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June 13, 2012

TO: Mayor and City Council
FROM: Thomas A. Thanas, City Manager

SUBJECT: Receipt of the 2011 Comprehensive Annual Financial Report

A continuing financial reporting milestone has again been reached with the completion of the 2011 Audit. This is
the thirteenth year that the Auditors have issued an unqualified opinion. This will allow the Administration to again apply
for the Certificate of Achievement for Excellence in Financial Reporting as awarded by the Government Finance Officers’
Association. Last year the City, for the twelfth time, received the Certificate of Achievement for Excellence. The
Certificate is an award designed to recognize and encourage excellence in financial reporting by state and local
governments. The attainment of a Certificate of Achievement represents a significant accomplishment for a government
and its management.

CONCLUSION:

The 2011 CAFR will be reviewed by the Finance Committee at their June 19, 2012 meeting along with a
representative of the auditing firm.

RECOMMENDATION:

It is recommended that the 2011 CAFR be received and placed on file.

Respectfully submitted,

Thewias A 7hava s

Thomas A. Thanas

City Manager
CONCURRENCES:
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Kenneth R. Mihelich achel L. Mayer
Director of Management and Budget Finance Director
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May 31, 2012

To the Honorable Mayor, Members of the City Council
‘And the Citizens of the City of Joliet:

Letter of Transmittal

The Comprehensive Annual Financial Report (CAFR) of the City of Joliet, Nlinois for the year ending
December 31, 2011 is hereby submitted. This report provides a broad view of the City's financial activities
and its financial position as of December 31, 2011. lilinois statues and local ordinances require all general
purpose local governments to publish annually, a complete set of financial statements presented in
conformance with Generally Accepted Accounting Principles (GAAP) and audited in accordance with

Generally Accepted Auditing Standards (GAAS) by a firm of licensed certified public accountants.

Responsibility, for both the accuracy of the data and the completeness and fairness of the presentation,
which includes all disclosures based upon a comprehensive framework of internal control, rests with the
management of the City. Because the cost of internal controls should not exceed the anticipated benefits,
the objective of this report is to provide reasonable, rather than absolute, assurance that the financial
statements are free of any material misstatements. To the best of our knowledge and belief, the enclosed
data is accurate in all material respects and is reported in a manner that presents fairly the financial position
and results of operations of the various funds and component units of the City of Joliet. All disclosures
necessary to enable the reader to gain an understanding of the City of Joliet’s activities have been included.

Wermer, Rogers, Doran & Ruzon LLC, a firm of licensed certified public accountants, has audited the City of
Joliet's financial statements. The goal of the independent audit was to provide reasonable assurance the
financial statements presented for the year end are free of material misstatement. The independent audit
involved the examination, on a test basis, evidence to support the amounts and disclosures in the financial
statements; assessment of the accounting principles used and the significant estimates made by
management; and evaluation of the overall presentation. Based on their work, the independent auditor
concluded that there was a reasonable basis for rendering an unqualified opinion that the financial
statements presented in the financial section of this report were presented in conformity with GAAP.

As a recipient of various federal and state grant funds, the City of Joliet is required to undergo an annual
single audit in conformity with the provisions of the Single Audit Act Amendments of 1996 and the U.S. Office
of Management and Budget Circular A-133, Audits of Stale, Local Govermnments and Non-Profit
Organizations. The audit contains information as to whether activities related to grant funds are presented
fairly in the basic financial statements; internal controls are sufficient to provide reasonable assurance that
the funds are managed properly; and compliance with grant requirements. The single audit report is issued
as a separate report.

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



Profile of Government
The government, incorporated in 1852, is located in the northeastern part of the lllinois, which has long been
considered to be the top growth area in the state. The City currently has a land area of 63 square miles and
a population of 147,433, as of the 2010 U.S. Census. The government is empowered to levy a property tax
on real estate property Iocated within its boundaries. The Clty also has the power by state statute to extend
its corporate limits by annexation, which is done periodically when deemed appropriate by the City Council.
Additional demographic information can be found in the statistical section of this report.

