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COUNTY OF KANE

Kane County Finance Department
Joseph Onzick, Executive Director

Kane County Government Center
719 Batavia Avenue

Geneva, lllinois 60134

(630) 208-5113
OnzickJoseph@co.kane.il.us
Website: www.countyofkane.org

May 18, 2016

TO: The Members of the County Board, Elected Officials and the Citizens of Kane County

Ladies and Gentlemen:
Formal Transmittal of the CAFR

The Comprehensive Annual Financial Report (CAFR) for Kane County, lllinois for the Fiscal Year ended
November 30, 2015 is hereby submitted. Responsibility for both the accuracy of the data and the completeness and
fairness of the presentation, including all disclosures, rests with the County’s Finance Department. To the best of
our knowledge and belief the enclosed data is accurate in all material aspects and is reported in a manner designed to
present fairly the financial position and results of operations of various funds and activities of the County. All
disclosures necessary to enable the reader to gain an understanding of the County’s financial activities have been
included. The County’s Management’s Discussion and Analysis (MD&A) provides a narrative introduction,
overview and analysis of the basic financial statements and can be found on pages 4-23 in the financial section of
the CAFR. The MD&A complements this transmittal letter and should be read in conjunction with it.

State Statutes require an annual audit by independent certified public accountants. The County Board selected the
accounting firm Baker Tilly Virchow Krause, LLP to perform the annual audit. In addition to meeting the
requirements set forth in state statutes, the audit also was designed to meet the requirements of the federal Single
Audit Act of 1984, as amended, and related OMB Circular A-133. The Independent Auditors’ Report expressing an
unmodified opinion on the basic financial statements is included in the financial section of this report. Information
related to the single audit, including the schedule of expenditures of federal awards, findings and recommendations,
and the report of independent public accountants on the internal control structure and compliance with applicable
laws and regulations are included in a separate single audit report.

Profile of the Government
REPORTING ENTITY

The Financial Reporting Entity includes all organizations, activities, functions, funds and component units for which
the County is financially accountable. Financial accountability is defined as the appointment of a voting majority of
the component unit’s board, and either (1) the County’s ability to impose its will over the component unit, or (2) the
possibility that the component unit will provide a financial benefit to or impose a financial burden on the County.

The Forest Preserve District of Kane County (the "District") is reported as a discretely presented component unit of
the County. The County and the District operate independently of one another; the discrete presentation accurately
reflects the activity and balances of the County and the District.

The County provides a broad range of services including but not limited to Sheriff law enforcement operations,
administration of the County court system, maintenance of vital public records, construction and maintenance of
County roads and bridges and the maintenance of facilities used to conduct County business. The County is
responsible for maintaining and operating the statutory real estate functions including recording land title, title



transfer, property tax assessment, tax levy extension, issuance of tax bills, tax collection and disbursement for all
County taxing bodies. The County also provides public health services and conducts the election process (except
where there is a local board of election commissioners).

In addition to the above, the County owns and maintains landfills that were funded by separate Enterprise Funds.
The landfills have since been closed and have been developed for recreational activities that are being managed by
the Forest Preserve District of Kane County.

Also included in this report is a summation of all trust and agency funds and accounts for which the County is
responsible.

KANE COUNTY GOVERNMENT STRUCTURE AND BACKGROUND

Located approximately 40 miles west of downtown Chicago, Kane County operates under the township form of
government. The County is comprised of 16 townships covering a total of 522 square miles. The Kane County
Board is the designated governing body. Its structure and legal activities are controlled by state statute. A primary
function of the County Board is to establish the various budgets for County funds and to levy taxes for County
purposes. In addition, the County Board adopts ordinances and policies pertaining to the management and
operations of County departments. One County Board member is elected from each district for a four-year term.
However, due to the reapportionment requirements, every 10 years one-half of the board members are elected to a
two-year term. (2012 was the last such year of reapportionment.) The Chairman of the County Board is elected at
large by the voters of the County. During Fiscal Year 2015, there were 24 single-member districts, bringing the
total members of the County Board to 25 individuals, including the Chairman.

The County Board is comprised of 13 standing committees and the Committee of the Whole that meet regularly
during the year. Each Board member serves on at least two standing committees.

BUDGET AND CONTROLS

The County maintains internal budgetary controls. The objective of these budgetary controls is to ensure
compliance with the legal provisions embodied in the annual appropriated budget approved by the County Board.
Activities of the general fund and special revenue funds are included in the annual appropriated budget. It is the
intent of the County to allow each department head to exceed appropriation in individual line items but not to exceed
the total department appropriation in each of the following classifications of expenditures: Personnel, Contractual
and Commodities, and Capital. The Finance Department monitors the total financial operation. The County
Auditor’s Office audits all claims against the County and makes recommendations of payment. Most of the County
utilizes an encumbrance accounting system through the Purchasing module of the financial system. A few offices
and departments, however, still use a voucher system of payment that does not encumber obligations when they are
incurred.

The financial managers of the County are responsible for establishing and maintaining an internal control structure
designed to ensure that the assets of the County are protected from loss, theft or misuse and to ensure that adequate
accounting data is compiled to allow for the preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America. The internal control structure is designed to provide
reasonable, but not absolute, assurance that these objectives are met. The concept of reasonable assurance
recognizes that: (1) the cost of a control should not exceed the benefits likely to be derived and (2) the valuation of
costs and benefits requires estimates and judgments by management. The County Auditor’s office periodically
assesses internal controls and recommends improvements as needed.

The goal of the County is to maintain at least a 25% cash reserve of the appropriated budget for all funds so that
cash flow is stable. Budget containment has been used over the past several years in order to achieve and maintain
this reserve amount. At November 30, 2015, the General Fund — General Account unassigned fund balance, was
$50,008,552. This amount exceeds the 25% cash reserve requirement.

Information Useful in Assessing the Government's Economic Condition

ECONOMIC CONDITION AND OUTLOOK

Kane County is one of Chicago's suburban collar counties and is the fifth largest county in Illinois, spanning 522
square miles. The County’s estimated population of 530,847 represents an increase of 2.9% since the 2010 Census
of 516,069, and is estimated to have increased 0.6% between years 2014 and 2015. The increase in population is



due to the gradual expansion of the Chicago metropolitan area and has led to a rise in residential and commercial
development. Growth in the service, manufacturing, retail, professional and agricultural industries strengthened the
diversity of the County’s economy. However, agriculture remains a significant driver of the economy since more
than 70% of the land in Kane County is farmland. The increasing population accompanied by the rise in residential
housing construction requires constant infrastructure enhancements to accommodate this growth.

Since the Great Recession of 2007-2009, the equalized assessed value of property (EAV) had been steadily
declining from its peak of $15.9 billion in tax year 2008 until reaching a low of $11.6 billion in tax year 2014. The
EAV began to recover in tax year 2015 when it rose to $12.2 billion. The period of decline in EAV prompted the
County Board to freeze the aggregate property tax levy slightly below the Fiscal Year 2011 level of $54 million
beginning with the budget for Fiscal Year 2012. The aggregate property tax levy has remained frozen through
Fiscal Year 2015. The Great Recession also adversely impacted economically sensitive revenue streams such as
state income tax and sales tax. State income tax revenue recovered in Fiscal Year 2012 when it surpassed its pre-
recession high of $5.1 million. It has since reached a new high in Fiscal Year 2013 of $6.4 million which was nearly
matched again in Fiscal Year 2015. Sales tax revenue has also been gradually recovering, and in Fiscal Year 2015
has nearly reached the $15.4 peak established in 2006. According to the Illinois Department of Revenue forecast on
which the 2016 budget is based, sales tax revenue was expected to continue to grow at the rate of 2.2%. However
there are indications that sales tax revenue may be leveling off since actual sales tax collection during the first two
months of 2016 was 2% less than that of the prior year. Kane County has maintained its strong financial position
during these challenging times by holding budgeted expenditures in line with conservatively projected revenues, and
by reserving excess revenues over expenditures to fund emergency expenditures, revenue shortfalls, capital
improvements, special projects and the paying down of the unfunded pension liability.

In May of 2014, Standard & Poor’s affirmed Kane County’s AA+ bond rating on the County’s general obligation
bonds. The criteria cited by Standard & Poor’s include a strong local economy, strong budgetary flexibility, stable
reserves, excess revenues over expenditures for the past three (now five) audited years, strong liquidity, strong
budgetary performance, very strong management conditions, strong financial practices, adequate debt and strong
credit. Standard & Poor’s rating on the County’s financial practices was revised upward from “good” to “strong”
due to the addition of a 5-year financial plan and the Treasurer’s practice of reporting investment performance
monthly.

