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Village of Mount Prospect

May 12, 2014 50 South Emerson Street, Mount Prospect, Illinois 60056

The Honorable Arlene A. Juracek, Village President
Members of the Board of Trustees

Village Manager Michael E. Janonis, and

Citizens of the Village of Mount Prospect, Illinois

The Comprehensive Annual Financial Report of the Village of Mount Prospect, Illinois for the fiscal year ended
December 31, 2013 is submitted herewith. The report consists of management’s representations concerning the
finances of the Village of Mount Prospect. Also included in the report are the finances of the Mount Prospect Public
Library, a component unit of the Village. Responsibility for both the accuracy of the data and the completeness and
fairness of the presentation, including all disclosures, rests with the Village.

To provide a reasonable basis for making these representations, management of the Village has established a
comprehensive internal control framework that is designed both to protect the government’s assets from loss, theft
or misuse and to compile sufficient reliable information for the preparation of the Village of Mount Prospect’s
financial statements in conformity with Generally Accepted Accounting Principles (GAAP). Because the cost of
internal controls should not outweigh their benefits, the Village’s comprehensive framework on internal controls has
been designed to provide reasonable rather than absolute assurance that the financial statements will be free from
material misstatement. The Village has implemented GASB Statement No. 34, Basic Financial Statements — and
Management Discussion and Analysis - for state and local governments, including infrastructure reporting. As
management, we assert that, to the best of our knowledge and belief, this financial report is complete and reliable in
all material respects.

The Village’s financial statements have been audited by Lauterbach and Amen LLP, a firm of licensed certified
public accountants. The goal of the independent audit is to provide reasonabie assurance that the financial
statements of the Village of Mount Prospect for the year ended December 31, 2013, are free from material
misstatement. The independent audit involved examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements; assessing the accounting principles used and significant estimates made by
management; and evaluating the overall financial statement presentation. The independent auditor concluded based
upon their audit that there was a reasonable basis for rendering an unqualified opinion that the Village’s financial
statements for the fiscal year ended December 31, 2013 are fairly presented in conformity with GAAP. The
independent auditor’s report is presented as the first component of the financial section of this report.

GAARP require that management provide a narrative introduction, overview and analysis to accompany the basic
financial statements in the form of Management’s Discussion and Analysis (MD&A). This letter of transmittal is
designed to complement the MD&A and should be read in conjunction with it. The Village’s MD&A can be found
immediately following the report of the independent auditors.

il



Profile of the Village of Mount Prospect

The Village of Mount Prospect, a home rule community as defined by the Illinois Constitution, was incorporated
February 3, 1917 and is located 22 miles northwest from downtown Chicago in Cook County. The Village currently
has land area of 10.3 square miles and a population of 54,167.

The Village operates under the Council/Manager form of government. Policymaking and legislative authority are
vested in the Village Board, which consists of a Mayor and six-member Board of Trustees. The Village Board is
responsible for, among other things, passing ordinances, adopting the budget, appointing committee members and
hiring the Village Manager and Village Attorney. The Village Manager is responsible for carrying out the policies
and ordinances of the Village Board, for overseeing the day-to-day operations of the Village, and for appointing the
heads of the Village’s departments. The Board is elected on a non-partisan basis. Board members are elected to
four-year staggered terms with three Board members elected every two years. The Mayor is elected to a four-year
term. The Mayor and Village Trustees are elected at large. The Village provides a full range of services including
police, fire, public works (including water and sewer), human services, finance, community development and
television services.

The annual budget serves as the foundation for the Village’s financial planning and control. All departments of the
Village are required to submit their budget requests to the Finance Director by mid-August each year. Revenue
estimates are completed by the Finance Department in preparation for departmental budget reviews with the Village
Manager and Finance Director in early September. Initial budget requests are compiled by the end of September. A
proposed budget is prepared and delivered to the Village Board and Finance Commission in early October. The
proposed budget is also made available for public inspection in the Village Clerk’s Office, on the village website
and at the Mount Prospect Public Library. A series of meetings are held with the Finance Commission along with
hearings before the Village Board at two (2) Committee of the Whole meetings in late October and early November.
The Village Board is required to hold a public hearing on the proposed budget and to adopt a final budget no later
than December 31st of each year, the close of the Village's previous budget year. The budget is prepared by fund
and by department. Budget amendments require approval of the Village Board. Budget-to-actual comparisons are
provided for each individual governmental fund for which an appropriated annual budget has been adopted. For the
General Corporate Fund and major special revenue funds, this comparison is presented in the required
supplementary information. For governmental funds, other than the General Corporate Fund, with appropriated
annual budgets, this comparison is presented in the non-major governmental fund subsection of this report.

Major Initiatives

The Village staff, following directives of the Village Board and the Village Manager, has been involved in a variety
of projects throughout the year; projects which reflect the Village’s commitment to ensuring that its citizens are able
to live and work in an enviable environment. Also included in this section are any other major activities of note that
occurred during the year. The most significant of these projects and activities are discussed below:

e The Village’s STREET IMPROVEMENT PROGRAM saw approximately six miles of local streets
resurfaced at a cost of $490,000 per mile. It should be noted that due to dwindling revenues we
currently have a 13.3 mile backlog of streets in need of resurfacing at an estimated cost of $7 million.
During the budget process for 2014, the Village Board approved a street funding plan developed by
the Finance Commission to address the resurfacing backlog and provide sufficient funding of the
annual street program. Funding in 2014 will come from a $0.02 increase in the local motor fuel tax
and reallocation of vehicle sticker revenue ($1.3 million) made possible by an increase in the direct
charge for refuse collection, and reserves in the Street and Refuse Funds.