The City has operated under the Council-Manager form of government since 1955. Policymaking and
legislative authority are vested in the City Council, which consists of a mayor and an eight-member council.
The City Council sets policy for the City, adopts ordinances and resolutions, adopts the annual budget and
approves all expenditures. Council members are elected to a four-year staggered term with three at-large
council members and five district council members elected every four years. The Mayor is elected to a four-
year term. The Mayor and Council members are elected on a non-partisan basis. The City Manager is
responsible for carrying out the policies and ordinances of the City Council, overseeing the day-to-day
operations of the City and appointing the directors of the City’s departments.

The City provides a full range of services including police and fire protection; refuse, recycling services and
yard waste; parking management, construction and maintenance of highways, streets and infrastructure, as
well as water and wastewater treatment faculntles The City owns Silver Cross Fleld home to the Joliet
Siammers basebali Gfgaﬁiiali(‘)ﬁ and operates Billie Limacher Bicentennial Park; both are located in
downtown' Joliet. . The accompanying report includes all funds and subsidiary accounts of the primary

government, the City of Joliet as legally defined, as well as its component units. The Joliet Public Library,

" - The Will County Metropolitan Exposition and Audltorlum Authority (commonly known as the Rialto Square
o Theatre) and The Joliet Area Historical Museum are reported as discretely presented component units.
--:Component units are legally separate entities, for which the City is financially accountable.

Accountmg System and Budgeting '
“Fhe accounts of the City are organized on the basis of funds wuth a separate set of self-balancung accounts
hat comprise its assets, liabilities, fund balances, revenues, and expenditures. Resources are allotted to,
--and accounted for within individual funds based upon the purposes for which the funds are to be spent and
..’-the means by wh:ch the spendlng activntles are controlled A

The C|tys accountmg records are mamtalned on a modified accrual basis of accounting for governmental
ifuhds and the accrual -basis for. proprietary and pension trust funds. Under the modified accrual basis of
. gecounting, revenues are recorded when measurable and available to liquidate obligations of the current
.." period. Expendltures .are recorded when a liability is incurred that is expected to draw upon current financial

" resources:. Under the accrual basis of accounting, revenues are recognized when earned and expenses are
- - recognized when the liability is incurred or economic asset used. At year-end the City makes certain
adjustments to the accounting records to permit preparation of certain financial statements on the accrual
basis to comply with GAAP.

The annual budget serves as the foundation for the City’s financial planning and control. The City Manager
presents a recommended budget to the City Councnl a series of public hearings are held, and final adoption
of the budget occurs before December 31*. The City is working towards developing a long range
strategicffinancial plan in cooperation with the annual budget process. The City Council also approves an
annual appropriation by March 31* of each year. A budget to actual comparison is provided within the
required supplementary information subsection at the end of the financial section of this report.

Factors Affecting Financial Condition
The information presented in the financial statements is best understood when it is considered from the
broader perspective of the specific environment within which the City operates.

Local Economy: The City of Joliet is the fourth largest city in lllinois; consequently, the City has
experienced the effects of the national economic recession of the last several years. However, despite the
current economic state, the City continues to move forward and diversify its economic development portfolio.



While residential growth has slowed dramatically, the City has positioned itself to become the largest inland
port in the nation. Beginning in 2008, the City annexed when approximately 3,600 acres on the southeast
portion of the City by CenterPoint Properties to develop an intermodal railroad/industrial park project valued
at time of build out in excess of $2 billion. The build out of this property continues to provide employment
opportunities for many in the community.

The award of a $30 million grant in 2010 from the State of lllinois for the construction of a new multimodal
transportation center in downtown will make Joliet the first stop on the new high-speed rail line from Chicago
to St. Louis. The total project is estimated at $42 million and includes reworking the track area around the
current Union Station to provide a more safe and efficient method of interaction between commuter and
freight lines. In August 2011, the City signed a $3.0 million contract with Knight Engineering for the
professional and architectural services portion of the project.