In January of 2016, Moody’s Investors Service issued its annual comment on Kane County. Moody’s stated that the
credit position for Kane County is very strong, the financial position of the County is very healthy, and the County
exhibits strong financial management. Criteria cited by Moody’s include a robust financial position, a large tax base
with a favorable socioeconomic profile, manageable debt and pension liabilities, a fund balance as percent of
operating revenues that far exceeds the US median, a net cash balance as percent of revenues that is far superior to
other counties nationwide, positive operating margins, and a strong local economy.

The strong local economy is attributed in part to County residents having access to a wide variety of jobs locally and
throughout the western suburbs, as well as in the greater Chicago metropolitan area. Since Kane County is located
only 40 miles from Chicago, residents have convenient access to the Chicago metropolitan area via the Metra
commuter train, Pace bus system and County highway system. Other indicators of the strong local economy of
Kane County include the following: the leading 10 taxpayers account for a very diverse 2.0% of equalized assessed
value (EAV); the fair market value of the tax base is an estimated $35 billion, or $65,757 per capita; the County's
November 2015 unemployment rate of 6% was only slightly higher than the state's average unemployment rate of
5.8%; and the County's median household income is 126% of the state level and 134% of the national level.

The 1991 imposition of the Property Tax Limitation Act (Tax Cap) legislation in Illinois continues to limit levy
growth. Under current legislation, the growth in total property tax extension for non-home rule governments in the
five-collar counties (Kane, Lake, McHenry, DuPage and Will Counties) and other affected counties will be limited
to the lesser of 5% or the Consumer Price Index published by the U.S. Bureau of Labor Statistics of the preceding
calendar year. Beyond this externally imposed tax cap, the County Board has frozen the aggregate property tax levy
since 2012, and is committed to maintaining this freeze on the aggregate property tax levy for as long as possible.

In 2015, Kane County collected $91 million from sources other than property taxes and direct charges. Most of this
revenue (intergovernmental revenues, grants, reimbursements and miscellaneous income), was received from the
State of Illinois. The State provides the County with Sales Tax Revenue as well as various local use taxes to support
operations. Public Act 86-16, settled in 1995, permitted Kane County to add up to a $.04/gallon tax to all motor fuel
sold within the County’s borders. The County initiated a $.02/gallon tax under this law and in February 2007 the
Board approved raising this to $.04/gallon effective May 1, 2007.



Kane County has the unique distinction of having two riverboat casino operations within its borders. In 1993 a
riverboat casino opened in the City of Aurora and in 1994 a second riverboat casino was opened in the City of Elgin.
The County receives an agreed upon portion of the Elgin casino revenue. Casino revenue has declined dramatically
over the last several years because of the statewide public smoking ban for all public buildings, higher state gaming
taxes placed on casinos, the opening of a new casino in Des Plaines, and the expansion of video gaming. The
agreement with the Grand Victoria Casino Elgin states that this money is to be used for education, environment and
economic development.

The economic outlook for Fiscal Year 2016 is cautiously optimistic. Property tax revenue will continue to remain
flat as a result of the ongoing freeze on the aggregate property tax levy. The $2.5 million of US Marshals Service
revenue that was lost in 2015 is not expected to be replaced, and the budget for 2016 reflects this expectation. The
County had expected to see sales tax revenue increase at least 2%, yet early indications are that sales tax may remain
flat. There are also concerns that the County’s share of state income tax revenue may be reduced by 50% beginning
July 1, 2016 if the governor’s proposed budget is approved. The County prepared for such a possibility by reserving
a sufficient amount in its Emergency Reserve to replace this lost revenue for the period July 1, 2016 through
November 30, 2017 in order to allow the County time to adjust to the reduction in revenue, should it occur.
Although interest rates are expected to remain low, the County is projecting a 10% increase in investment income as
a result of investing in longer term investment vehicles. Finally, the State of Illinois budget impasse has caused
funding to be temporarily suspended or delayed for various programs, including the State’s Attorney’s Title 1V
Child Support Division. The County authorized a $1 million loan from its Emergency Reserve to fund continued
operation of the Child Support Division through June 30, 2017, but a permanent source of funding may need to be
considered.

MAJOR INITIATIVES FOR KANE COUNTY

Current Year. In 2015, the County received approximately $3.1 million from the Grand Victoria Casino Elgin.
These casino proceeds funded several State’s Attorney programs, the Drug Court program, the Water Resource Cost
Share Drainage program, the debt service for the Juvenile Justice Center, the Stormwater Management program, and
the Kane Kares program. Kane Kares is a public health nurse home visitation program for first time mothers who
have high risk factors such as medical, substance abuse, criminal records, etc. Other items funded through casino
revenue in 2015 include the employee tuition reimbursement program, as well as $0.9 million in grants to outside
agencies.

The County issued $7.7 million of recovery zone economic development bonds in December 2010 for the purpose
of paying all or a portion of the costs of acquiring, constructing, improving, and equipping various water and/or
sewer public works projects to be undertaken jointly by the County and other units of local government located
within the County. The County has loaned the bond proceeds over 10 or 20 years to the units of local government
pursuant to intergovernmental agreements between the County and such units. The County has pledged casino
revenues to cover the debt service associated with these bonds. However, the debt service will actually be paid by
units of local government.

Major transportation initiatives for Kane County Division of Transportation in 2015 included the Plank Road
realignment and completion of the Anderson Road extension and grade separation project. Safety improvements
were completed on Randall Road from Fabyan Parkway to Keslinger Road and reconstruction was completed for the
intersections of Fabyan Parkway at Kaneville Road, Kirk Road at Douglas Road and Main Street at Nelson Lake
Road. Bridge replacements were completed at Jericho Road over Blackberry Creek, Walker Road over Burlington
Creek and French Road over Burlington Creek. Wayside Horns were installed along the UP RR at LaFox and
Brundige Roads, and the Arterial Operations Center structure was built. Other transportation projects included
engineering and right-of-way acquisition for various projects, the most notable being the Longmeadow Parkway
Bridge Corridor. The annual pavement resurfacing program improved approximately 60 miles of roadway through
pavement preservation, crackfilling and pavement striping. Additional projects included installation of a red
reflective flashing beacon at Kirk Road and Prairie Path, culvert improvement and replacement at Empire Road and
maintenance and monitoring of mitigation sites along the Stearns Road Bridge corridor.

The County chose not to issue bonds to fund capital improvements during Fiscal Year 2015, but to utilize cash on
hand that has accumulated as the result of excess revenue over expenditures. Significant facilities improvements
included: replacement of the elevator in the Third Street Courthouse, build-out of office space for the Diagnostic
Center within the Kane County Branch Court building, upgrade of HVAC at the Juvenile Justice Center and Judicial
Center, demolition of the former Regional Office of Education building in preparation for sale of the land on which
it sat, replacement of the boiler in the Adult Justice Center, insulation of outside walls at the Animal Control
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building, replacement of the freezer in Coroner’s facility, replacement of vehicles, upgrade to security systems at the
Health Department and Coroner’s facility, and various other miscellaneous repair and maintenance projects.

Additional capital improvement projects funded in 2015 included computer replacement, encrypted data storage
system, voice and data infrastructure maintenance, replacement of wireless network infrastructure, and fiber optic
installation. The Information Technologies Department maintained lifecycle management initiatives via PC
Replacement, Storage Replacement and Server Replacement programs, as well as a Parts Closet program through
which components of voice and data infrastructure are replaced over a five-year period.

In 2015, the Kane County Board and the Judicial and Public Safety Strategic Planning and Technology Commission
began an 18-month project to replace the current Court Case Management System. The Illinois 16th Judicial Circuit
Court partners — Chief Judge’s Office, State’s Attorney’s Office, Circuit Clerk’s Office, Public Defender’s Office,
and Kane County Board — contracted with Tyler Technologies, Inc. for $6 million to purchase software and
implementation services. The County is contributing an additional $4.6 million in personnel, contractual,
commodities, and capital to support the project for a total project cost of $10.6 million. The new court case
management system, Odyssey, will improve communication and processes within offices and between the judicial
partners including: the replacement of many paper file systems with electronic records; automated workflows for
court processes; improved accounting for management of fees and disbursements; public and attorney access
through a web portal; and interfaces to share data with existing public safety information systems. The court case
management system will improve the accuracy of information between court partners, reduce duplicate entry of
data, reduce the dependency on paper files, reduce transportation and management of paper court case files, improve
court scheduling and use of physical courtrooms, and improve access to the court records for the public and
attorneys.