=  Another road construction project completed was the Kensington Road Reconstruction Project. The
improvements included: complete removal of the existing pavement and reconstruction of the roadway,
installation of curb and gutter, construction of a continuous center left turn lane, elimination of roadside
ditches by constructing storm sewers, sidewalk installation along the north side of the right-of-way,
continuous street lighting, and addition of a right turn lane from eastbound Kensington to Elmhurst Road.
A right turn lane was also added from westbound Kensington to Rand Road. The total project cost was
$3,300,000, utilizing federal and state funding with a Village cost of $190,000. Following completion of
the project, the jurisdiction of the roadway will transfer from IDOT to the Village of Mount Prospect.
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The Village completed the first year of an eight year program to rehabilitate each of the eight sanitary
sewer relief stations located along Weller Creek. The relief stations are used to provide relief to the Village
sanitary sewer system when MDRWGC interceptor sewers become surcharged. In 2013, George Street
North relief station was replaced with a new pump station including the installation of new pumps, guide
rails and controllers, along with all associated wiring and other electrical control equipment. The total
project cost is projected to be approximately $180,000.

2013 saw the completion of the ninth year of a 10-year commitment to rehabilitate approximately 260,000
LF of COMBINED SEWER MAINS ranging in size from 8” to 72” diameter. As part of this year’s effort,
over 5,900 linear feet of combination sewer were repaired using the cured-in-place (CIPP) lining
process. In addition, approximately 303 linear feet of severely failed (Category 3) combination sewer pipe
was excavated and replaced. In total, during the first nine years of this program 76,891 linear of feet of
pipe has been lined and 1,460 linear feet of pipe has been replaced. One hundred percent of all Category 4
and 5 defects and 30% of category 3 defects have been repaired to date. Total water and sewer funds
expended during 2013 are projected to be approximately $765,000.

The Village began addressing FLOOD CONTROL through a $10 million bond sale to fund public flood
control improvements that were identified by a comprehensive flood study that grew out of the 2011
flooding events. This bond sale did not add any additional tax burden to the residents since the new bonds
replaced debt supported with existing revenues.

2013 was another devastating year for the Village’s URBAN FOREST. A myriad of threats continued to
converge during the year resulting in a dramatic number of parkway tree removals. During the year, 1,077
Village-owned trees were lost to Dutch Elm Disease, Elm Yellows, Emerald Ash Borer, other diseases, and
natural decline. Historically, only about 400 trees are lost in a typical year. Through efficient utilization of
resources and tight fiscal management, the Village has been able to keep pace with the increased volume of
removals. In addition, due to the availability of Village funds and low market prices, the Village was able
to plant 995 replacement trees — one of our largest plantings ever.

In addition to fighting the advancement of EAB, the Village was hit by a severe thunderstorm on the
evening of July 19. The storm featured winds in excess of 55 mph resulting in the damage of 592 Village-
owned trees; 35 requiring complete removal. Public Works crews spent a week of 12-hour days clearing
debris and performing house-to-house collection of limbs and brush in the wake of the storm.

The Forestry division updated the Village’s Urban Forest Management Plan. In 2012 the Village was
awarded grant funding to update the Village’s 1993 Urban Forest Management Plan. Consultants from
Urban Forestry LLC worked with staff to develop the new plan. The plan examines the past, present and
future of the Village’s urban forest management activities. In addition, the plan details the current
condition of the Village’s urban forest and identifies challenges expected in the future.

Severe weather did once again visit the Village by way of record setting flood events that occurred between
April 17 and 23. During the early morning hours of April 17 and 18, the Village received approximately
5.55” of rain in a five hour window combined with significant rainfall in southern Wisconsin resulting in
the record crest of the Des Plaines River at 10.92 feet on April 19. Public Works crews, with only a few
hours’ notice, worked through the early morning hours of April 18 to construct a 600 foot temporary
floodwall to hold back the rising waters of the Des Plaines River. Public Works’ efforts were successful in
preventing catastrophic flooding in the New Town Subdivision (Northeast portion of Mount Prospect). In
addition to the river flooding the rain caused a number of State and local roads to be impassable for several
hours. Fortunately, by the end of the day the sewer system was able to recover and most flood waters had
subsided. Nonetheless, over 160 homes and businesses reported flooding on April 18. The total estimated
cost of the flood was $181,924. No Federal assistance was received.

The FIRE DEPARTMENT saw significant staffing changes in 2013 with the retirement of the Deputy
Chief, the succession plan worked seamlessly with the internal promotion of a new Deputy Chief and a new
Battalion Chief. The department also conducted a Lieutenant promotional exam to establish an eligibility
list, replaced office furniture in the fire administration offices, and instituted a new web based roster
program. The fire prevention bureau received a Federal Emergency Management Agency (FEMA), Fire
Prevention and Safety Grant, for $29,425. The grant will provide free smoke alarms for seniors, 65 and
older, in over 350 homes.



*  Onthe ECONOMIC DEVELOPMENT front, activity is starting to pick up. Randhurst is completed and is
actively leasing. Among the increased leasing activity at Randhurst include the restaurant’s Black Finn,
E&O, and Panera coming on line this year. Other significant developments include: Caremark
occupied/opened a 180,000 square foot distribution facility on the south end of the Village, Aldi’s
relocations and expansion, Ross Dress for Less, LA Fitness all opened at the Mount Prospect Plaza, Fresh
Thyme grocery is taking over the former Sport Authority location filling a vacant big box location and the
opening of Chick-Fil-A across from Randhurst.

