021. Interest is to be
paid on any unpaid principal installments at a rate of 2.99% per annum.

This information is an integral part of the accompanying basic financial statements.
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JO DAVIESS COUNTY, ILLINOIS

ILLINOIS MUNICIPAL RETIREMENT FUND AND OTHER POST-EMPLOYMENT BENEFITS

SCHEDULE OF FUNDING PROGRESS
November 30, 2011

Actuarial Unfunded
Accrued (Over-
Fair Value Liability funded)
Actuarial of Net (AAL)- AAL Funded Covered
Valuation Assets Entry Age (UAAL) Ratio Payroll
Date a (2) (2-1) 1/2 Q)

lllinois Municipal Retirement Fund

12/31/2010 $ 6,855,498 § 8,943,592 $ 2,088,094 76.65% $ 3,323,787
12/31/2009 6,361,911 8,157,433 1,795,522 77.99% 3,217,924
12/31/2008 5,913,025 7,480,833 1,567,808 79.04% 3,140,007
12/31/2007 7,867,783 8,032,236 164,453 97.95% 3,089,314
12/31/2006 7,397,132 7,553,293 156,161 97.93% 2,974,943
12/31/2005 6,746,262 6,837,049 90,787 98.67% 2,837,437

On a market value basis, the actuarial value of assets as of December 31, 2010 is $7,357,492.
On a market basis, the funded ratio would be 82.27%.

Sheriff's Law Enforcement Personnel Plan

12/31/2010 $ 5,534,750 $ 7,255276 $ 1,720,526 76.29% $ 1,700,278
12/31/2009 5,028,261 6,181,906 1,153,645 81.34% 1,542,105
12/31/2008 4,526,754 5,661,448 1,134,694 79.96% 1,629,086
12/31/2007 5,071,931 5,231,729 159,798 96.95% 1,441,501
12/31/2006 4,419,368 4,609,974 190,606 95.87% 1,318,259
12/31/2005 4,573,714 4,437,571 (136,143) 103.07% 1,286,855

On a market value basis, the actuarial value of assets as of December 31, 2010 is $5,836,539.
On a market basis, the funded ratio would be 80.45%.

Other 