RELEVANT FINANCIAL POLICIES

The County maintains a comprehensive set of financial policies governing such topics as balanced budgeting,
investing, purchasing, capital improvements, and restrictions governing the use of reserve funds. A notable revision
to the policies was made in 2015 regarding the County’s grant administration policy in order to comply with the
Uniform Administrative Requirements, Cost Principles and Audit Requirements for Federal Awards (UGG) issued
in December 2013 by the US Office of Management and Budget (OMB).

FUTURE INITIATIVES

Future budget planning includes development of 5-year operating and capital plans so that large projects can be
identified and funding sources secured to ensure completion of those projects approved by the County Board. The
5-year operating plan includes a cash flow forecast which will enable the County to determine the portion of funds
that can be invested for a longer term in order to achieve a greater return on investment. Continued development of
and adherence to a comprehensive, county-wide strategic plan is increasingly important as the County faces a
growing demand for services, rising costs and limited revenue sources. In order to meet this challenge, the County
is currently studying ways to increase existing revenues, develop new revenue streams and reduce costs. The
County will continue to budget revenue conservatively so as to be less vulnerable to economic downturns. Any
resulting excess revenue over expenditures will be assigned for future capital improvements, used to pay down the
unfunded liabilities, and/or reserved to build emergency funds. The emergency reserve may be drawn upon during a
severe economic event that results in diminished “other tax” revenue or to fund an emergency purchase that exceeds
the capacity of the General Fund contingency.

In an effort to control cost and offset the increases it has seen over the past several years, as of January 1, 2016, the
County converted to a fully-insured healthcare plan offered through the Intergovernmental Personnel Benefit
Cooperative (IPBC). As a member of the IPBC, the County will benefit from the lower stop loss insurance rates
associated with a larger risk pool. The County continues to pursue innovative means to control the cost of health
insurance for both itself and its employees by exploring options that would provide employees the ability to choose
the most effective and affordable medical treatment available. Ongoing savings are expected to be realized through
continuation of the employee wellness program. The wellness program ties employee contribution rates to
participation in an annual biometric screening intended to identify and treat diseases before they result in lost time
off work and more expensive medical treatment. The County remains cautiously optimistic that the insurance
coverage it offers employees is both adequate and affordable as defined by the Affordable Care Act and that it will
not be assessed penalties.

The Kane County Division of Transportation will continue efforts to engineer and construct various federally funded
bridge rehabilitation/replacement projects. Construction of the first segment of the Longmeadow Parkway Bridge
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Corridor from the Huntley/Boyer Road intersection to west of Randall Road will occur. The first roundabout
intersection in Kane County at Burlington and IL Route 47 is anticipated to be completed. Safety improvements
will continue on Randall Road from Keslinger to Silver Glen Road. Transit improvements on Randall Road from
St. Charles to Elgin are anticipated as well. Design engineering and land acquisition efforts for the Longmeadow
Parkway Bridge corridor and other significant projects will continue. Another significant transportation initiative in
2016 will include the completion of the interior portion of the Arterial Operations Center along with various traffic
operation project enhancements. The annual pavement resurfacing program is anticipated to improve approximately
60 miles of roadway through pavement preservation, crackfilling, and pavement striping. Additional projects
include the completion of the signal interconnect of the Stearns Road corridor and the installation of a check valve at
Aurora Lake by Orchard Road.

Major facility improvements for 2016 include: replacement of the roof at the Circuit Clerk and Kane County Branch
Court facility, repair of the parapets on the Third Street Court House, upgrade to the elevator in the Judicial Center,
upgrade to the HVAC controls in the Adult Justice Center, and installation of a security system at the Government
Center.

The County is expected to receive approximately $3.2 million in revenue from the Grand Victoria Casino Elgin in
2016, which will continue to fund similar educational, environmental and economic development programs as
funded in Fiscal Year 2015.

Finally, the County will continue to implement the Court Case Management System that was selected through the
proceedings of the Judicial and Public Safety Technology Commission. It is being funded by the portion of the
RTA Sales Tax revenue designated for this purpose. This project includes a $6 million budget for software and
implementation services, $600 thousand development enhancements that were added in 2015, as well as additional
funding for dedicated personnel to oversee the implementation. The project is scheduled to be completed September
2016.

DEBT ADMINISTRATION

The County issued a $10,650,000 alternative bond issue for the construction of a Juvenile Justice Facility in 1995.
Pledged revenues for repayment have been identified from the General Fund State Income Tax Allotment. The
County refunded these bonds in 2002 and again in 2013.

In order to finance much of the Orchard Road construction project, along with other transportation projects, the
County issued $41,895,000 of Motor Fuel Tax General Obligation (Alternate Revenue) bonds in 2001. The County
also refunded its 1994 Motor Tax Bond issue in this new issuance. Pledged revenues for repayment have been
identified from the Motor Fuel Tax Allotment received in the Motor Fuel Tax Fund. The County refunded these
bonds in 2004.

The County issued $9,995,000 in debt certificates in December 2005, along with an additional $24,995,000 in debt
certificates in June 2006 to fund the construction of the new Adult Justice Facility. Repayment for the debt
certificates has been budgeted in the General Fund through the normal budget process. The County refunded the
major portion of these debt certificates in 2013. The final payment for the 2005 Debt Certificates was made in
December of 2013. The final payment for the 2006 Debt Certificates was made in December 2014.

The County issued $40,000,000 of General Obligation (Alternate Revenue) Bonds in 2009 for highway and bridge
improvement projects. Pledged revenues for repayment have been identified from the Regional Transportation
Authority (RTA) sales tax. The final payment was made in December 2014.

The County issued $7,670,000 of Recovery Zone Economic Development Bonds in December 2010 for various
water and/or sewer public works projects to be undertaken jointly by the County and other units of local government
located within the County as mentioned previously.

The County issued $27,225,000 of General Obligation (Alternate Revenue Source) Bonds Series 2013, for the
purpose of refunding the remaining outstanding General Obligation Refunding Bonds, Series 2002, and to partially
refund the outstanding General Obligation Debt Certificates, Series 2005 and General Obligation Debt Certificates,
Series 2006. This refunding will result in a net present value of savings in debt service expense of $2.4 million.

Awards and Acknowledgements
AWARDS

The Government Financial Officers Association of the United States and Canada (GFOA) awarded a Certificate of
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Achievement for Excellence in Financial Reporting to the County for its Comprehensive Annual Financial Report
for the Fiscal Year ended November 30, 2014.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily readable and
efficiently organized Comprehensive Annual Financial Report, the contents of which conform to program standards.
Such reports 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 County has received a Certificate of Achievement for the last 18 consecutive years (Fiscal Years ended 1997-
2014). We believe our current report continues to conform to Certificate of Achievement Program requirements,
and we are submitting it to the GFOA to determine its eligibility for another certificate.
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The preparation of the comprehensive annual financial report was made possible by the full cooperation of all
departments and offices within the County. Each elected official, department head and departmental support staff
member has our sincere appreciation for the contributions made in the preparation of this report.

I am also grateful to our external auditors Baker Tilly Virchow Krause, LLP who brought a fresh perspective to the
compilation of this report, and for their guidance during preparation for the audit.

I would especially like to thank the Finance Department staff Erica Waggoner, Amy Ramer-Holmes, Juliet Gaber
and former staff member Lynn Carlstrom for their competent work and dedication to excellence. The Auditor’s
Office also played a key role in the success of the audit by maintaining a strong internal control environment
throughout the year.

In closing, | would like to express my appreciation to Chairman Lauzen and the County Board for their leadership
and support in preserving the County’s financial strength during this challenging economic climate as reflected in
this report.

Sincerely,
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Joseph M. Onzick, CPA, MBA
Executive Director of Finance
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BAKER TILLY

Baker Tilly Virchow Krause, LLP
1301 W 22nd St, Ste 400

Oak Brook, IL 60523-3389

tel 630 990 3131

fax 630 990 0039

bakertilly.com

INDEPENDENT AUDITORS' REPORT

To the Board Chairman and Members of the County Board
Kane County, lllinois

Report on the Financial Statements

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 Kane County,lllinois, as of and for the year ended November 30, 2015, and the related notes to
the financial statements, which collectively comprise Kane County'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.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit the
financial statements of the Forest Preserve District of Kane County ("the District") as of and for the year ended
June 30, 2015, which represents 100%, of the assets/deferred outflows of resources, net position, and revenues
of the discretely presented component unit. Those statements were audited by other auditors whose report has
been furnished to us, and our opinion, insofar as it relates to the amounts included for the District, as of and for
the year ended June 30, 2015, is based solely on the report of the other auditors. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Govermment 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 from 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 auditors' judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control over financial reporting relevant to Kane County'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 Kane County'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.