= The COMMUNITY CONNECTION CENTER (CCC) celebrated its 4th anniversary in August 2013. First
opened in August 2009, the CCC is a collaborative effort by the Village (Human Services and Police), the
Mount Prospect Public Library and a number of education and social services agencies to bring much
needed social, educational and cultural services to an area of town with a high concentration of
low/moderate income families and many recent immigrants. Since its opening, requests for assistance from
constituents has been in the high six figures. The Human Services and Police Departments have worked
diligently in the last year to enhance their partnership. Patrol Officers continue to make referrals through
the Community Connection Center to the Human Services police social worker with the goal of preventing
future criminal activity.

* The POLICE AND FIRE DEPARTMENTS continued to focus on their respective core missions and
transitioned to a new digital radio system as part of the Northwest Central Dispatch System (NWSDS) of
which Mount Prospect is a member. The Police Department conducted a new hire test to establish an
eligibility list for patrol officers. The Police Department also transitioned to a new and technologically
improved mobile video recording system for all of its patrol vehicles to record traffic stops.

e ENTERPRISE RESOURCE PLANNING (ERP) software system implementation has been completed for the
most part with all major modules in full operation. The Utility Management (water/sewer and refuse
billing) module went live in January 2013 which will improve business process efficiency. Additionally,
staff continues to work closely with New World Systems to bring improvements to their suite of software,
including upgrades to the Community Development module, improved mobility features, and enhanced on-
line permitting and licensing. Related to the project, the Village continues to participate in the Illinois
local-users group. The users group meets regularly throughout the year with other municipalities to help
each other address business process needs using the software, as well as advocate for software suggestions
and address unresolved issues.

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is considered from the
broader perspective of the specific environment within which the Village operates.

Local economy. The Village experienced a slight return in 2013 from the slowdown in the housing market and
weak economy in general. There are a number of factors that influence the economy of a specific community, and
various measures are used to gauge the economic outlook. Perhaps four of the most objective measures are the level
of retail sales, the employment level of the community, income levels in the community and building activity. In
Illinois, sales taxes are allocated based upon the point-of-sale, and accordingly represent the sales in the community.
Total sales tax receipts in the calendar year ended December 31, 2013 were $12,342,154 compared to $11,040,403
for the previous year, an increase of 11.8%. The increase from the prior year is due to strong growth in the drug,
miscellaneous and other sales categories. Since the Village’s portion of sales tax receipts is based on a 1% tax rate,
these receipts represent total retail sales of approximately $1.2 billion for 2013. The Village projects that this
revenue source will increase 3.0% - 5.0% during 2014 and 2015. The Village will continue its efforts in the area of
economic development and is optimistic that retail sales will grow over the next few years. The completed
redevelopment of Randhurst Village (formerly Randhurst Mall) into a more vibrant and attractive retail center will
help in this area.

Mount Prospect’s average unemployment rate for 2013 was 6.7%. This was a slight increase from the prior year of
10 basis points (6.6% in 2012). While other areas of the local economy have showed signs of improvement, similar
gains in the unemployment rate have not materialized. The unemployment rate for the State of Illinois increased 30
basis points from 8.9% to 9.2% during the same period. Mount Prospect’s median family income, $67,823 as of the
2010 Census (using 5-year estimates), was 25% higher than the median for Cook County ($53,942) and 21% higher
than the median for the State of Illinois ($55,735).
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In a suburban setting where it is often difficult to distinguish the boundaries of one community from a neighboring
community, the economic activity of the “region” is a major influence on the economies of the individual
communities. The Village of Mount Prospect is located on the eastern edge of the “Golden Corridor” which extends
along Interstate 90 from O’Hare Airport to Elgin, a stretch of approximately 25 miles. Along this corridor can be
found the corporate headquarters of such corporations as Sears and Motorola. The corridor is also home to regional
headquarters for such corporations as AT&T and Siemens. The Corridor will continue to grow, as thousands of
acres remain available for development on its far western edge.

Long-term financial planning. In 2003, the Village conducted its first long-range financial planning workshop.
The workshop was held in response to the slowing economy and its impact to the Village’s financial condition. The
goal of the workshop was to put the Village’s financial condition back on firm ground in such a manner as to not
overburden residents and businesses from a tax standpoint or reduce the scope and quality of municipal services that
would jeopardize the livability and curb appeal of the community. The goal of the workshop was accomplished
through a series of revenue enhancements, budget cuts and the planned drawdown of fund balance. Subsequent
workshops were held in 2004, 2005 and 2007 - 2013. During the 2013 workshop, financial status reports were
provided for end-of-year results for 2012, updated projections for 2013 and a revised forecast for 2014.

Another tool in managing the long-range finances of the Village is the Five-Year Capital Improvement Plan. This
plan outlines the major capital expenditure/project initiatives of the Village over the next five years and identifies
funding sources. Over the next five years (2014-2018), the Village has identified $56.9 million in water and sewer,
flood control, street, public building, equipment and other miscellaneous capital projects.

Awards. The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the Village of Mount Prospect for its
comprehensive annual financial report for the year ended December 31, 2012. The Certificate of Achievement is a
prestigious national award recognizing conformance with the highest standards for preparation of state and local
government financial reports.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily readable and
efficiently organized Comprehensive Annual Financial Report (CAFR) whose contents conform to program
standards. Such CAFR must satisfy both generally accepted accounting principles and applicable legal
requirements. A Certificate of Achievement is valid for a period of one year only. The Village of Mount Prospect
has received a Certificate of Achievement since 1983. We believe our current report continues to conform to the
Certificate of Achievement program requirements, and we are submitting it to GFOA for evaluation.

In addition, the Village of Mount Prospect also received the Government Finance Officers Association’s Award for
Distinguished Budget Presentation for its annual budget for the fiscal year beginning on January 1, 2013 and ending
December 31, 2013. In order to qualify for the Distinguished Budget Presentation Award, a governmental unit must
publish a budget document that meets program criteria as a policy document, as an operations guide, as a financial
plan, and as a communications device. The Village of Mount Prospect has received this award each year since
1994. The Village is awaiting word as to whether it received the Budget Award for its 2014 Budget document.