In addition to these new transportation related projects, the City pulls its economic strength from the diversity
of its industry and its location in the southwest region of Chicagoland. The City’s varied economic base
includes two riverboat casinos, as well as healthcare, retail, higher-education, and manufacturing institutions.
During 2011, the City reported several additions to its retail market including, H.H. Gregg Appliances, and
eleven new tenant built outs including the Tilted Kilt, Chipotle, Zip Fitness, and numerous remodels at the
Westfield Louis-Joliet Shopping Center. The City is also home to the Chicagoland Speedway, whose events
bring in additional hotel/motel tax receipts annually. Down from previous years, the gaming industry remains
the second largest revenue stream for the City, accounting for $21.8 million of the $128.2 million or 17
percent of general revenues in 2011.

Overall, it appears that 2011 was a rebuilding year. Sharp increases were seen in single family remodeling;
new housing starts were up slightly from 2010. And although new commercial starts were down from the
prior year, there was a marked increase in commercial remodeling, additions, and institutional remodeling.
While the total valuation has decreased the City is seeing reoccupation of structures to the point that the
number of available vacant commercial properties is very limited.

Future Outlook: In September of 2011, the Mayor and City Council voted to increase the following fees and
tax rates: ambulance billing fees, electric tax, telecommunications tax, natural gas tax, and the home rule
sales tax. Additionally a new tax was implemented for third party provided natural gas. All of these increases
will provide incremental increases in 2012 and full year increases in 2013. These increases were enacted to
balance annual revenues and operating expenditures; as well as move away from the reliance on one-time
revenues to support operating costs.

While the City has made significant strides over the last few years to stabilize its finances there are still areas
that will need to be addressed to ensure future stability. Most significantly are costs related to the City's
employees including payroll expenses, pension costs, and other postemployment benefits (OPEB). These
coupled with the increasing costs to replace postponed capital equipment, as well as, costs needed to repair
and replace roadway, water and wastewater infrastructure will require the City to manage closely its
resources over the next several years.

Debt Administration: The City of Joliet is a home rule unit of government and therefore has no legal
limitation on its debt. However, the City has maintained a very small portfolio of debt which has been very
beneficial in its overall financial stability. At year-end the City has only one outstanding general obligation
bond series, with outstanding principal of $9.3 million. The City also initiated three refinancings (November
2010, December 2011, and January 2012) of the Water & Sewer Revenue bonds to decrease its overall debt
service by approximately $630,000 without extending the debt repayment schedule. At year-end the total
principal outstanding on the Water & Sewer Revenue bonds was $46.4 million. Additionally, the City was
able to secure two low interest loans from the Hiinois Environmental Protection Agency loans totaling
approximately $15 million, for improvements to the City’s water and sewer infrastructure.

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 City of Joliet for its Comprehensive
Annual Financial Report (CAFR) for the year ended December 31, 2010. This was the twelfth consecutive
year the City received this prestigious award.

Vi



In order to be awarded a Certificate of Achievement, a government must publish an easily readable and
efficiently organized comprehensive annual financial report. This report satisfied both accounting principles
generally accepted in the United States of America 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.
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Independent Auditor's Report

To the Honorable Mayor and Members
of the City Council
City of Joliet, lllinois

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and the

aggregate remaining fund information of the City of Joliet, lllinois, (City) as of and for the year ended
December 31, 2011, which collectively comprise the City's basic financial statements ag listed in the table
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of contents. These financial statements are the responsnblllty of the City's management. Our
responsibility is to express opinions on these financial statements based on our audit. We did not audit
the financial statements of the Joliet Public Library, as of December 31, 2011, which represent 71 percent,
82 percent, and 53 percent, respectively, of the assets, net assets, and revenues of the aggregate
discretely presented component units; additionally, we did not audit the financial statements of the Joliet
Area Historical Museum, as of June 30, 2011, which represent 3 percent, 1 percent, and 12 percent,
respectively, of the assets, net assets, and revenues of the aggregate discretely presented component
units. Those financial statements were audited by other auditors whose reports thereon have been
furnished to us, and our opinion, insofar as it relates to the amounts included for the aggregate discretely
presented component units, is based on the reports of the other auditors.

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. The financial statements of Joliet Public Library, Will County Metropolitan
Exposition and Auditorium Authority, Firefighters’ Pension Fund of the City of Joliet, and Police Pension
Fund of the City of Joliet were not audited in accordance with Governmental Auditing Standards. 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 the significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that
our audit and the reports of other auditors provide a reasonable basis for our opinions.

