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Village of Mundelein

Kenneth H. Kessler, President Mary K. Hatton, Finance Director
440 East Hawley Street Telephone: (847) 949-3200
Mundelein, IL 60060 Fax: (847) 949-2153
www.mundelein-il.org info@mundelein-il.org

September 23, 2008

To the President and Board of Trustees, the Citizens of
the Village of Mundelein, and all interested parties:

The Comprehensive Annual Financial Report (CAFR) of the Village of Mundelein, lllinois for the fiscal year ended April 30,
2008 is hereby submitted. The purpose of this report is to provide citizens, investors, grantor agencies and any interested
parties with reliable financial information about the Village. The report has been prepared in accordance with generally
accepting accounting principles (GAAP) and with standards prescribed by the Governmental Accounting Standards Board
(GASB), the Government Finance Officers' Association of the United States and Canada, the State of lllinois Comptroller's
Office and the State of lllinois. Responsibility for the accuracy of the data, and the completeness and fairness of the
presentation, including disclosures, rests with the Village of Mundelein. The Village believes the report, and data
contained herein, to be accurate in all material respects and that it gives an accurate representation of the financial
position and results of operations of the Village as of, and for the year ended, April 30, 2008. All disclosures regarding
the Village's financial position necessary to enable the reader to understand the Village's financial activities have been
included.

Management of the Village is responsible for establishing and maintaining a system of internal accounting control. These
controls are designed to assure that the assets of the Village are safeguarded against any material loss, theft or misuse.
These controls assure that the financial statements are in conformity with generally accepted accounting principles.
Internal account controls are designed to provide reasonable, but not absolute, assurances that control objectives will be
met. The concept of reasonable assurances recognizes that (1) the cost of control should not exceed the benefits likely to
be derived; and (2) the evaluation of costs and benefits requires estimates and judgment by Management.

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

For financial reporting purposes, this report includes all the funds of the Village of Mundelein, as well as its component
units. Component units are legally separate entities for which the Village is financially accountable. The Village currently
does not have any component units. Other governmental entities, which are located within the Village’s boundaries, are
not included because they do not meet the criteria for inclusion as set forth by generally accepted accounting principles.

Economic Outlook

The economic condition of the Village of Mundelein remains strong. However, there are concerns over the national
economy and the slow down in the regional real estate market that warrant careful analysis. The outlook for continued
economic growth in the Village is cautiously optimistic. There were no annexations to the Village this year, and one
pending annexation petition was withdrawn; however, land remains available for commercial and residential development,
both within the Village boundaries and adjacent thereto. The Village staff continues to meet with prospective developers.
New housing projects have slowed, but planning continues. Several residential projects began construction this year, or
continued to move forward as planned. Lake Ridge condominiums (50 units) and Hickory Woods condominiums (34



units) continued to develop. The Forest Plaza, a 40,000 square foot shopping area at Diamond Lake Rd. and Rt. 45
broke ground this spring, with occupancy anticipated in the spring of 2009. Several approved projects have been affected
by the economic downturn and have been moving slowly through the engineering and building permit process. The
downtown TIF district was positively affected this year by the occupancy of the first building (84 units) of the Cardinal
Square condominium project. However, groundbreaking for additional buildings is on-hold, pending improvements in the
residential construction market.

New growth in the industrial sector is slow, but there are new projects, most notably: a 20,000 square foot corporate
headquarters for Northfield Block Company began in Spring 2008; a 20,000 square foot remodeling for a new Grainger
Inc. distribution facility was also completed and occupied in Spring 2008; occupancy of a 15,000 square foot Walgreen'’s
Pharmacy occurred this year; and construction of a 4,500 square foot branch office for Chase Bank is underway.
Commercial vacancy rates are starting to increase, particularly in the Downtown, small business sector.

In the year ahead the Village anticipates that commercial, industrial and residential development will continue at a slower
rate than normal. Sales tax revenue for FYE 08 was good, but the economic slowdown will affect sales tax revenue in the
year ahead. The Finance Department is monitoring revenues carefully; expenditure adjustments will be made if needed.
The Village benefits from a diverse property tax base and diversified revenue stream, and is well-positioned to weather the
current state of the general economy.

Major Initiatives

The major initiatives for Fiscal Year End 2008 were less about private development and more about public projects and
long-range municipal planning. The downturn in the national housing market has been well publicized. As noted,
Mundelein is fortunate to have a major national developer, building a very popular, 727 unit senior project in the Village,
which adds property value and sustains growth; but, for the most part, private sector construction is not the major story
this year.

Instead, a number of notable planning initiatives and long awaited public construction projects were undertaken or
completed this year. First, the Diamond Lake street improvement program, a $2 million project, which resulted in the
reconstruction of over 3,600 linear feet of neighborhood streets, the addition of curbs and gutters, sidewalks, storm and
sanitary sewer lines, and drainage improvements to one of the oldest residential areas of the Village. The public
investment, which followed on the heels of several private sector developments in the area in past years, was well
received by the residents and is anticipated to foster additional new development in the area.