Acknowledgements

The preparation of this report on a timely basis could not have been accomplished without the efficient and
dedicated services of the entire staff of the Finance Department. I would like to express special appreciation to
Lynn Jarog, Deputy Finance Director, Tricia Farkas, Accounting Supervisor and Accountants Nancy Warnock and
Daxa Patel who contributed greatly to its preparation. Additionally, I would like to acknowledge the Mayor, the
Board of Trustees, the Finance Commission and the Village Manager for their leadership and support in planning
and conducting the financial affairs of the Village in a responsible and progressive manner.

Respectfully submitted,

,(/Wﬁ 1

David O. Erb
Finance Director

vil



P

Government Finance Officers Association

Certificate of

Achievement
for Excellence
in Financial
Reporting

Presented to

Village of Mount Prospect
Illinois

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended

December 31, 2012

Gty # o

Executive Director/CEO

viii



FINANCIAL SECTION

This section includes:
¢ Independent Auditors’ Report
e Management’s Discussion and Analysis
e Basic Financial Statements
e Required Supplementary Information

o Combining and Individual Fund Statements and Schedules



INDEPENDENT AUDITORS’ REPORT



27W457 WARRENVILLE RD. = WARRENVILLE, ILLINOIS 60555
LauterbaCh & Amen 9 LLP PHONE 630.393.1483 * FAX 630.393.2516

www.lauterbachamen.com

CERTIFIED PUBLIC J\(I(':(_)1.JN'L\N'T'iNDEPENDENT AUDITORS' REPORT

May 12,2014

The Honorable Village President
Members of the Board of Trustees
Village of Mount Prospect, Illinois

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of the Village of Mount Prospect, Illinois, as of and for the year ended December 31, 2013,
and the related notes to the financial statements, which collectively comprise the Village’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

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 involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to the Village’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Village’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the discretely
presented component unit, each major fund, and the aggregate remaining fund information of the Village
of Mount Prospect, Illinois, as of December 31, 2013, and the respective changes in financial position
and, where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.
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Other Matters

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis as listed in the table of contents and budgetary information reported in the
required supplementary information as listed in the table of contents, be presented to supplement the basic
financial statements. Such information, although not part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted
of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements,
and other knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Village of Mount Prospect, Illinois’, financial statements as a whole. The introductory
section, combining and individual fund financial statements and schedules, supplemental schedules, and
statistical section are presented for purposes of additional analysis and are not a required part of the
financial statements. The combining and individual fund financial statements and schedules and
supplemental schedules are the responsibility of management and were derived from and relate directly to
the underlying accounting and other records used to prepare the financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the combining and individual fund financial
statements and schedules and supplemental schedules are fairly stated, in all material respects, in relation
to the basic financial statements as a whole. The introductory and statistical sections have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 12, 2014,
on our consideration of the Village’s internal control over financial reporting and on our tests of its
compliance with certain provision 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 internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Village’s internal control over
financial reporting and compliance.

Fruttidsoh *menlif

LAUTERBACH & AMEN, LLP
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VILLAGE OF MOUNT PROSPECT, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS

For Fiscal Year Ended December 31, 2013

The Village of Mount Prospect (the “Village™) Management’s Discussion and Analysis is designed to (1) assist the reader in
focusing on significant issues, (2) provide an overview of the Village’s financial activity, (3) identify changes in the Village’s
financial position (its ability to address the next and subsequent year challenges), (4) identify any matetial deviations from the
financial plan (the approved budget), and (5) identify individual fund issues or concerns.

Since the Management’s Discussion and Analysis (MD&A) is designed to focus on the current year’s activities, resulting
changes and currently known facts, please read it in conjunction with the Transmittal Letter (beginning on page iii), and the
Village’s financial statements (beginning on page 3).

USING THE FINANCIAL SECTION OF THIS COMPREHENSIVE ANNUAL FINANCIAL REPORT

The primary focus of local governmental financial statements has been to summarize fund type information on a
current financial resource basis. This approach has been modified by Governmental Accounting Standards Board
(GASB) Statement No. 34. As a result, these financial statements now present two kinds of statements, each with a
different snapshot of the Village’s finances. The new financial statement’s focus is on both the Village as a whole
(government-wide) and on the major individual funds. Both perspectives (government-wide and major fund) allow
the user to address relevant questions, broaden a basis for comparison (year to year or government to government)
and enhance the Village’s accountability.

Government-Wide Financial Statements

The government-wide financial statements (see pages 3-6) are designed to be corporate-like in that all of the
governmental and business-type activities are consolidated into columns that add to a total for the Primary
Government. The focus of the Statement of Net Position (the “Unrestricted Net Position”) found on pages 3 and 4 is
designed to be similar to bottom line results for the Village and its governmental and business-type activities. This
statement combines and consolidates the governmental fund’s current financial resources (short-term spendable
resources) with capital assets and long term obligations using the accrual basis of accounting and economic
resources measurement focus.

The Statement of Activities (see pages 5-6) is focused on both the gross and net cost of various activities (including
governmental and business-type), which are supported by the government’s general taxes and other resources. This
is intended to summarize and simplify the user’s analysis of the cost of various governmental services and/or
subsidy to various business-type activities.

The governmental activities reflect the Village’s basic services, including police, fire, public works, and administration.
Property taxes, sales and income taxes and local utility taxes finance the majority of these services. The business-type
activities reflect private sector type operations (water, sewer, and parking operations), where the fee for service typically
covers all or most of the cost of operation, including depreciation.