In our opinion, based upon our audit and the reports of other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business type activities, the aggregate discretely presented component units,
each major fund, and the aggregate remaining fund information of the City of Joliet, llinois, as of
December 31, 2011 and the respective changes in financial position and, where applicable, cash flows
thereof for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

As discussed in Note 1 to the financial statements, the City adopted the provisions of
Governmental Accounting Standards Board Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions, in 2011.

1
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In accordance with Government Auditing Standards, we have also issued our report dated May 31,
2012, on our consideration of the City's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the resuits of our
audit.

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis, schedules of funding progress, schedules of employer
contributions, and budgetary comparison information on pages 3 through 12, 68 through 70, 71, and 72
through 78 respectively, be presented to supplement the basic financial statements. Such information,
although not a 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s financial statements as a whole. The introductory section, other
supplementary information, and statistical section, are presented for purposes of additional analysis and
are not a required part of the financial statements. The other supplementary information is the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied by us and the other auditors 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 financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, based on our audit and the report of other
auditors, the information is fairly stated in all material respects in relation to the financial statements as a
whole. The introductory and statistical sections have not been subjected to the auditing procedures
applied by us and the other auditors in the audit of the basic financial statements and, accordingly, we do
not express an opinion or provide any assurance on them.

Wermet, Togss, Doran & Rusyen, ZLC

May 31, 2012



CITY OF JOLIET, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2011

As management of the City of Joliet (the “City”), we offer readers of the City's financial statements this
narrative overview and analysis of the financial activities for the fiscal year ended December 31, 2011.
Please read it in conjunction with the transmittal letter beginning on page iv and the City’s financial
statements, which begin on page 13.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City of Joliet's basic financial
statements. They are primarily comprised of the following four components:

Government-wide Financial Statements (pages 13-16)

Fund Financial Statements (pages 17-31)

o Notes to the Financial Statements, and

¢ Required Supplementary Information

The City’s financial statements are presented to offer two perspectives of its financial position and results

~F ' Tha fireot
of operations. The first perspective being the financial position of the government as a whole

(Government-wide Financials) and the second financial information for the individual entities established
by the City for specific purposes (Fund Financials). Both perspectives are meant to address likely user
questions, provide a broad basis for comparison (year to year or government to government), and
enhance the City’s accountability to both its citizens and other interested parties.

Government-wide Financial Statements
The government-wide financial statements are designed to provide readers with a broad overview of the
City's finances, in @ manner similar to a private sector business.

The Statement of Net Assets presents information on all the City’s assets and liabilities, with the difference
between the two reported as net assets. Over time, increases and decreases in net assets may serve as
a useful indicator of whether the financial position of the City is improving or deteriorating.

The Statement of Activities presents information showing how the government's net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of the cash flows. Thus, revenues and expenses
are reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g.
uncollected taxes, earned but unused sick leave and vacation time, etc.).

Both of these financials statements distinguish functions of the City that are principally supported by taxes
and intergovernmental revenues (governmental activities) from other functions that are intended to
recover all or a significant portion of their costs through user fees and charges (business-type activities).
The primary governmental activities for the City include: general government, public safety (police and
fire), public works, refuse disposal, culture and recreation, and community development. Business-like
activities of the City include water, sewer, storm sewer, and parking.

The government-wide financial statements report a third type of activity known as component units. The
City's component units include; the Joliet Public Library, the Will County Metropolitan Exposition and
Auditorium Authority, and the Joliet Area Historical Museum. Although legally separate, these “component
units” are important because the City is financially accountable for them.

Other non-financial factors such as changes in the City's property tax base and the condition of the City’s
roads and infrastructure should be considered in addition to these financial statements to determine the
overall health of the City.

The government-wide financial statements may be found on pages 13-16 of this report.



CITY OF JOLIET, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2011

Fund Financial Statements

The City, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. A fund is a grouping of related accounts that is used
to maintain control over resources that have been segregated for specific activities or objectives. The
fund financial statements provide supplementary detailed information about the City's most significant
funds, but not the City as a whole. The City has three types of funds: governmental, proprietary, and
fiduciary.