Second, the Village hired Camiros Inc. to undertake the complete revision and update of the Village Zoning Ordinance and
development of design standards for the Downtown. This yearlong process, which began in the fall of 2007, will greatly
improve the efficiency, clarity, and implementation of the zoning process. The improved zoning ordinance, together with
specific design standards for the downtown, will create an improved atmosphere for new development and the re-
development of existing properties. The Community Development Division is administering both the Zoning Code update
and development of design standards.

Thirdly, midway through FYE 2008, the Canadian National Railway announced plans to purchase the EJ&E railway and
divert 15 freight trains per day from the CN main line to the EJ&E line. Being at the junction of the two rail lines,
Mundelein will be significantly impacted by the acquisition as trains move from a highly active freight corridor, to a less-
developed corridor. The Canadian National announcement resulted in an extended series of negotiations with the Village,
and a complex analysis of the effects the transaction will have on traffic, the environment, and public safety response
within the Village. The negotiations, seek to find mutually agreeable methods for the railroad to mitigate the negative
impacts of the transaction.

Department Focus

Each year a Village department is highlighted in this section. This year, the Fire Department has been selected for review.
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The general purpose and function of the Mundelein Fire Department is to educate, protect, and serve all the citizens of the
Village of Mundelein and to provide them with high quality, effective fire, emergency medical, and technical rescue
services.

The Fire Department is operational 24 hours a day, 365 days per year. The typical shift staffing consists of one Battalion
Chief, two Lieutenants and five Firefighters responding from two state-of-the-art fire stations.

Fire Station #1 is located at 1000 N. Midlothian. This facility can accommodate up to nine firefighters and eight pieces of
equipment. Three separate training rooms, used by all Village Departments, a fire prevention bureau, and offices for
administrative personnel are included. Bi-weekly Village Board meetings are held in the large training room of this facility.
Station #2, located at 1300 S. Lake Street, can accommodate up to six firefighters and six pieces of equipment. This
facility also serves as the Village's Emergency Operations Center; a backup communication center, and houses a Police
Department sub-station.

All career members are trained as Emergency Medical Technicians (Paramedics) and are certified firefighters by the State
of lllinois, Office of the State Fire Marshal. The Department also employs eleven paid-on-call members, and contracts
with Metro Paramedic Service for an additional 4 full-time members all of whom are EMT-B and firefighter certified.

The Village of Mundelein has obtained a Class 3 rating from the Insurance Services Organization (ISO). The Class 3
rating places the Fire Department in the top 2% of fire departments in the State of lllinois.

The Department provides a number of public service functions including: Citizens Emergency Response Team (CERT),
which uses specially trained members of the community to assist the department during times of emergency; CPR
Classes; Child Safety Seat Inspections; Fire Safety Education; Emergency Planning; After the Fire Public Education; and
much more.

Members of the Department serve on a variety of specialized rescue teams, including specialists in Below Grade, Under
Water, High Angle, Structural Collapse rescue and Hazardous Materials Incidents. Mundelein’s highly professional
department works closely with it's neighboring municipal departments and fire protection districts through the use of
Mutual Aid Agreements to maximize the fire and medical response available to the residents. In addition to their superior
technical performance the Fire Department personnel are actively involved in Community celebrations and events,
including the annual department Open House, sponsoring blood drives, conducting the annual pancake breakfast,
participating in the 4t of July Parade, and visiting at neighborhood block parties.

In October 2007, the Village hired a new fire chief, upon the retirement of the previous chief. The new chief began a
process to improve the staffing, equipment, and service response of the Department. The Mundelein Fire Department has
always been a highly rated department with good facilities, but increased development in the Village and region have
revealed the need for certain improvements. The Chief has implemented new training and team building regimens,
restructured the command staff, improved community outreach efforts and began a full analysis of departmental services
and emergency response activities. This ongoing effort promises to propel the Department to a new plateau of excellence
in the years ahead.



OTHER INFORMATION

Independent Audit. State statute requires an annual audit by independent certified public accountants. The firm of
McGladrey & Pullen, LLP was selected by the Village's audit committee to conduct the 2008 fiscal year audit. The Village
did not have grants in sufficient amounts to require compliance with the federal Single Audit Act and related OMB Circular
A-133. The auditors' report is included in the financial section of the report.

Awards. The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for Excellence in
Financial Reporting for fiscal year ending April 30, 2007. This was the fourteenth year that the Village has made
application for, and received, this prestigious award.

In order to be awarded a Certificate of Achievement, the Village published an easily readable, and efficiently organized
comprehensive annual financial report. This report satisfied both generally accepted accounting principles and applicable
legal requirements.