Fund Financial Statements
Traditional users of governmental financial statements will find the Fund Financial Statements presentation more familiar.
The focus is on major funds rather than (the previous model's) fund types.

The Governmental Major Fund (see pages 7-12) presentation is organized on a sources and uses of liquid resources basis. This
is the manner in which the financial plan (the budget) is typically developed. The flow and availability of liquid resources is a
clear and appropriate focus of any analysis of a government. Funds are established for various purposes and the Fund
Financial Statement allows the demonstration of sources and uses and/or budgeting compliance associated therewith.

(See independent auditor’s report.)
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VILLAGE OF MOUNT PROSPECT, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

The Fund Financial Statements also allow the government to address its Fiduciary Funds (Police and Firefighters’ Pension
Funds). While these funds represent trust responsibilities of the government, these assets are restricted in purpose and do not
represent discretionary assets of the government. Therefore, these assets are not presented as part of the Government-Wide
Financial Statements.

While the Business-type Activities column on the Proprietary Fund Financial Statements (see pages 13-16) is the same as the
Business-type column on the Government-Wide Financial Statement, the Governmental Funds total column requires a
reconciliation because of the different measurement focus (current financial resources versus total economic resources) which
is reflected on the page following each statement (see pages 9 and 12). The flow of current financial resources will reflect
bond proceeds and interfund transfers as other financial sources, as well as capital expenditures and bond principal payments
as expenditures. The reconciliation will eliminate these transactions and incorporate the capital assets and long-term obligation
(bonds and others) into the Governmental Activities column (in the government-wide statements).

Infrastructure Assets

Historically, a government's largest group of assets (infrastructure — i.e. roads, bridges, storm sewers, etc.) have not been
reported nor depreciated in governmental financial statements. This new statement requires that these assets be valued and
reported within the Governmental Activities column of the Government-wide Statements. Additionally, the government must
elect to either (1) depreciate these assets over their estimated useful life or (2) develop a system of asset management designed
to maintain the service delivery potential to near perpetuity. If the government develops the asset management system (the
modified approach), which periodically (at least every third year), by category, measures and demonstrates its maintenance of
locally established levels of service standards, the government may record its cost of maintenance in lieu of depreciation. The
Village of Mount Prospect has chosen to depreciate assets over their useful life. Ifaroad project is considered maintenance - a
recurring cost that does not extend the road's original useful life or expand its capacity - the cost of the project will be
expensed. An “overlay" of a road will be considered maintenance whereas a "rebuild" of a road will be capitalized.

GOVERNMENT-WIDE STATEMENTS

Statement of Net Position

The Village's combined net position for the Primary Government (which is the Village's bottom line) as of December 31,
2013 was $109.8 million. This was a decrease in net position of $0.6 million from 2012. Net position of the Village's
governmental activities were $75.4 million, a decrease of $1.6 million. The Village's unrestricted net position for
governmental activities, the part that can be used to finance day-to-day operations, were $24.2 million down $0.8 million
from the 2012 unrestricted net position total of $25.0 million.

Table 1 reflects the condensed Statement of Net Position. For more detailed information see the Statement of Net Position
found on pages 3-4. Table 2 focuses on the changes in net position of the governmental and business-type activities.

(This space is intentionally left blank.)

(See independent auditor’s report.)
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VILLAGE OF MOUNT PROSPECT, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Table 1
Statement of Net Position
as of December 31, 2013 (in millions)

Governmental Business-type
Activities Activities Total

2013 2012 2013 2012 2013 2012

Current and other assets $ 651 $ 534 § 9.1 $ 82 $ 742 $ 616
Capital assets 73.8 75.6 26.4 26.6 100.2 102.2
Total assets $ 1389 $ 1290 $ 355 $ 348 §$ 1744 § 163.8

Current liabilities/deferred inflows $ 255 $ 229 § 09 §$ 1.2 § 264 $§ 24.1
Noncurrent liabilities 38.0 29.1 0.2 0.2 38.2 29.3

Total liabilities/deferred inflows $ 63.5 $ 520 $ 1.1 § 14 $§ 646 $ 534

Net Position
Net investment in capital assets $ 482 $§ 485 $ 264 $§ 266 $§ 746 $ 751

Restricted net position 3.0 3.5 - - 3.0 3.5
Unrestricted net position 24.2 25.0 8.1 6.8 322 31.8
Total net position $§ 754 $ 770 $ 344 § 334 §$ 1098 § 1104

Normal Impacts
There are six basic (normal) transactions that will affect the comparability of the Statement of Net Position summary
presentation.

Net results of activities - which will impact (increase/decrease) current assets and unrestricted net position.

Borrowing for capital - which will increase current assets and long-term debt.

Spending borrowed proceeds on new capital - which will reduce current assets and increase capital assets. There is a second
impact, an increase in invested in capital assets and an increase in related net debt which will not change the invested in capital
assets, net of debt.

Spending of nonborrowed current assets on new capital - which will (a) reduce current assets and increase capital assets and
(b) will reduce unrestricted net position and increase invested in capital assets, net of debt.

Principal payment on debt - which will (a) reduce current assets and reduce long-term debt and (b) reduce unrestricted net
position and increase invested in capital assets, net of debt.

Reduction of capital assets through depreciation - which will reduce capital assets and invested in capital assets, net of debt.

Current Year Impacts

Only slight changes were seen in governmental and business-type activities from 2012. Governmental activities net
position decreased $1.6 million while the business-type activities net position increased by $1.0 million. The
governmental activities total assets increased by $9.9 million and the governmental activities total liabilities/deferred
inflows increased by $9.5 million. The total assets increase of $9.9 million in governmental activities was the result
of an increase of $11.7 million in current and other assets and a decrease of $1.8 million in capital assets. The $11.7
million increase in current assets was due to an increase in cash and investments of $10.3 million, an increase in
property tax receivables of $0.9 million, and an increase in other assets of $0.5 million. Bond proceeds accounted
for almost the entire increase in cash and investments; accumulated depreciation accounted for the decrease in
capital assets. The total net position increase of $1.0 million in business-type activities was primarily due to an
increase in cash and investments of $1.2 million and a reduction in non-current assets of $0.2 million.