&;} dependent member of

BAKER TILLY
INTERNATIONAL An Affirmative Action Equal Opportunity Employer
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To the Board Chairman and Members of the County Board
Kane County

Opinions

In our opinion, based on our audit and the report of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the
business-type activities, the discretely presented component unit, each major fund, and the aggregate remaining
fund information of Kane County, lllinois, as of November 30, 2015 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.

Emphasis of Matter

As discussed in Note I, Kane County adopted the provisions of GASB Statement No. 68, Accounting

and Financial Reporting for Pensions - an amendment of GASB Statement No. 27 and GASB Statement No. 71,
Pension Transition for Contributions Made Subsequent to the Measurement Date - an amendment of GASB
Statement No. 68, effective December 1, 2014. Net position has been restated as of November 30, 2014 as a
result. Our opinions are not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the required supplementary
information as listed in the table of contents 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Kane County's basic financial statements. The supplementary information as listed in the table of
contents is presented for purposes of additional analysis and is not a required part of the basic financial
statements. Such information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the basic financial statements. The information has
been subjected to the auditing procedures applied in the audit of the basic 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 supplementary information is fairly stated in all material respects, in relation to the
basic financial statements as a whole.



To the Board Chairman and Members of the County Board
Kane County

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Kane County's basic financial statements. The introductory section and statistical section are
presented for purposes of additional analysis and are not a required part of the basic financial statements. Such
information has 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 it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 18, 2016 on our
consideration of Kane County'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 in
considering Kane County's internal control over financial reporting and compliance.

Oak Brook, lllino
May 18, 2016



KANE COUNTY, ILLINOIS

Management's Discussion and Analysis
As of and for the year ended November 30, 2015
(Unaudited)

This section of Kane County’s (the County’s) comprehensive annual financial report presents our
discussion and analysis of the County's financial performance during the fiscal year ended November 30,
2015. Please read it in conjunction with the transmittal letter at the front of this report and the County's
basic financial statements following this section.

FINANCIAL HIGHLIGHTS

Key financial highlights for Fiscal Year 2015 are as follows:

During the year, the County implemented GASB No. 68 and GASB No. 71. This required the
County to record net pension liability, deferred outflows related to pensions, and deferred inflows
related to pensions as of November 30, 2015. The implementation of the new standards also
required a restatement of beginning net position for Governmental Activities. The restatement
resulted in a decrease of beginning net position of $2.9 million from balances originally reported
as of November 30, 2014.

The assets and deferred outflows of the County exceeded its liabilities and deferred inflows at the
close of the year ended November 30, 2015, by $675.1 million (net position). Of this amount,
$111.8 million (unrestricted net position) may be used to meet the County's ongoing obligations to
citizens and creditors, $92.5 million (restricted net position) is restricted for specific purposes and
$470.8 million represents the net investment in capital assets.

The County's total net position this fiscal year increased $18.7 million over the previous year
(after restatement), which represents a 2.8% increase in net position from 2014. Total net
position for governmental activities increased $19.4 million while total net position for business-
type activities decreased $0.7 million.

At the end of the current fiscal year, the County's governmental funds reported a combined
ending fund balance of $209.8 million.

At the end of the current fiscal year, unassigned fund balance of the General Fund was $52.1
million, or 69.5% of total General Fund expenditures, which is available for spending on behalf of
its citizens.

The County's total long-term debt (including amounts due within one year) decreased by $6.0
million or 8.0% in comparison with the prior year (after restatement). The decrease resulted
primarily from the retirement of principal of $13.7 million of bonds and debt certificates, a
reduction in long-term construction payables of $2.3 million, and a reduction of other
postemployment benefit obligations of $0.8 million. The decreases were offset by an increase in
net pension liability of $9.4 million and an increase in claims and judgments of $1.6 million.

Excluding the market adjustments of a positive $330,511 in 2014 and a positive $228,628 in
2015, investment earnings for the County increased 18.1% over 2014. On average, the County
invested 8.2% more of its available cash in 2015 than it had in the previous year. The County’s
weighted average investment yield increased from 0.49% at the end of 2014 to an average of
0.52% during the first half of 2015, and then increased to an average of 0.66% during the last half
of 2015.



KANE COUNTY, ILLINOIS

Management's Discussion and Analysis
As of and for the year ended November 30, 2015
(Unaudited)

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the County's basic financial
statements. The County's basic financial statements are comprised of three components: 1) County-wide
Financial Statements, 2) Fund Financial Statements, and 3) Notes to Basic Financial Statements.
Required Supplementary Information is included in addition to the basic financial statements.

County-wide Financial Statements are designed to provide readers with a broad overview of the County's
finances, in a manner similar to a private-sector business.

The statement of net position presents information on the County's assets, deferred outflows of
resources, liabilities, and deferred inflows of resources, with the difference between those components
reported as net position. Over time, increases or decreases in net position may serve as a useful
indicator of whether the financial position of the County is improving or deteriorating. The statement of
activities presents information showing changes in the County's net position during the most recent fiscal
year. All changes in net position are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows. Thus, certain revenues and expenses reported in
this statement will result in cash flows in future fiscal periods. Examples of such revenues and expenses
are uncollected taxes and earned but unused vacation leave.

Both the statement of net position and the statement of activities distinguish functions of the County that
are principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a portion of their costs through user fees and charges
(business-type activities). The governmental activities of the County include general government; public
services and records; judicial; public safety; highways and streets; health and welfare; environment and
conservation; development, housing and economic development; and interest on debt. The business-
type activities of the County consist primarily of solid waste operations.

Our basic financial statements include a discretely presented component unit, the Forest Preserve District
of Kane County (the "District"). The District is a legally separate entity for which the County is financially
accountable and that has substantially the same board as the County, however, there is not a financial
benefit or burden relationship between the entities and management of the County does not have
operational responsibility for the District. Separately issued component unit financial statements, which
include a management's discussion and analysis of the District, are available from the District's office
located at 1996 South Kirk Road, Suite 320, Geneva, IL, 60134.

The County-wide financial statements can be found on pages 24-27 of this report.

Fund Financial Statements are groupings of related accounts that are used to maintain control over
resources that have been segregated for specific activities or objectives. The County, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. All of the funds of the County can be divided into three categories: governmental
funds, proprietary funds, and fiduciary funds.

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the County-wide financial statements. However, unlike the County-wide financial statements,
governmental fund financial statements focus on near-term inflows and outflows of spendable resources,
as well as on balances of spendable resources available at the end of the fiscal year. Such information
may be useful in evaluating the County's near-term financing requirements.



KANE COUNTY, ILLINOIS

Management's Discussion and Analysis
As of and for the year ended November 30, 2015
(Unaudited)

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

The County maintains eighty-six individual governmental funds. Information is presented separately in
the governmental fund balance sheet and in the governmental statement of revenues, expenditures, and
changes in fund balances for the General Fund, lllinois Municipal Retirement Fund, Transportation Sales
Tax Fund and all nonmajor governmental funds. Individual fund data for each of the nonmajor
governmental funds is provided in the form of combining statements elsewhere in this report.

The governmental fund financial statements can be found on pages 28-31 of this report.

The County maintains proprietary funds in the form of enterprise funds and an internal service fund.
Proprietary funds are used to report the same functions presented as business-type activities in the
County-wide financial statements. The County uses enterprise funds to account for solid waste
management and recycling activities. An internal service fund is used to account for contributions and
expenses for County employee health insurance, and is allocated to the various operating functions on
the County-wide financial statements.

Proprietary funds provide the same type of information as the County-wide financial statements, only in
more detail. The Enterprise Surcharge Fund and the Enterprise General Fund are considered to be the
major proprietary funds of the County. The Health Insurance Fund is the only internal service fund.
Individual fund data for these proprietary funds and internal service fund is provided in the Proprietary
Funds Statement of Net Position and Statement of Revenues, Expenses, and Changes in Fund Net
Position.

The proprietary fund financial statements can be found on pages 32-34 of this report.

Fiduciary funds are used to account for resources held for the benefit of parties outside the government.
Fiduciary funds are not reflected in the County-wide financial statements because the resources of those
funds are not available to support the County's own programs. Fiduciary funds use the same basis of
accounting as the proprietary funds.

The fiduciary fund financial statement can be found on page 35 of this report.

Notes to Basic Financial Statements provide additional information that is essential to a full understanding
of the data provided in the County-wide and fund financial statements.