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

Acknowledgments. The preparation of the comprehensive annual financial report on a timely basis was made possible
by the dedicated service of the entire staff of the finance department. Each member of the department has our sincere
appreciation for the contributions made in the preparation of this report.

In closing, credit must be given to the President and Board of Trustees for their unfailing support for maintaining the
highest standards of professionalism in the management of the Village of Mundelein’s Finances.

Sincerely,
John A. Lobaito Mary K. Hatton
Village Administrator Finance Director
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McGladrey &Pullen

Certified Public Accountants

Independent Auditor’s Report

The Honorable Village President
Members of the Board of Trustees
Village of Mundelein, lllinois

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund and the aggregate remaining fund information of the Village of Mundelein Illinois, as of and for the
year ended April 30, 2008, which collectively comprise the Village’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the management of the Village of Mundelein, lllinois.
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.
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, the business-type activities, each major fund and the aggregate
remaining fund information of the Village of Mundelein, lllinois, as of April 30, 2008, and the respective changes in
financial position and cash flows, where applicable, thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

The required supplementary information which includes management’s discussion and analysis (pages 2 - 13),
budgetary comparison information (page 54) and pension related information (pages 55 and 56) is not a required part
of the basic financial statements but is supplementary information required by 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 the
basic financial statements of the Village of Mundelein, lllinois. The combining and individual nonmajor fund financial
statements and other schedules, listed in the table of contents as supplemental data (pages 58 to 108), are presented
for purposes of additional analysis and are 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 introductory section and statistical section as listed in the table of contents are presented for purposes of
additional analysis and are not a required part of the basic financial statements. This information has not been
subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we

express no opinion on them.
%@M / /mé&%/ e~

Schaumburg, Illinois
September 23, 2008

McGladrey & Pullen, LLP is a member firm of RSM International — 1
an affiliation of separate and independent legal entities.



VILLAGE OF MUNDELEIN, ILLINOIS MANAGEMENT'S
DISCUSSION AND ANALYSIS
April 30, 2008

The Village of Mundelein (the "Village") Management's Discussion and Analysis is designed to (1) assist the reader in
focusing on significant financial 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
material deviations from the financial plan (the appropriation), 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 and the
Village's financial statements.

Financial Highlights

e The Village’s net assets (see table 1) increased by $7.2 million (or 5.3%) during the fiscal year ending April
30, 2008 (FYEO08). The governmental net assets increased by $7.4 million from FYE 07 and the business-
type activities net assets decreased by $0.2 million from FYE 07.

e The Village's total change in net assets (see table 2) decreased by $1.2 million compared to FYEQ7. The
general government activities changes in net assets decreased by $1.9 million and the business-type
activities changes in net assets increased by $0.7 million.

e The governmental activities revenue increased by $1.1 million (or 3.2%). The expenses increased by $3.0
million (or 11.9%).

e The business-type activities revenues increased by $1.0 million (or 14.1%). The expenses increased by
$0.3 million (or 3.8%).

e The total cost of all Village programs increased by $3.3 million (or 9.9%).
USING THE FINANCIAL SECTION OF THIS COMPREHENSIVE ANNUAL REPORT

The 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 14-17) are designed to be corporate-like in that all
governmental and business-type activities are consolidated into columns, which add to a total for the Primary
Government. The focus of the Statement of Net Assets (the "Unrestricted Net Assets") is designed to be similar to
bottom line results for the Village and its governmental and business-type activities. This statement combines and
consolidates 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 16-17) 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.

2
(See independent auditor’s report.)



VILLAGE OF MUNDELEIN, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

The Governmental Activities reflect the Village's basic services, including police, fire, public works, engineering,
community development, and administration. Shared state sales, local sales and shared state income taxes finance
the majority of these services. The Business-type Activities reflect private sector type operations (Water and
Wastewater), 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 18-21) presentation is presented on a sources and uses of liquid resources
basis. This is the manner in which the financial plan (the appropriation) 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 appropriation
compliance associated therewith.

The Fund Financial Statements also allow the government to address its Fiduciary Fund (Police and Firefighter's
Pensions, see pages 26-27). While this Fund represents trust responsibilities of the government, these assets are
restricted in purpose and do not represent discretionary assets of the government. Therefore, these assets are
not presented as part of the Government-Wide Financial Statements.

While the Total column on the Business-type Fund Financial Statements (see pages 22-25) is the same as the
Business-type column at the Government-Wide Financial Statement, the Governmental Major 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 19 and 21). 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 - roads, bridges, storm sewers, etc.) have not been
reported nor depreciated in governmental financial statements. GASB 34 requires that these assets be valued and
reported within the Governmental column of the Government-wide Statements. Additionally, the government
must elect to either (1) depreciate these assets over their estimated useful life or (2) develop a system of
asset management designed to maintain the service delivery potential to near perpetuity. If the government
develops the asset management system (the modified approach), 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 has chosen to depreciate assets
over their useful life. If a road 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.