(See independent auditor’s report.)
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VILLAGE OF MOUNT PROSPECT, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

The increase in total liabilities of $11.5 million for the governmental activities was primarily due to an increase in
liabilities related to general obligation debt service of $8.8 million, deferred property taxes of $0.9 million and
accounts payable of $1.8 million. Liabilities for debt service increased due to the issuance of bonds for capital
improvements. Changes in the other categories resulted in the timing related to the normal course of operations.

Liabilities for business-type activities decreased from $1.4 million to $1.1 million. This was due to an increase in
the accounts payable category.

Changes in Net Position

The Village’s combined change in net position for the primary government in 2013 was a decrease of $0.6 million.
Activities for the governmental activities saw a decrease in net position of $1.6 million from 2012, while activities
for the business-type funds saw an increase in net position of $1.0 million in 2013 versus an increase of $1.3 million
in 2012. The change in combined net position in the prior year was a decrease of $2.4 million. The following chart
lists the revenues and expenses for the current and prior fiscal years.

(This space is intentionally left blank.)

(See independent auditor’s report.)
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VILLAGE OF MOUNT PROSPECT, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Revenues

Program revenues
Charges for service
Operating grants
Capital grants

General revenues
Property taxes
Business district taxes
Sales taxes
Income taxes
Utility taxes
Other taxes
Investment income
Contributions
Other

Total revenues
Expenses

General government

Public safety

Highways and streets

Health

Welfare

Culture and recreation

Interest

Water and sewer

Parking

Total expenses

Change in net position

Table 2

Changes in Net Position
as of December 31, 2013 (in millions)

Governmental Business-type
Activities Activities Total
2013 2012 2013 2012 2013 2012
$ 88 $ 86 $§ 117 $§ 112 $ 205 $ 1938
2.4 2.0 - - 2.4 2.0
0.3 0.1 - - 0.3 0.1
18.9 184 1.5 1.5 204 19.9
0.3 0.3 - - 0.3 0.3
18.3 16.6 0.1 0.1 18.4 16.7
52 4.7 - - 52 4.7
3.9 4.6 - - 3.9 4.6
3.4 2.8 - - 34 2.8
0.1 0.1 - - 0.1 0.1
0.4 0.3 0.1 (0.1) 0.5 0.2
$ 619 $ 585 $ 134 § 127 § 754 § 712
$ 74 %8 62 % - 8 - $ 74 % 62
29.8 28.2 - - 29.8 28.2
18.6 15.9 - - 18.6 15.9
4.5 44 - - 4.5 44
1.9 1.9 - - 1.9 1.9
0.4 0.4 - - 0.4 0.4
1.0 1.0 - - 1.0 1.0
- - 12.1 11.1 12.1 11.1
- - 0.3 0.3 0.3 0.3
$§ 635 $ 580 $ 124 § 114 $§ 759 $§ 694
$ (168 05 8 1.0 §$ 13 § (06) % 18

(Note: There will be some slight differences in totals due to rounding).

MD&A 5
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VILLAGE OF MOUNT PROSPECT, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALY SIS (Continued)

Normal Impacts
There are eight basic impacts on revenues and expenses and are reflected below.

Revenues:
Economic condition - This can reflect a declining, stable or growing economic environment and has a substantial
impact on state income, sales and utility tax revenue as well as public spending habits for building permits, elective user
fees and volumes of consumption.
Increase/decrease in Village approved rates - While certain tax rates are set by statute, the Village Board has
significant authority to impose and periodically increase/decrease rates (water, sewer, licenses and fees, home rule
sales tax, utility taxes, etc.).
Changing patterns in intergovernmental and grant revenue (both recurring and non-recurring) - Certain recurring
revenues (state shared revenues, etc.) may experience significant changes periodically while non-recurring (or one-
time) grants are less predictable and often distorting in their impact on year-to-year comparisons.
Market impacts on investment income - The Village's investment portfolio is managed using a short-term average
maturity and the market condition may cause investment income to fluctuate less than alternative longer-term options.

Expenses:
Introduction of new programs - Within the functional expense categories (Public Safety, Public Works, General
Government, etc.) individual programs may be added or deleted to meet changing community needs or unfunded
mandates from other governmental levels.
Increase/Decrease in _authorized personnel - Changes in service demand may cause the Village Board to
increase/decrease authorized staffing levels. Staffing costs (salary and related benefits) represent approximately 80%
of the Village's General Fund operating costs.
Salary increases (annual adjustments and merit) - The ability to attract and retain human and intellectual resources
requires the Village to strive for a competitive salary range position in the marketplace. In addition, the Village has 4
separate bargaining units representing various segments of the employee population.
Inflation - While overall inflation appears to be reasonably low, the Village is a major consumer of certain
commodities such as supplies, fuels and parts. Some specific areas may experience unusually high price increases.

CURRENT YEAR IMPACTS

Governmental Activities
Revenue:

Total revenues for the Village’s Governmental Activities for 2013 were $61.9 million.

Property taxes are the largest revenue source for governmental activities accounting for $18.9 million or an
increase of $0.5 million from the prior year. This revenue has historically been the most stable source for the
Village. Sales tax was the second highest revenue source with $18.3 million in revenue. This was an increase of
$1.7 million from the prior year. The increase was due primarily to the gradual improving economy and
additional new retail coming on line. The sales tax consists of a 1.0% state portion and 1.0% local home-rule
portion. There was a slight increase of $0.4 million in revenues from grants. The income tax increased $0.5
million as state shared revenues saw slight growth during this period.