The Notes to Basic Financial Statements can be found on pages 36-94 of this report.
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Required Supplementary Information is presented concerning the County's General Fund and major
special revenue funds; the County’s IMRF (lllinois Municipal Retirement Fund - non Sheriff's Law
Enforcement Personnel) and SLEP (Sheriff's Law Enforcement Personnel) pension plans; and the
County’s retiree healthcare insurance plan. The General Fund consists of the following nine account
groups: General Account, Special Reserve Account, Emergency Reserve Account, Property Tax Freeze
Protection Account, SAO Domestic Violence Account, Environmental Prosecution Account, Economic
Development Account, Cost Share Drainage Account, and Public Building Commission Account. A
budgetary comparison schedule has been provided for the account groups included in the General Fund
for which a budget was adopted (all but the Public Building Commission Account) and for each of the
major special revenue funds (lllinois Municipal Retirement Fund and Transportation Sales Tax Fund) to
demonstrate compliance with the budget. Schedules of Changes in the County’s Net Pension Liability
and Related Ratios and Schedules of Employer Contributions for the Regular IMRF and SLEP pension
plans as well as the Schedule of Funding Progress for the retiree health insurance plan have also been
provided. These schedules present the County’s progress in funding its obligations to provide pension
benefits to its employees and post-retirement healthcare benefits to its qualifying retirees.

Required Supplementary Information can be found on pages 95-105 of this report.

Other supplementary information, which includes the combining and individual fund statements and
schedules referred to earlier, provide information for the General Fund, nonmajor governmental funds,
proprietary funds, and agency funds, and is presented immediately following the required supplementary
information.

Other supplementary information can be found on pages 106-302 of this report.
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COUNTY-WIDE FINANCIAL ANALYSIS

Statement of Net Position - The County’s overall financial position improved during Fiscal Year 2015. The
following table reflects the condensed statement of net position. As noted earlier, the change in net
position over time may serve as a useful indicator of the County's financial position. The County's
combined net position was $675.1 million, which represents an increase of $18.7 million over the previous
year after factoring in the restatement of net position due to the implementation of GASB Statement No.
68 and 71. The growth is due almost entirely to capital contributions and capitalized costs. The County’s
net investment in capital assets increased $32.2 million, due to the addition of new capital assets,
including several County infrastructure projects, construction-in-progress, roads and bridges, coupled with
the retirement of matured debt issued to complete the projects.

Condensed Statement of Net Position, as of November 30, 2015 and 2014
(In Millions - Rounded)

Gowvernmental Activities Business-Type Activities Total Primary Government
2015 2014* 2015 2014 2015 2014*  Change %
Assets
Current and
Other Assets $ 291.8 $ 3139 $ 14.0 $ 14.8 $ 3058 $ 3287 -7%
Capital Assets 515.6 498.9 2.9 2.9 518.5 501.8 3%
Total Assets 807.4 812.8 16.9 17.7 824.3 830.5 1%
Deferred Outflows
of Resources 21.2 2.9 - - 21.2 2.9 631%
Liabilities
Current and
Other Liabilities 18.1 26.7 - 0.1 18.1 26.8 -32%
Long-Term
Liabilities 97.2 92.7 - - 97.2 92.7 5%
Total Liabilities 115.3 119.4 - 0.1 115.3 119.5 -4%
Deferred Inflows
of Resources 55.1 54.6 - - 55.1 54.6 1%
Net Position
Net Investment
in Capital Assets 467.9 435.7 2.9 2.9 470.8 438.6 7%
Restricted 84.7 89.5 7.8 8.2 92.5 97.7 -5%
Unrestricted 105.6 116.5 6.2 6.5 111.8 123.0 -9%
Total Net Position  $ 658.2 $ 6417 $ 16.9 $ 17.6 $ 6751 $ 659.3 2%

*Prior year information has not been updated for the effects of restatement due to the implementation of
GASB Statement No. 68 and 71 in Fiscal Year 2015.

The Statement of Net Position can be found on pages 24-25 of this report.

Current and other assets consist mainly of cash & investments, property tax receivable, intergovernmental
receivables (sales tax, RTA sales tax, income tax, grants, etc.), interest receivable, loans receivable, and
prepaid items. Current and other assets for Governmental Activities were lower by $22.1 million from the
prior year. Current and other assets for Business-type Activities were lower by $0.8 million.
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Capital assets include land and land improvements, buildings and building improvements, fixtures and
equipment and highway infrastructure such as roads, bridges and street lights. Changes in capital assets
will be discussed later in the Capital Asset section. Long-term liabilities consist mainly of bonds, debt
certificates payable, accrued claims and judgments, other postemployment benefits, net pension liability,
construction payable, and compensated absences. Long-term liabilities will be discussed in the Long-
term Debt section.

Current and other liabilities mainly include accounts payable, accrued payroll, and interest payable.
Current and other liabilities for governmental activities were lower by $8.6 million from 2014.

Condensed Statement of Activities for the Years ended November 30, 2015 and 2014
(In Millions - Rounded)

Gowernmental Activities

Business-Type Activities

Total Primary Government

Revenues 2015 2014 2015 2014 2015 2014*  Change %
Program Revenues
Charges for Senice 319 $§ 307 $ 01 $ 0.1 $ 320 $ 308 4%
Operating Grants
and Contributions 38.8 43.2 - - 38.8 43.2 -10%
Capital Grants
and Contributions 10.7 9.9 - - 10.7 9.9 8%
General Revnues
Property Tax 53.7 53.7 - - 53.7 53.7 0%
Income Tax 6.4 5.7 - - 6.4 5.7 12%
Sales Tax 15.4 14.9 - - 15.4 14.9 3%
RTA Sales Tax 16.8 16.1 - - 16.8 16.1 4%
Other Taxes 5.2 5.8 - - 5.2 5.8 -10%
Net Investment Income 1.4 1.3 0.1 0.1 1.5 1.4 7%
Other General
Revenues 1.0 0.1 1.0 0.1 900%
Total Revenues 181.3 181.4 0.2 0.2 181.5 181.6 0%
Expenses
General Government 33.3 30.1 - - 33.3 30.1 11%
Public Senice and Records 124 12.0 - - 124 12.0 3%
Judicial 241 233 - - 241 23.3 3%
Public Safety 47.8 47.4 - - 47.8 47.4 1%
Highways and Streets 321 50.0 - - 321 50.0 -36%
Health and Welfare 5.7 5.8 - - 5.7 5.8 2%
Environment and Conservation 0.2 0.2 - - 0.2 0.2 0%
Development 4.6 4.5 - - 4.6 4.5 2%
Interest on Long-Term Debt 1.9 2.4 - - 1.9 2.4 -21%
Solid Waste - - 0.7 1.1 0.7 1.1 -36%
Total Expenses 162.1 175.7 0.7 1.1 162.8 176.8 -8%
Excess before Transfers 19.2 5.7 (0.5) 0.9 18.7 4.8 290%
Transfers 0.2 0.2 0.2) 0.2) - - n/a
Change in Net Position 19.4 5.9 0.7) (1.1) 18.7 4.8 290%
Net Position Beginning
of Year (as restated) 638.8 635.8 17.6 18.7 656.4 654.5 0%
Net Position End of Year 658.2 $ 6417 $ 169 $ 17.6 $ 6751 $ 659.3 2%

*Prior year information has not been updated for the effects of restatement due to the implementation of
GASB Statement No. 68 and 71 in Fiscal Year 2015.

The Statement of Activities can be found on pages 26-27 of this report.
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Change in Net Position - The table shown above reflects the County's change in net position. Information
from this table is found on the Statement of Activities. As can be seen, total revenues were nearly
constant, decreasing only $0.1 million, and expenses decreased $14.0 million or 8% over prior year.
Capital Grants increased $0.8 million, primarily within the Highway and Streets function. However,
Operating Grants decreased $4.4 million due to the following reductions: $2.7 million in Highway and
Streets, $1.2 million in Public Safety, and $0.6 million in Health & Welfare. General revenues increased
or decreased as follows: Property Taxes remained constant, Income Tax revenue increased $0.7 million,
Sales Tax revenues increased $0.5 million, RTA Sales Tax increased $0.7 million, Other Taxes
decreased $0.3 million and Investment Earnings increased $0.1 million. Charges for Services, as a
whole, increased $1.2 million from the prior year. Most notable increases include Recording fees,
Revenue Tax Stamp fees, Certified Copy fees, GIS fees, Highway and Streets permits and Health &
Welfare permits. Other Revenue was also up about $0.9 million, which includes a $0.4 increase in Home
Program Grant loan repayments and a $0.2 increase in insurance recoveries. General Government
expense was up $3.2 million compared to Fiscal Year 2014 as a result of a one-time credit in Fiscal Year
2014 to record a $1.5 million net pension asset, combined with a $1.3 million increase in reserve for
claims and judgments and a $0.5 million increase in depreciation expense. Public Services and Records
expense increased $0.4 million primarily as a result of an increase in grant expense related to the
County’s Department of Employment and Education and an increase in legal printing related to the
mandated quadrennial printing of all parcel assessments by the Supervisor of Assessments. Highways
and Streets expense was down 35.8% or 17.9 million, nearly all of which was due to the timing of road
projects. Additional analyses regarding revenues and expenditures/expenses will be discussed in the
sections below.