Financial Analysis of the Village as a Whole

In accordance with GASB Statement No. 34, the Village has presented a comparative analysis of Government-
wide information.

3
(See independent auditor’s report.)



VILLAGE OF MUNDELEIN, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

GOVERNMENT-WIDE STATEMENT

Statement of Net Assets

The Village's combined net assets increased by $7.2 million from FYEO7 — increasing from $135.8 million to $143.0
million. The following analysis will look at net assets and net expenses of the governmental and business-type
activities separately. The total net assets for the governmental activities increased by $7.4 million from $97.0 to
$104.4 million. The total net assets for business-type activities decreased by $0.2 million from $38.8 million to $38.6
million.

Table 1 reflects the condensed Statement of Net Assets compared to FYEQ7. Table 2 will focus on the changes in
net assets of the governmental and business-type activities.

Table 1
Statement of Net Assets
As of April 30, 2008

(In millions)
Governmental Business-Type
Activities Activities Total

2008 2007 2008 2007 2008 2007
Current and other assets $ 400 $ 366 $ 88 $ 92 $ 488 $ 458
Capital assets 03.7 90.5 33.9 34.0 127.6 124.5
Total assets $ 1337 $ 1271 $ 427 $ 432 $ 1764 $ 1703
Long-term liabilities 154 16.3 2.9 3.2 18.3 195
Other liabilities 13.9 13.8 1.2 1.2 15.1 15.0
Total liabilities $ 293 $ 301 $ 41 $ 44 $ 334 $ 345
Net Assets:
Invested in capital
assets, net of debt $ 782 $ 740 $ 308 $ 306 $ 1090 $ 104.6
Restricted 9.0 8.7 6.6 6.0 15.6 14.7
Unrestricted 17.2 14.3 1.2 2.2 18.4 16.5
Total net assets $ 1044 $ 970 $ 386 $ 388 $ 1430 $ 1358

For more detailed information see the Statement of Net Assets (page 14 -15).
Normal Impacts

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

4
(See independent auditor’s report.)



VILLAGE OF MUNDELEIN, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

Net Results of Activities - which will impact (increase/decrease) current assets and unrestricted net assets.

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 Non-borrowed Current Assets on New Capital which will (a) reduce current assets and increase
capital assets and (b) will reduce unrestricted net assets 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 assets 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

The Village's $7.2 million increase in combined net assets (which is the Village's bottom line) was the result of
governmental activities net assets increasing by $7.4 million and the business-type activities net assets decreasing by
$0.2 million. The governmental activities total assets increased by $6.6 million and the governmental activities total
liabilities decreased by $0.8 million. The change in total assets was the result of an increase of $3.4 million in current
and other assets and a $3.2 million increase in capital assets. The change in total asset results predominantly from
increases in cash and investments. The change in capital assets results predominantly from adds to construction in
progress for the west-side water facilities improvements and the current street improvement project.

The increase in governmental activities total liabilities was the result of an increase in current liabilities of $0.1 million
and a decrease in other liabilities of $0.9 million. The current liabilities change was predominantly the result of
increase accounts payable. The other liabilities change was the result of the retirement of existing GO Bonds. The
use of restricted net assets for governmental activities is governed by state statute or Village ordinance. The Village's
unrestricted net assets for governmental activities, the part of net assets that can be used to finance day-to-day
operations, increased by $2.9 million.

The net assets for business-type activities decreased by $0.2 million. The business-type total assets decreased by
$0.5 million and the business-type activities total liabilities decreased by $0.3 million. The change in total assets
was the result of a decrease of $0.4 million in current and other assets and a decrease of $0.1 million capital assets.
The change in total assets results predominantly from a decrease in cash and investments and a decrease due to
depreciation in capital assets. The change in total liabilities results predominantly from a decrease in the IEPA Loan
non-current payable balance. Restricted net assets for business-type activities can only be used to finance
additions to, expansion of, or replacement of capital assets. The Village’s unrestricted net assets, the part of net
assets that can be used to finance day-to-day operation of its water and wastewater utility program, decreased by
$1.0 million.
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VILLAGE OF MUNDELEIN, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

The following chart shows the revenue and expenses of the governmental activities.