Governmental Funds are used to account for most of the City's basic services, primarily those reported as
‘governmental activities” in the government-wide financial statements. Governmental Fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as year-end balances
of spendable resources. This information is useful in evaluating a government's near-term financing
requirements.

Since the focus of the governmental funds financial statements is narrower than the government-wide
statements, it is useful to compare the information presented in the governmental funds statements with
similar information presented in the government-wide statements. By doing so, readers may better
understand the long-term impact of the government's short-term financing decisions. For this purpose,
hoth the governmental fund balance sheet and the governmental fund statement of revenues,
_expenditures, and changes in fund balances present a reconciliation between the governmental funds and
governmental activities (see pages 18 and 20).

The City of Joliet maintains eight individual governmental funds. The City considers the General Fund and
the Motor Fuel Tax Fund as “major’ funds, and therefore information on these funds is presented
separately in the governmental funds balance sheet and statement of revenues, expenditures, and
changes in fund balances. The other governmental funds (Community Development Block Grant Fund,
Special Service Area Fund, Tax Increment Financing Fund, Corporate Bond and Interest Fund, the
Property Improvement Fund, and Neighborhood Improvement Fund) are combined into a single,
aggregated presentation termed nonmajor funds. Individual fund data for each nonmajor governmental
fund is provided in the form of combining statements in the Other Supplementary Information Section of
the report (see pages 99-110).

Basic governmental funds financial statements can be found on pages 17-20 of this report.

Proprietary Funds can either be enterprise funds or internal service funds. The City maintains two
enterprise funds; which are used to report the same functions presented as the business type activities in
the government-wide financial statements. The two enterprise funds are the Water & Sewer Fund and the
Parking Fund. The proprietary funds financial statements are generally reported in the same way that all
activities are reported in the government-wide financials.

The basic proprietary funds financial statements can be found on pages 21-25 of this report.

Fiduciary Funds account for resources held for the benefit of parties outside the primary government. As -
such, these funds are not reflected in the government-wide statements because the resources of those
funds are not available to support the City of Joliet's own programs. The accounting for fiduciary funds is
similar to that of the proprietary funds. The City has two fiduciary funds, the Police Pension Fund and the
Fire Pension Fund. The City is the trustee for these two pension funds and is responsible to ensure the
assets reported in them are used only for the purposes intended.

The basic fiduciary funds financial statements can be found on pages 26-27 of this report.

Notes to Basic Financial Statements

The notes provide additional information that is essential for the reader to acquire a full understanding of
the data provided in the government-wide and fund financial statements. The notes begin on page 32 of
this report.




CITY OF JOLIET, ILLINOIS
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2011

Other information

In addition to the basic financial statements and accompanying notes, this report presents certain required
supplementary information concerning the City’s employee pension obligations, budgetary comparison
schedules for the City's funds, and the combining statements for the nonmajor governmental funds
mentioned previously. This information begins on page 68 of this report.

THE CITY AS A WHOLE

One of the most important questions asked about the City's finances is, “Is the City as a whole better off
or worse off as a result of the year's activities?” Therefore, beyond presenting the current year financial
information the City also presents comparative information from the prior year in this discussion and
analysis of the current year. By doing so, the City believes that it is providing the best means for the
reader to analyze the financial condition and position of the City as of the year ended December 31, 2011.

Net Assets

The following table reflects the Condensed Statement of Net Assets.

Table 1
Condensed Statement Of Net Assets
(In Millions - Rounded)

Governmental Activities Business Type Activities  Total Primary Government

2011 2010 2011 2010 2011 2010
Current And Other .
" Assets $ 1299 $ 1226 $ 482 $ 116 % 1781 $ 164.2
Capital Assets 379.5 383.6 272.7 270.9 652.2 654.5
Total Assets 5094 506.2 320.9 312.5 830.3 818.7
Liabilities
Current 58.2 54.5 12.6 6.6 70.8 61.1
Noncurrent 105.7 92.3 52.5 52.5 158.2 144.8
Total Liabilities 163.9 146.8 65.1 59.1 229.0 205.9
Net Assets

Invested In Capital
Assets, Net Of
Related Debt 379.5 373.5 222.5 220.8 602.0 594.3
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