Governmental Funds - The revenues and expenditures of the County's General Fund and the nonmajor
funds are analyzed below. The activities of the lllinois Municipal Retirement Fund and Transportation
Sales Tax Fund will be described briefly following these analyses.

Revenues - The most significant revenue sources for all funds during Fiscal Year 2015 continue to be
property taxes and intergovernmental sources. Even though the property tax levy was virtually the same
in 2015 as it was in 2014, $28 thousand less in property tax was collected in 2015 as compared to 2014.
Funding from sales tax continued to build from the prior year's collections as evidenced by a $660
thousand increase. Funding from income tax also improved by $642 thousand in Fiscal Year 2015.
Income tax is the County’s proportionate share of 6 percent of the net collections of all income tax
received from individuals, and 6.86 percent of the net collections of all income tax received from
corporations as collected by the lllinois Department of Revenue based on the County’s unincorporated
population. The $2.0 million overall decrease in grant revenue correlates to a $2 million decrease in Motor
Fuel Tax revenue. Although charges for services were up $1.2 million, it was the net result of a $0.4
million decrease in impact fees offset by a $1.6 million increase in other charges for services as noted
above. A cost of service study for the Sheriff's Office, the Recorder’s Office and the County Clerk’s Office
was conducted in the summer of 2014, resulting in the authorization of certain user fee increases that
went into effect December 1, 2014.
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Below are analyses of revenues for the past two years for the General Fund and total nonmajor
governmental funds of the County. Property Tax collections for the General Funds were down $22
thousand. Other Taxes, Grants and Reimbursement revenue increased $2.6 million due to a $0.7 million
increase in sales tax, a $0.6 million increase in income tax, and a $3.5 million increase in Probation
Salary Reimbursement collections offset by a $2.4 million loss of Board and Care reimbursements
resulting from the termination of the US Marshals Service contract. Although interest revenue increased
8% on the county-wide financial statements (full accrual basis), it decreased 19% on the fund financial
statements (modified accrual basis) as a result of a greater percentage of interest being classified as
unavailable revenue. Fines, Services, Fees and Permits increased $0.7 million. The $860 thousand
increase in Charges for Services was driven primarily by increases in Recording fees, Revenue Tax
Stamp fees, Certified Copy fees, and Inmate Telephone fees, and was offset by a $126 thousand
decrease in Building and Inspection Permit revenue. Miscellaneous revenue increased $24 thousand due
to an unclaimed funds reimbursement from the State of lllinois.

Property Taxes for the Nonmajor Governmental Funds were down $6.8 million simply as the result of the
IMRF Fund and its associated property tax revenue having been reclassified from a nonmajor
governmental fund to a major governmental fund. Other Taxes, Grants and Reimbursements revenue
increased 50% or $12.4 million in the Nonmajor Governmental Funds as a result of the Motor Fuel Local
Option Fund and its associated $9.6 million of Motor Fuel Local Option tax and reimbursement revenue
having been reclassified from a major governmental fund to a nonmajor governmental fund, as well as a
$4.8 million increase in Highway and Streets reimbursements, offset by a $2 million decrease in Motor
Fuel Tax grant revenue. Interest revenue decreased 1% as a result of a greater percentage of interest
being classified as unavailable revenue. Fines, Services, Fees & Permits were up 4% or $0.5 million,
primarily as the result of a $0.9 million increase in Recording fees, GIS fees and Radio Communication
fees, offset by a $0.4 million decrease in Impact Fees. Miscellaneous revenues were up 7% as a result of
a $400 thousand increase in Home Program Grant loan repayments offset by a $160 thousand decrease
in proceeds collected from the Grand Victoria Casino Elgin. The proceeds are based on casino
attendance and taxable adjusted gross receipts.

Comparative Summary of Revenues
General Fund

2015 2014 Increase
General General (Decrease)
Fund Fund 2014 to 2015 % Change
Revenues
Property Taxes $ 32,855916 $ 32,877,431 $ (21,515) 0%
Other Taxes, Grants &

Reimbursements 33,530,522 30,947,275 2,583,247 8%
Net Investment Income 230,583 283,408 (52,825) -19%
Fines, Senvices, Fees & Permits 17,666,907 16,918,684 748,223 4%
Miscellaneous 180,281 156,657 23,624 15%
Total Revenues $ 84,464,209 $ 81,183,455 $ 3,280,754 4%
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Comparative Summary of Revenues
For the Total Nonmajor Governmental Funds

2015 2014
Nonmajor Nonmajor Increase
Gowvernmental Governmental (Decrease)
Funds Funds 2014 to 2015 % Change
Revenues
Property Taxes $ 14,710,702 $ 21,488,289 § (6,777,587) -32%
Other Taxes, Grants &

Reimbursements 37,769,412 25,034,854 12,734,558 51%
Net Investment Income 623,144 631,845 (8,701) -1%
Fines, Senvices, Fees & Permits 14,264,942 14,049,102 215,840 2%
Miscellaneous 3,594,869 3,353,527 241,342 7%
Total Revenues $ 70,963,069 $ 64,557,617 $ 6,405,452 10%

Expenditures - Personnel Services remains the highest expenditure in County operations. Government
service requires people to provide both services and information to the citizens it supports. It is a large
expenditure but it is also a long-term investment. Benefit payments remain a significant portion of the
total Personnel Services cost. Pension, FICA and health insurance rates have all affected the total cost of
Personnel Services. Property tax levies for insurance liability, FICA and retirement programs fall under
Tax Cap legislation. Total Personnel Services cost was up about 0.3% or $0.3 million from 2014 levels.
Salary and Wages increased 2.4%, with the main contributing factors being collective bargaining
agreement wage increases, an average 2% wage increase for non-union employees, and the second half
of market adjustments to the salaries of executive directors and judicial administrative personnel. There
were also four (4) youth counselors added to the Juvenile Justice Center, four (4) grant funded Adult
Redeploy Initiative personnel added to Court Services, one (1) receptionist added to the Public
Defender’s Office, and one (1) part time administrative assistant added to the Auditor’s Office. These
increases were offset by a 23% reduction in overtime since the unusual amount of overtime required by
the Department of Transportation for snow removal operations in 2014 was not repeated in 2015. The
cost of group insurance increased only 2% since the otherwise 6% increase in health insurance rates was
offset by a 4% enroliment shift from PPO to HMO combined with an 8% decrease in dental insurance
rates. The cost of IMRF decreased 10% or $1 million. Half of this reduction was the result of $0.5 million
less of a voluntary additional contribution was made in 2015 compared to that which was contributed in
2014. The other half of the variance is due to a rate reduction resulting from the additional voluntary
contributions made by the County to reduce the unfunded liability.

Contractual Services and Commodity expenditures decreased about 5.6% or $2.7 million in 2015. Much
of the variance was comprised of a $1.4 increase in transportation engineering costs offset by the
following reductions: $2.1 million in road repairs, $0.4 million in liability insurance, $0.4 million in workers
compensation insurance, $0.3 million in cost of elections, $0.3 million in energy, $0.2 million in supplies,
$0.1 million in psychological/psychiatric services, $0.1 million in telephone and $0.2 million in Adult Board
& Care resulting from the termination of the US Marshals Service contract.

The following are analyses of expenditures for the past two years for the General Fund and Nonmajor
Governmental Funds of the County.
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Expenditures in the General Fund increased in total by $0.4 million or about 1% in 2015. The increase
was primarily due to the overall 2% wage increase described above. The additional increase in General
Government expense was the result of a $0.3 million increase in building repairs and maintenance, the
filling of vacancies in the Finance Department, and the addition of a part time administrative assistant in
the Auditor’s Office. The net increase in Public Service and Records being only 1% reflects the impact of
the biennial election expense occurring in 2014 but not in 2015. Judicial expenditures increased a total of
4% as a result of market adjustments to the salaries of administrative staff and the addition of 1
administrative assistant to the Public Defender’s Office. Public Safety expenditures remained constant
despite wage increases and the addition of the 4 youth counselors to the Juvenile Justice Center and the
addition of 4 Redeploy Initiative personnel. The reason was the significant expenditure reduction related
to the termination of the $2.5 million US Marshals Services contract. The 1% decrease in Development,
Housing and Economic Development reflects changes in personnel. Debt service expenditures decreased
in the General Fund as one of the benefits of the partial refinancing of the 2005 and 2006 series debt
certificates in 2013. Capital costs were lower by 9% due to more of the General Fund department capital
expenditures having been charged to the Capital Projects Fund in 2015 rather than to the General Fund
as they were in 2014.