Table 2
Changes in Net Assets
For the Fiscal Year Ended April 30, 2008

(in millions)
Governmental Business-Type
Activities Activities Total
Revenue 2008 2007 2008 2007 2008 2007
Program Revenues
Charges for Service $ 65 $ 106 S 68 $ 62  $ 133  $ 16.8
Grants and contributions
Operating 0.4 0.1 0.6 0.1 1.0 0.2
Capital 2.6 - - - 2.6 -
General Revenue
Property 9.6 9.1 - - 9.6 9.1
Other taxes 14.8 13.3 - - 14.8 13.3
Other 17 14 0.7 0.8 24 2.2
Total Revenue 35.6 34.5 8.1 7.1 43.7 41.6
Expenses
Governmental Activities
General Government 7.5 7.2 - - 7.5 7.2
Public Safety 13.7 12.1 - - 13.7 12.1
Public Works 6.3 5.1 - - 6.3 5.1
Interest 0.7 0.8 - - 0.7 0.8
Business Type
Waterworks and
Sewerage - - 8.3 8.0 8.3 8.0
Total Expenses 28.2 25.2 8.3 8.0 36.5 33.2
Change in Net Assets 7.4 9.3 0.2) (0.9) 7.2 8.4
Net assets - beginning 97.0 871.7 38.8 39.7 135.8 127.4
Net assets - ending $ 1044 3 970 % 386 $ 388 $ 1430 $ 1358
6
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VILLAGE OF MUNDELEIN, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

2008 Governmental Activities Revenues 2008 Governmental Activities Expenses

Charges for
Service O General
M Grants Government

B Public Safety

| Property Taxes
‘a Other Taxes

W Other

OPublic Works

Olnteres

2007 Governmental Activities Revenues 2007 Governmental Activities Expenses

Charges for
Service

B Grants

OGeneral
Government

B Public Safety

‘ Property Taxes
‘d Other Taxes

m Other OlInterest

OPublic Works

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

Revenues:

Economic Condition which can reflect a declining, stable or growing economic environment and has a
substantial impact on state income, sales and home-rule sales 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, wastewater, impact fee, building fees,
home rule sales tax, etc.)

Changing Patterns in Intergovernmental and Grant Revenue (both recurring and nonrecurring) - 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 longer average
maturity than most governments and the market condition may cause investment income to fluctuate more than
alternative shorter-term options.
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VILLAGE OF MUNDELEIN, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

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.

Increase in Authorized Personnel - changes in service demand may cause the Village Board to
increase/decrease authorized staffing. Staffing costs (salary and related benefits) represent significant portions of the
Village's operating cost.

Salary Increases (annual adjustments and merit) - the ability to attract and retain human and intellectual
resources requires the Village to strive to approach a competitive salary range position in the marketplace.

Inflation while overall inflation appears to be reasonably modest; the Village is a major consumer of certain
commodities such as supplies, fuels and parts. Some functions may experience unusual commodity specific
increases.

Current Year Impacts

Governmental Activities
Revenue:
Total revenues increased $1.1 million from $34.5 to $35.6 million.

The Governmental activities program revenues for charges for service decreased $4.1 million predominantly the
result of development related activities including reimbursement from developers for plan review expenditures, and
inspections; and receipt of development impact fees. The Program revenues for capital and operating grants and
contributions had a net increase of $2.9 million, which was the result of a grant for E911 emergency communication
equipment, and donations of infrastructure capital assets.

The governmental activities general revenue includes property taxes, and other taxes (sales tax, home-rule sales tax,
hotel-motel tax, and state shared income tax). Property taxes increased $0.5 as a result of increases needed for Police
Pension, Firefighter Pension, lllinois Municipal Retirement Pension and Social Security retirement costs for the Village.
The Equalized Assessed Value (EAV) increased 6.6% to $908,746,131. The new construction portion of the EAV
increase was 1.6% with the balance attributed to general market reassessment changes. The Village increased the
home-rule sales tax rate from %% to 1% effective 7-1-2006. In addition, telecommunication tax increased due to a rate
increase from 1% to 4.5% effective 7-1-2006.

Expenses:
The Village's Governmental Activities total expenses increased by $3.0 million from $25.2 to $28.2 million.

The Village’s General Government function expenses increased by $0.3 million. The expenses consist of actual
expenditures for the general government fund and other governmental funds, the amount of capital assets subtracted
out, the amount of depreciation added and the change in long-term debt for compensated absences. The net change
in capitalized assets for the governmental function expenses between FYEO7 and FYEO8 was $3.3 million. This
resulted predominantly due to construction projects for street reconstruction and west-side infrastructure improvements
being added to construction in progress. Personnel service costs increased due to the general wage increase of 3%
given in May 2007, the addition of budget personnel positions and the increase in group health insurance costs of 6%.
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VILLAGE OF MUNDELEIN, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

The Village's Public Safety function expenses increased by $1.6 million. Personnel services costs increased due to the
general wage increase of 3% given in May 2007, the addition of budget personnel positions and the increase in group
health insurance costs of 6%. A departmental restructuring in the Fire Department had begun with the hiring of a new
Fire Chief in October 2007.

The Village’s Public Works function expenditures increased by $1.2 million. Personnel services costs increased due to
the general wage increase of 3% given in May 2007 and the increase in group health insurance costs of 6%. Increases
in capital projects for the Westside improvements resulted in the remainder of the increase.