(See independent auditor’s report.)
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VILLAGE OF MOUNT PROSPECT, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Governmental Activities (cont.)
Expenses:

Total expenses for the Village’s Governmental Activities for 2013 were $63.5 million.

Public Safety, which includes Police and Fire, accounts for the largest portion of governmental expenses. Total
Public Safety expenses in 2013 were $29.8 million, an increase of $1.6 million from 2012. Expenses for
Highways and Streets, which are made up of the public works divisions (excluding water and sewer) is the
second largest category of governmental expenses totaling $18.6 million an increase of $2.7 million from the
prior year. The increase is primarily due to expenses related to capital projects.

Business-Type Activities
Revenues:

Total revenues for the Village’s Business-Type Activities for 2013 were $13.4 million.

Business-type activities in the Village consist of Water and Sewer Operations and Parking Operations. Charges
for service accounts for almost the entire amount of revenue for business-type activities. Of the $11.7 million
generated in 2013, $8.5 million is from water sales, $2.8 million is from sewer fees and charges, $0.2 million is
from parking operations and the balance is from various penalties, tap and meter fees. For 2012, water sales
accounted for $7.9 million and sewer fees were $2.9 million. The Water and Sewer Fund also receives special
service area taxes in the amount of $1.5 million. This amount is unchanged from the prior year. These taxes
support the delivery of Lake Michigan Water to Village residents that are connected to the Village’s water
system.

Expenses:
Total expenses for the Village’s Business-Type Activities for 2013 were $12.4 million.

Of the total expenses for business-type activities, $12.1 million is attributable to Water and Sewer while $0.3
million is attributable to parking. $5.3 million in Water and Sewer Fund expenses were for the acquisition of
water through the Northwest Suburban Municipal Joint Action Water Agency (JAWA). In comparison, of the
$11.4 million in expenses for 2012, $4.6 million were attributable to the acquisition of water through JAWA.

FINANCIAL ANALYSIS OF THE VILLAGE'S GENERAL FUND

The General Fund is the Village’s primary operating fund. It supports a majority of the day-to-day services
delivered to its residences and businesses. The fund balance of the General Fund saw a slight increase of $0.3
million in 2013 from $11.6 million to $11.9 million. In 2013, General Fund revenues came in slightly above the
final budget by $0.3 million while expenditures and net transfers came in $1.0 million under budget. The final
Village budget had anticipated a decrease in the General Fund fund balance of $0.6 million.

Intergovernmental revenues were above budget by $0.3 million primarily due to a growth in sales taxes. Actual
sales tax receipts for 2013 came in $0.3 million above the final budget. No other significant deviations were seen in
revenues during 2013.

(See independent auditor’s report.)
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VILLAGE OF MOUNT PROSPECT, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

General Fund Budgeting Highlights

During 2013, the Village amended the budget four times. Table 3 below reflects the original and revised budget
and the actual revenues and expenditures for the General Fund. More information can be found in the schedule
of revenues, expenditures and changes in fund balance on page 74.

Table 3
General Fund Budgetary Changes
Calendar Year 2013 (in millions)

Original Revised
Budget Budget Actual
Revenues and Other Financing Sources
Taxes $ 202 % 199 §$ 19.7
Intergovernmental 17.6 18.5 18.9
Other 6.5 6.3 6.4
Total Revenues $ 443 $ 447 $ 45.0
Expenditures and Transfers
Expenditures $ 443 $ 4577 % 44.5
Net Transfers - (0.4) 0.2
Total Expenditures and Transfers $ 443 453 44.7
Change in Fund Balance b - 3 (06) $ 0.3

Other Major Funds

There are three (3) other Major Funds for Fiscal Year ended December 31, 2013. These three Funds are 1) Refuse
Disposal Fund, 2) Debt Service Fund, and 3) Flood Construction Fund.

Refuse Disposal Fund — This Fund coordinates the Village’s comprehensive municipal solid waste program. Total
revenues for 2013 were $4.4 million, a decrease of $0.1 million from the prior year. Of this total revenue amount, $1.8
million is from property taxes and $2.6 million is from charges for services. Total expenditures for 2013 were $4.3
million, no change from the prior year. Ending fund balance grew $0.1 million to $2.4 million.

Debt Service Fund — This Fund is used to accumulate monies for payment of principal and interest on general
obligation bonds and other borrowings. Total revenues for 2013 were $2.4 million, no change from the prior year. Of
this total revenue amount, $2.4 million is from property taxes and less than $0.1 million is from miscellaneous revenue.
Total expenditures for 2013 were $2.5 million, an increase of $0.1 from the prior year. Ending fund balance was
unchanged at $0.1 million.

Flood Control Construction Fund — This Fund is used to account for the resources directed towards implementing
flood control projects throughout the village. Total revenues for 2013 were $0.7 million. There were also bond
proceeds totaling $9.8 million. Total expenditures for 2013 were $2.4 million. Ending fund balance is $11.7 million.
Flood control projects planned for 2014 are expected to draw down the entire amount of fund balance.

(See independent auditor’s report.)
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VILLAGE OF MOUNT PROSPECT, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Capital Assets

At the end of 2013, the Village had a combined total of $99.8 million invested in a broad range of capital assets
including village facilities, roads, bridges, water/sewer lines and machinery and equipment (see Table 4 below). The
following reconciliation summarizes the changes in Capital Assets.