Comparative Summary of Expenditures
General Fund

2015 2014 Increase
General General (Decrease) %
Fund Fund 2013 to 2014 Change
Expenditures
General Government $ 12451681 $ 12,045415 $ 406,266 3%
Public Service and Records 5,810,116 5,763,441 46,675 1%
Judicial 16,117,284 15,565,282 552,002 4%
Public Safety 37,896,922 37,984,692 (87,770) 0%
Development, Housing and
Economic Development 1,539,937 1,558,013 (18,076) -1%

Debt Service 1,026,356 1,466,466 (440,110) -30%
Capital Outlay 140,688 155,353 (14,665) -9%
Total Expenditures $ 74982984 §$ 74,538,662 $ 444,322 1%

Expenditures in the Nonmajor Governmental funds increased in total by 6% in 2015. General
Government expenditures decreased $8.1 million as a direct result of reclassifying the IMRF Fund from a
nonmajor governmental fund to a major governmental fund. The $0.4 million decrease in liability
insurance and $0.4 million decrease in workers compensation insurance was offset by a $0.7 million
increase in riverboat external grants and a $0.1 million increase in Social Security expense. The $0.3
million increase in Public Services and Records was primarily the result of increased spending of grant
monies by the Kane County Department of Employment and Education for the Workforce Investment Act
vocational training programs. The $0.1 million increase in Judicial expenditures is associated with the
Court Case Management System implementation. The $0.2 million increase in Public Safety
expenditures was mainly due to the wage increases in Court Security and Kane Comm. Expenditures for
Highways & Streets increased $9.9 million almost entirely as a result of reclassifying the Motor Fuel Local
Option Fund from a major governmental fund to a nonmajor governmental fund. In addition, the increase
in engineering expense mentioned above was offset by reductions in road construction and repair
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expense. Health & Welfare decreased $0.2 million and Environment & Conservation decreased only $55
thousand in relation to grant funded activities. Expenditures for Development, Housing and Economic
Development increased $0.1 million as a result of increases in Community Development Block Grant and
Home Program expenditures that were offset by reductions in the Neighborhood Stabilization Program
expenditures. The $0.8 million decrease in debt service expense was expected according to the
predetermined debt service schedules. Capital Outlay increased $3.3 million as a result of the $1.6
million elevator replacement project at the Third Street Courthouse, the $1.2 million build-out of the
Diagnostic Center, and an additional $0.9 million expended in progress payments towards the purchase
and implementation of the Court Case Management System. These increases were offset by a $0.5
million reduction in Public Safety vehicle purchases related to the termination of the US Marshals Service
contract.

Comparative Summary of Expenditures
For the Total Nonmajor Government Funds

2015 2014
Nonmaijor Nonmaijor Increase
Governmental Governmental (Decrease) %
Funds Funds 2014 to 2015 Change
Expenditures
General Government $ 8,775,647 $ 16,876,998 $ (8,101,351) -48%
Public Service and Records 6,408,416 6,124,013 284,403 5%
Judicial 7,072,336 6,935,906 136,430 2%
Public Safety 7,387,688 7,148,478 239,210 3%
Highways and Streets 20,450,369 10,549,526 9,900,843 94%
Health and Welfare 5,508,587 5,702,208 (193,621) -3%
Environment and Conservation 140,114 195,368 (55,254) -28%
Development, Housing and
Economic Development 3,024,580 2,922,433 102,147 3%

Debt Service 14,831,899 15,632,096 (800,197) -5%
Capital Outlay 15,182,151 11,887,048 3,295,103 28%
Total Expenditures $ 88,781,787 3 83,974,074 3 4,807,713 6%

Major Special Revenue Funds — The Motor Fuel Local Option Fund was reclassified to a nonmajor
governmental fund and the IMRF fund was reclassified as a major governmental fund. The $2.4 million
increase in the Transportation Sales Tax Fund revenue is primarily due to an increase in reimbursement
revenue. The $1.2 increase in Transportation Sales Tax Fund expenditures is simply the result of timing
of road construction projects. IMRF Fund revenue was flat compared to the previous year as a result of
the property tax levy freeze. The $0.9 million decrease in IMRF Fund expenditures is due partly to having
made a voluntary contribution in 2015 that was $0.5 million less than the previous year, and partly to
having lower required contribution rates compared to the prior year.

Business-type Activities - Combined operating revenues for the Enterprise Surcharge and the Enterprise
General decreased from $93 thousand in Fiscal Year 2014 to $52 thousand in Fiscal Year 2015 as a
result of a decline in recycling revenue. The main source of revenue in prior years had been derived from
waste dumped at Settler's Hill Landfill; the landfill closed on December 29, 2006.

Below is an analysis of expenses for the past two years for the Proprietary Enterprise Funds. Personnel
14
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Services increased due to the filling of a position that was vacant during a significant portion of the prior
year, while Benefits expense was slightly higher. Commodities expense increased by $39 thousand.
Contractual Services decreased by $754 thousand in Fiscal Year 2015 as a result of funding
improvements made to the Settler’s Hill Golf Course in the prior year that were not repeated in Fiscal Year
2015. The golf course is managed by the Forest Preserve District.

Comparative Summary of Expenses
For the Total Proprietary Enterprise Funds

2015 2014 Increase
Proprietary Proprietary (Decrease) %
Funds Funds 2014 to 2015 Change
Expenses

Personnel Services $ 175,860 $ 146,806 $ 29,054 20%
Benefits 46,563 37,610 8,953 24%
Contractual Services 119,056 872,966 (753,910) -86%
Commodities 51,988 13,121 38,867 296%
Total Expenses $ 393,467 $ 1,070,503 $ (677,036) -63%

FINANCIAL ANALYSIS OF KANE COUNTY'S FUNDS

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

Governmental funds - The general government functions are presented in the General, Special
Revenue, Debt Service, Capital Projects, and Permanent Funds. The focus of the County's governmental
funds is to provide information on near-term inflows, outflows, and balances of spendable resources.
Such information is useful in assessing the County's financing requirements. In particular, unreserved
fund balance may serve as a useful measure of the County's net resources available for spending at the
end of the year.

As of November 30, 2015, the County's governmental funds reported combined ending fund balances of
$209.8 million, a decrease of $9.8 million in comparison with the prior year. A decrease of $0.5 million in
fund balance was seen in the lllinois Municipal Retirement Fund as a result of the $0.5 million of General
Fund excess revenue over expenditures transferred to the IMRF Fund in Fiscal Year 2014 that was paid
to IMRF in Fiscal Year 2015. The Transportation Sales Tax Fund experienced a $1.7 million increase in
fund balance, as taxes collected were more than transportation-related expenditures and transfers out for
debt service purposes. The increase in the General Fund will be discussed below.

Approximately 25% ($52.0 million) of total governmental fund balance is unassigned fund balance, which
is available to meet the County's current and future needs for any purpose. The remainder of the fund
balance is available only for specific purposes: either nonspendable ($2.0 million), restricted ($85.1
million), committed ($33.0 million) or assigned ($37.8 million).

The General Fund is the chief operating fund of the County. At November 30, 2015, unassigned fund

balance of the General Fund was $52.1 million, while total fund balance reached $61.5 million. As a

measure of the General Fund's liquidity, it may be useful to compare both unassigned fund balance and

total fund balance to total fund expenditures. Unassigned fund balance represents 69% of total fund
15
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expenditures, while total fund balance represents 82% of that same amount. During 2015, revenues
exceeded expenditures by $9.5 million. After taking into account interfund transfers, the General Fund’s
fund balance increased by $2.2 million during the current fiscal year.

The General Fund is comprised of nine accounts - the General Account, or “General Corporate Account”,
which is the main operating account of the County, and eight other minor accounts. Total General
Account revenues were $4.4 million more than the final budgeted amount due mainly to greater than
expected other taxes, intergovernmental, licenses and permits, fines and reimbursements. Total
expenditures came in $1.7 million less than the final budget. Explanations of the areas where
expenditures differed significantly from budget are discussed below.

Proprietary funds - The County's proprietary funds provide the same type of information found in the
County-wide financial statements for business-type activities, but in more detail. The proprietary funds
include the Enterprise Surcharge Fund, Enterprise General Fund and the Internal Service Health
Insurance Fund.