Due to low levels of unemployment and high demand for skilled employees in the region, it is important that the Village
provide competitive compensation levels for its employees. An annual salary survey is conducted and pay scales
adjusted. A 3% cost of living adjustment was made to the pay scale in May 2007.

Business-type Activities
Revenues:
Total Business-type Activity revenues increased $1.0 million from $7.1 to $8.1 million.

The Business-type activities program revenues for charges for services increased $0.6 million resulting from
increases in water and wastewater user rates as applied to consumption. Operating grants and contributions
increased by $0.5 million. There were no Program revenues for capital grants and contributions.

Business-type activities general revenue decreased by $0.1 million and is predominantly the result of a reduction in
impact fees received from development for water and wastewater infrastructure improvements.

Expenses:
Total Business-type activity expenditures increased $0.3 million from $8.0 to $8.3 million.

The Business-type activity expenses include personnel and benefit costs in conjunction with maintenance of
infrastructure. Personnel services costs increased due to the general wage increase of 3% in May 2007 and the
increase in group health insurance costs of 6%. Other economies and changes in depreciation expenses resulted in
the overall change.

FINANCIAL ANALYSIS OF THE VILLAGE'S FUNDS

Governmental Funds

For the fiscal year ended April 30, 2008, the governmental funds reflect a combined fund balance of $27.9
million, which is an increase of $3.3 million over the prior year. Included in this year's increase in fund balance
includes contribution from the developers of Grand Dominion subdivision, and $0.8 million in motor fuel tax and
$0.9 million in capital development funds planned for future projects. The primary reason for the General
Corporate Fund's increase in fund balance was the planned savings for future capital projects including the
continuation of Westside infrastructure improvements. The fund balance for the General Obligation Bond Fund
increased by $0.1 million resulting from contributions transferred from other funds to reduce future levy
requirements. The activity in the Capital Projects Fund was consolidated with the Nonmajor Governmental Funds.
See the Nonmajor Governmental Funds Combining Balance sheet in the accompanying schedules for the details.
The fund balance for the Nonmajor Governmental Funds increased by $.3 million as a result of planned savings for
future capital projects.
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VILLAGE OF MUNDELEIN, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

Major Governmental Fund

The General Fund is the Village's primary operating fund and the largest source of day-to-day service delivery. The
Fund balance of the General Fund increased by $2.9 million due to an increase in revenues over expenditures
including developer contributions, impact fees, annexation fees and building permit related activities. The General
Fund revenues increased by $0.2 million. Increases in Taxes, including property tax, sales tax, home-rules sales
tax, hotel-motel tax, and shared state taxes including income and use taxes made up the increase.  The General
Fund expenditures increased by $3.6 million substantially due to Public Works capital project for the Westside
infrastructure improvements associated with the Grand Dominion development and personnel costs increases.

General Fund Budgetary Highlights

The Village of Mundelein falls under the provisions of 65 ILCS 5/8-2-9 of the lllinois Statutes regarding annual
appropriations for municipalities of less than 500,000 inhabitants. The appropriation ordinance is the corporate
authority's authorization to expend sums of money deemed necessary to defray all necessary expenses and liabilities
of the municipality. As such, the figures presented in this report are Village appropriations but for reporting purposes
are titled budget. The appropriation ordinance is derived from and expands upon an annual operating budget
approved by the Village Board. The annual operating budget is the internal document used by the Village to control
day to day expenditures of the Village and to plan for long-range capital infrastructure improvements. The annual
operating budget plus funds on-hand are included in the appropriation totals. During FY08, the Village Board
adopted an appropriation transfer ordinance. This Ordinance was primarily for the purpose of transferring
appropriation amounts within the fund. No additional appropriations were made during the year.

General Fund Budget Highlights

Original Amended
General Fund Budget Budget Actual

Revenues and other financing sources
Taxes $ 185 $ 18.5 $ 19.2
Other 7.1 7.1 7.3
Total 25.6 25.6 26.5

Expenditures and Transfers

Expenditures 29.3 29.3 23.4
Transfers 0.2 0.2 0.2
Total 29.5 29.5 23.6
Change in Fund Balance $ (3.9) $ B9 $ 29

The General Fund actual revenues were $0.9 million more than the original budget. The Taxes category of revenues
was $0.7 million more than the original budget while the Other category of revenues was $0.2 above of the original
budget. The increases in telecommunication tax, income tax and investment income account for the majority of the
difference.
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VILLAGE OF MUNDELEIN, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

The General Fund actual expenditures were $5.9 million less than the original budget and amended budget. During
the year the Village began infrastructure improvements necessitated by development activities with revenues
received from developer-advanced donations. Continual monitoring and adjustments in actual spending are practiced
during each year. For further detailed information see the Schedule of Expenditures — Budget and Actual by Function
and Object for the General Fund presented in this combining and individual fund financial statements and schedules.

Capital Assets

At the end of FY08, the Village's Governmental Fund had invested $93.8 million net of depreciation in a variety of
capital assets and infrastructure, as reflected in the following schedule. See Notes to Financial Statement #5 for further

detail.