Table 4
Capital Assets at Year End
Net of Depreciation (in millions)
Governmental Business-type Total Primary
Activities Activities Government

2013 2012 2013 2012 2013 2012
Land (including right-of-way) $§ 103 § 103 $ 176 $ 176 $ 279 $ 279

Construction in Progress 0.6 0.6 0.2 0.2 0.8 0.8
Buildings & Improvements 30.0 30.8 2.0 1.9 32.0 32.7
Vehicles 3.8 3.6 - - 3.8 3.6
Machinery & Equipment 0.6 0.6 0.9 1.0 1.5 1.6
Infrastructure 28.5 29.7 5.6 5.9 34.1 35.6

Total Capital Assets $ 738 $§ 756 $§ 263 $§ 266 § 1001 $ 1022

This amount represents a net decrease (including additions and deletions) of $2.1 million from 2012,

(This space is intentionally left blank.)

(See independent auditor’s report.)
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VILLAGE OF MOUNT PROSPECT, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Table 5
Change in Capital Assets (in millions)

Governmental Business-type

Activities Activities Total
Beginning Balance $ 756 $ 266 $ 102.2
Additions
Depreciable 3.5 0.2 3.7
Non-Depreciable 0.6 0.1 0.7
Retirements
Depreciable (1.2) - (1.2)
Non-Depreciable (0.6) 0.1 0.7)
Depreciation “4.7) 0.5) (5.2)
Retirement 0.6 - 0.6
Ending Balance $ 738 $ 263 § 100.1

Table 5 above shows the change in capital assets during 2013, This year's major additions to the capital assets include the
following (in millions):

Governmental Activities
Storm Water System Improvements - $2.0
Vehicles for Public Safety and Public Works - $0.8
Kensington Road Improvements - $0.4

Business-Type Activities
No significant additions to capital assets during 2013.

More detailed information on capital asset activity can be found in Note 3 of the notes to the financial statements beginning
on page 37.

Debt Outstanding

The Village of Mount Prospect had total long-term debt and loans payable of $40.5 million as of December 31, 2013. Long-
term debt is comprised of general obligation debt, compensated absences to employees, net pension obligation and other post-
employment benefits (OPEB), and loans payable. During the year, $10.8 million of general obligation debt and notes payable
were issued, $1.0 million of general obligation debt was retired; $0.6 million in notes payable was retired while compensated
absences increased by $0.4 million. In addition, the net pension obligation and OPEB increased a combined $0.4 million.

The Village of Mount Prospect maintains an AA+ rating from Standard and Poor’s. As a home rule authority, the Village of
Mount Prospect does not have a legal debt limit.

More detailed information on long-term debt activity can be found in Note 3 of the notes to the financial statements
beginning on page 41.

(See independent auditor’s report.)
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VILLAGE OF MOUNT PROSPECT, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Economic Factor's and Next Year's Budget

The General Fund, the Village’s main operating fund, ended with a surplus for calendar year 2013. The $0.3 million
surplus maintains the fund balance at the 25% benchmark set by the Village Board. Total village revenues for 2013
continue to see positive, albeit slight, increases from the prior year. Deliberate budgetary measures involving both
revenues and expenditures have allowed the Village to maintain a strong financial condition through several lean
years following the significant downturn in the economy that started at the end of 2008. Continuing challenges in
2014 and years to come include rising personnel related costs (wages insurance, etc.) and the funding of the public
safety pensions. Approximately 80% of the operating budget is made up of these personnel and related costs.

The Village’s average unemployment rate for 2013 was 6.7%. This is below the state unemployment rate of 9.2% and equal
to the national unemployment. The Village’s unemployment rate increased 10 basis points from the prior year.

The 2014 Budget represents a 13.5% increase from the amended 2013 Budget and totals $116.9 million. The
General Fund increased $0.1 million, or 0.3% from the prior year. The Village’s Operating Budget (that part which
funds the Village’s day-to-day operations) shows an increase of 1.4% and totals $62.0 million. The Operating
Budget includes all General Fund expenditures as well as refuse disposal, water and sewer service, and various
special revenue activities.

Request for Information

This financial report is designed to provide a general overview of the Village of Mount Prospect's finances for all those with
an interest in the government's finances. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to David O. Erb, Finance Director/Treasurer, Village of Mount Prospect,
50 South Emerson, Mount Prospect, Illinois 60056.

(See independent auditor’s report.)
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BASIC FINANCIAL STATEMENTS

The basic financial statements include integrated sets of financial statements as required by the
GASB. The sets of statements include:

e Government-Wide Financial Statements
¢ Fund Financial Statements
Governmental Funds
Proprietary Funds
Fiduciary Funds

In addition, the notes to the financial statements are included to provide information that is
essential to a user’s understanding of the basic financial statements.
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VILLAGE OF MOUNT PROSPECT, ILLINOIS

Statement of Net Position

December 31, 2013
Component
Business- Unit
Governmental Type Public
Activities Activities Totals Library
ASSETS

Current Assets
Cash and Cash Equivalents

Receivables - Net of Allowances
Property Taxes
Other Taxes
Accounts
Utility Customers
Other

Due from Other Governments
Internal Balances

Prepaids/Inventories
Total Current Assets

Noncurrent Assets
Capital Assets
Nondepreciable
Depreciable
Accumulated Depreciation

Other Assets
Deposits - Insurance
Deposit with Joint Venture
Net Pension Asset

Total Noncurrent Assets
Total Assets

DEFERRED OUTFLOWS OF
RESOURCES
Loss on Refunding

Total Assets and Deferred Outflows
of Resources

$ 37,125,048 5,699,249 $ 42824297 $ 7,121,643
17,367,414 1,521,807 18,889,221 10,526,286
6,936,592 28,033 6,964,625 3

292,028 . 292,028 13,796
2 1,170,657 1,170,657 -
505,913 7,216 513,