Land

Construction in Progress

Buildings

Land improvements

Machinery and equipment

Sidewalks

Streets

Traffc signals

Storm sewers

Water and sanitary sewer
Total

Table 3

Capital Assets at Year End
Net of Depreciation

(In Millions)
Governmental Business-Type

Activities Activities Total
2008 2007 2008 2007 2008 2007
$ 411 $ 410 $ 17 $ 17 $ 428 $ 427
4.9 4.4 1.8 0.9 6.7 5.3
17.1 19.6 16.5 21.2 33.6 40.8
0.8 2.6 0.8 2.6
1.0 6.8 0.7 2.6 17 94
3.8 5.4 3.8 5.4
15.7 27.3 15.7 27.3
0.1 0.3 0.1 0.3
9.3 11.7 9.3 11.7
13.2 29.3 13.2 29.3
$ 938 $ 1191 $ 339 $ 557 $§ 1277 $ 1748
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VILLAGE OF MUNDELEIN, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

Table 4
Change in Capital Assets
(in millions)
Governmental Business-Type
Activities Activities Total

Beginning Balance $ 90.5 $ 34.0 $ 1245
Additions

Depreciable 4.9 1.0 5.9

Non-Depreciation 0.1 - 0.1

Construction in Progress 35 13 4.8
Retirements

Depreciable

Non-Depreciation

Construction in Progress (3.1 (0.4) (3.5
Depreciation (2.1) (2.0) (4.2)
Ending Balance $ 93.8 $ 33.9 $ 127.7

Projects added to construction in progress for the Governmental Activities includes the Winchester Tower, West
Hawley improvements, Westside Pressure Zone improvements and CMAQ Bike Path. Projects added to the
Business-Type Activities includes Wastewater treatment clarifier replacements, Sanitary sewer main replacements,
and Lift Station rehabilitation.

Projects retired from the Governmental Activities include the 2007 Street Improvement Project and the Anatol Roof
replacement.  Projects retired from construction in progress for the Business-type Activities includes Wetland
Mitigation and Water Well Rehabilitation.

Debt Outstanding

In 1998, the Village issued General Obligation Bonds as the first in a planned three issues to fund the construction of
a new fire station, new fire station headquarters and a new police station. In 1999, the Village issued General
Obligation Bonds, the second and last issue, relating to the new public safety facilities. As of April 30, 2008, the
Village owes $4.7 million and $6.2 million in principal, respectively.

In 2005, the Village issued General Obligation Bonds for general corporate purposes including land acquisition and
public improvements. As of April 30, 2008 the Village owes $4.7 million in principal. The Village of Mundelein
sought and received a Moody’s rating increase from AA3 to AA2.

In 1998, the Village received an lllinois Environmental Protection Agency Loan under their revolving loan program.
As of April 30, 2008, the Village owes $3.2 million in principal. Since the loan was issued for the acquisition of
capital assets for the wastewater system, it is reported as a business-type activity.
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VILLAGE OF MUNDELEIN, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

The Village, under its home rule authority, does not have a legal debt limit.
For further information about the Village's debt balances and activities, see Notes to Financial Statement #6.
Economic Factors

In January 2005, the Village Board created a 99-acre Tax Increment Financing District (TIF) and authorized Tax
Increment Financing for the core downtown area surrounding the commuter rail station.

In 2005, the Village Board annexed a 100-acre parcel slotted for a 500,000 sg. ft. retail shopping center across the
street from Mundelein Crossing shopping center. An economic incentive agreement was executed, which provides
for the Village to retain the first $150,000 in new sales taxes and sharing the excess 50/50 with the developer for a
13-year period to a maximum of $6,000,000 plus interest. Due to economic conditions and third party litigation, this
development has not proceeded at this time.

In 2005, the Village Board approved a 10 acre redevelopment agreement within the Tax Increment Financing District
for the construction of 541 condominium units with the potential of $4.5 million in Tier #1 TIF redevelopment project
cost notes and $2.5 million in Tier #2 TIF redevelopment project costs notes to be funded through the tax increment
generated in the 10 acre redevelopment project area. The first 84-unit condominium building was occupied in 2007.
Due to the downturn in the housing market and the economy in general, construction of additional units has come to
a stop in this development.

In 2005, the Village Board annexed a 317-acre development with the potential of 727 single-family residential units in
an age-restricted development. Four hundred fifty residential occupancy permits have been issued within this “active
adult community” development. Due to the downturn in the housing market and the economy in general, construction
has slowed in this development.

Per capita income remained constant between 2007 and 2008. The unemployment rate increased between 2007
and 2008 to 5.0%.

CONTACTING THE VILLAGE'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, customers, investors and creditors with a general overview of
the Village's finances and to demonstrate the Village's accountability for the money it receives. Questions
concerning this report or requests for additional financial information should be directed to Mary K. Hatton, Finance
Director, Village of Mundelein, 440 E. Hawley Street, Mundelein, lllinois 60060.
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Village of Mundelein, lllinois

Statement of Net Assets

April 30, 2008
Governmental Business-Type
Activities Activities Total
Assets
Current
Cash and investments 25,664,768  $ 7554552 $ 33,219,320
Receivables
Property taxes 10,298,383 - 10,298,383
Accounts 318,116 1,141,483 1,459,599
Accrued interest 87,332 23,215 110,547
Inventories 16,229 - 16,229
Due from other governments 3,227,742 - 3,227,742
Prepaid items 365,464 64,020 429,484
Total current assets 39,978,034 8,783,270 48,761,304
Noncurrent
Capital assets (net of
accumulated depreciation)
Land 41,112,439 1,718,514 42,830,953
Construction in process 4,851,720 1,785,127 6,636,847
Buildings 17,136,465 16,515,099 33,651,564
Improvements other than buildings 772,514 13,183,676 13,956,190
Machinery, equipment and vehicles 986,360 712,067 1,698,427
Sidewalks 3,813,382 - 3,813,382
Streets, curbs and gutters 15,671,342 15,671,342
Traffic signals 112,498 112,498
Storm sewers 9,294,411 - 9,294,411
Total noncurrent assets 93,751,131 33,914,483 127,665,614
Total assets 133,729,165 $ 42,697,753 3 176,426,918

See Notes to Financial Statements.
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Village of Mundelein, lllinois

Statement of Net Assets - Continued
April 30, 2008

Governmental Business-Type
Activities Activities Total
Liabilities
Current
Accounts payable 693,010 698,724 $ 1,391,734
Accrued payroll 630,803 81,558 712,361
Accrued interest payable 276,894 - 276,894
Refundable deposits - 89,068 89,068
Unearned property tax revenue 10,285,314 - 10,285,314
Compensated absences payable 619,702 76,950 696,652
Other liabilities 501,727 - 501,727
General obligation bonds payable 885,000 - 885,000
IEPA loan payable - 261,407 261,407
Total current liabilities 13,892,450 1,207,707 15,100,157
Noncurrent
Pension benefit obligation 690,426 - 690,426
IEPA loan payable - 2,895,957 2,895,957
General obligation bonds payable, net 14,714,191 - 14,714,191
Total noncurrent liabilities 15,404,617 2,895,957 18,300,574
Total liabilities 29,297,067 4,103,664 33,400,731
Net Assets
Invested in capital assets, net of
related debt 78,151,940 30,757,119 108,909,059
Restricted
Debt service 559,790 - 559,790
Capital improvements 4,016,760 6,570,031 10,586,791
Other improvements 3,709,853 - 3,709,853
Employee benefits 310,131 310,131
Public safety 447,812 - 447,812
Unrestricted 17,235,812 1,266,939 18,502,751
Total net assets 104,432,098 38594089 § 143,026,187

See Notes to Financial Statements.
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Village of Mundelein, lllinois

Statement of Activities
Year Ended April 30, 2008

Program Revenues

Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Governmental activities
General government 7471651 $ 2,725,362 $ 20,819 $
Public safety 13,672,253 1,602,824 120,546 -
Public works 6,360,218 2,161,959 257,227 2,625,848
Interest expense 673,953 - - -
Total governmental activities 28,178,075 6,490,145 398,592 2,625,848
Business-type activities
Waterworks and Sewerage 8,343,929 6,760,060 665,926
Total business-type activities 8,343,929 6,760,060 665,926
Total 36,522,004  § 13250205 $ 1064518 $ 2625848

See Notes to Financial Statements.

General revenues
Taxes
Property taxes
Sales tax
Home rule sales tax
Hotel occupation tax
Income tax
Use tax
Road and bridge tax
911 surcharge tax
Replacement tax
Telecommunications tax
Other taxes
Investment income
Miscellaneous
Total general revenues

Change in net assets
Net assets - beginning

Net assets - ending
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Net (Expense), Revenue and Changes in Net Assets

Governmental Business-Type

Activities Activities Total
(4,725,470) $ $ (4,725,470)
(11,948,883) (11,948,883)
(1,315,184) (1,315,184)
(673,953) (673,953)
(18,663,490) (18,663,490)
(917,943 (917,943
(917,943) (917,943)
(18,663,490) (917,943 (19,581,433)
9,596,488 9,596,488
5,160,880 5,160,880
3,967,036 3,967,036
356,935 356,935
3,166,335 3,166,335
422,602 422,602
149,537 149,537
261,260 261,260
124,166 124,166
1,043,307 1,043,307
142,758 - 142,758
1,645,258 471,791 2,117,049
101,902 199,187 301,089
26,138,464 670,978 26,809,442
7,474,974 (246,965) 7,