Unrestricted net position of the Proprietary Funds total $10.0 million at November 30, 2015, of which $6.2
million relates to the Enterprise General Fund and $3.8 million relates to the Internal Service Health
Insurance Fund. The unrestricted net position for the Enterprise General fund decreased $0.3 million as a
result of funding Settler's Hill Golf Course improvements. The unrestricted net position for the Internal
Service Health Insurance Fund increased by $2.2 million as a result of a transfer of General Fund excess
revenue over expenditures for cash flow purposes. The Enterprise Surcharge Fund experienced a
decrease in net position of $0.4 million, most of which was due to the cost of administration and funding
the Environmental Prosecution program. Factors concerning the financing of the proprietary funds have
already been addressed in the discussion of the County's business-type activities.

GENERAL FUND BUDGETARY HIGHLIGHTS

Budget to actual statements and schedules for the General Fund are provided later in this comprehensive
annual financial report. Budget columns are provided for both the original budget adopted for Fiscal Year
2015 as well as the final budget. A column for actual expenditures and a column for differences between
final budget and actual expenditures are also reported.

Operating a government the size of Kane County is a dynamic business and budget amendments are
sometimes required; these amendments are approved throughout the year. A comparison of original
budget to final budget for the General Account of the General Fund revenues shows a $1.9 million total
net decrease. The major contributing factor is the $2.3 million reduction to Sheriff's Board and Care
Reimbursements resulting from the termination of the US Marshals Service contract. This reduction was
offset by the following increases: a $226 thousand increase to probation salary reimbursements, a $63
thousand increase to Information Technology revenue, a $22 thousand increase to miscellaneous
reimbursements and a $20 thousand increase in grants.
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KANE COUNTY, ILLINOIS

Management's Discussion and Analysis

As of and for the year ended November 30, 2015
(Unaudited)

Significant expenditure increases/decreases in budget include the following:

General Fund Department

Variance with Final
Budget
Positive/(Negative)

Reason for Variance

Building Management - Old
Courthouse

Building Management - ROE
Office

Sheriff

Adult Corrections

Corrections, Board and Care

$ (108,000) The budget for this subdepartment initially included

$ 130,000

$108,000 to maintain the ROE office. During the
year a separate subdepartment was created for the
"Building Management - ROE Office" and the
$108,000 budget from the "Old Courthouse"
subdepartment was transferred to the new "ROE
Office" subdepartment.

This subdepartment was newly created in Fiscal
Year 2015 and a total of $130,000 from other
subdepartment budgets was transferred to this
subdepartment to establish the initial budget.

$ (404,697) During the first half of the year, $451,700 of this

Sheriffs subdepartment budget was cut in response
to the Sheriffs termination of the US Marshals
Senice contract. Later in the year the budget was
increased $38,758 for overtime and investigations as
a result of receiving grant and reimbursement
revenue for those purposes. At year-end, $8,245
was added to fund final payroll adjustments.

$ (419,494) During the first half of the year, $966,800 of this

Sheriff's subdepartment budget was cut in response
to the Sheriffs termination of the US Marshals
Senice contract. Later in the year the budget was
increased by $547,306 as a result of a collective
bargaining agreement that had been reached
involving retroactive wage increases.

$ (196,400) During the first half of the year, $225,000 of this
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Sheriffs subdepartment budget was cut in response
to the Sheriffs termination of the US Marshals
Senice contract. Later in the year the budget was
increased by $28,600 in order to fund the cost of
outside housing expense for reasons other than the
US Marshals Senice program.



KANE COUNTY, ILLINOIS

Management's Discussion and Analysis
As of and for the year ended November 30, 2015
(Unaudited)

Variance with Final

Budget
General Fund Department Positive/(Negative) Reason for Variance
Adult Court Senvices $ 225,954 This budget adjustment was funded by an increase
in probation salary reimbursement revenue. The
purpose was to expand the Court Senices Pretrial
Program.
Other - Contingency $ (800,998) The purpose of the contingency is to fund
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unforeseen expenditures. During Fiscal Year 2015,
$708,523 of the contingency was utilized to fund the
increase in Sheriffs Corrections Officers payroll
expense resulting from the settlement of a collective
bargaining agreement inwolving retroactive wage
increases. $81,442 was utilized to fund greater
than anticipated expenditures for jurors, court
appointed counsel, and psychiatric/psychological
senices. $28,600 was utilized to fund the cost of
housing detainees outside of the County's Adult
Justice Facility. And $17,567 was a reimbursement
to the contingency from the Coroner's Office for
what had been utilized the previous year.



KANE COUNTY, ILLINOIS

Management's Discussion and Analysis
As of and for the year ended November 30, 2015
(Unaudited)

In several instances, revenues and expenditures were over or under budget. Significant variances are
shown as follows:

Variance with Final

Budget
Revenues Positive/(Negative) Reason for Variance

Local Use Tax $ 348,803 Due to the economic sensitivity of local use tax,

State Sales Tax $ 1,210,897 sales tax, state income tax, and revenue tax stamp

State Income Tax $ 786,750 fees, the County has chosen to budget these

Revenue Tax Stamp Fees $ 331,691 revenue streams conservatively.

Chancery Foreclosure Fees $ (459,607) Chancery Foreclosure Fees declined more sharply
than had been indicated by the trend data available
at the time the budget was prepared. This is a sign
the economy is improving more rapidly than the
County's conservative budgeting principles had
allowed for.

General Circuit Division Fees $ (376,697) General Circuit Division Fees have been declining
more rapidly than had been indicated by trend data
available at the time of the budget.

Probation Salary $ 2,198,081 As a result of timing of receipts, there was an

additional 4 months of revenue available for a total of
16 months of revenue compared to the 12 months
budgeted. There were also supplemental salary
reimbursements in August 2014, January 2015 and
June 2015 totaling approximately $500,000.
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Expenditures

KANE COUNTY, ILLINOIS

Management's Discussion and Analysis
As of and for the year ended November 30, 2015
(Unaudited)

Variance with Final
Budget
Positive/(Negative)

Reason for Variance

Information Technologies

Building Management - Old
Courthouse

Circuit Clerk - Administration

Sheriff

Adult Corrections

Adult Court Senices

Juvenile Court Senice

Juwvenile Custody

Other - Contingency

$ 196,416

The owerall faworable variance is partly due to
vacancies, but mainly due to lower expenditures for
maintenance than had been provided for.

$ (134,834) The unfavorable variance is the result of an

$ 146,480

$ 155,907

emergency mold remediation project, and is offset
by fawrable variances in other Building
Management subdepartments.

The favorable variance was caused by a significant
reduction in healthcare contribution required for the
employees expensed to this subdepartment.

The favorable variance is the result of vacant peace
officer positions, and offsets the negative variance in
Adult Corrections.

$ (102,549) The budget for medical/dental/hospital services was

$ 389,309

reduced in response to the termination of the US
Marshals Senice contract. However, the actual
expense remained unchanged due to contractual
issues, thereby creating the unfavorable variance.

The faworable variance is the result of prudently
managing vacancies in order to offset unfavorable
variances in other Court Senices subdepartments.

$ (105,991) The unfavorable variance is caused by greater than

budgeted personnel expense, and is offset by the
favorable variance in Adult Court Senrvices.

$ (154,889) The unfavorable variance was generated by a greater

$ 381,218
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than budgeted expenditure for juvenile board and
care, and is offset by the favorable variance in Adult
Court Senvices.

This faworable variance represents the unused
portion of the contingency budget, indicating the
budget was more than adequate for the current
year.



KANE COUNTY, ILLINOIS

Management's Discussion and Analysis
As of and for the year ended November 30, 2015
(Unaudited)

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets - The County's financial statements present capital assets in two groups: those assets
subject to depreciation, such as equipment, infrastructure or operational facilities and those assets not
subject to depreciation such as land and construction-in-progress.

The County's balance of capital assets for its governmental and business-type activities, net of
accumulated depreciation at November 30, 2015, totals $518.5 million, compared to $501.8 million at
November 30, 2014. The investment in capital assets includes land; buildings and building improvements;
machinery and equipment; roads; bridges; highway signals and street lights; and a fiber optic network.

Capital assets of governmental activities, net of accumulated depreciation, increased from $498.9 million
in 2014 to $515.6 million in 2015, a 3.3% or $16.7 million increase. Total new additions (net of transfers
from construction-in-progress) were $31.9 million. The new assets can be attributed to road projects, a
building addition, building improvements, equipment purchases and portions of the fiber optic network
having been placed in service. Nearly $21.0 million was added by new highway construction-in-progress
relating to thirty-four on-going projects. The County received capital contributions in the form of
infrastructure and land (right-of-way) in the amount of $5.8 million.

Current commitments for which the County has entered into contracts for future construction total
approximately $18.2 million for road and bridge projects. The work is expected to be completed over the
next three years.

Capital assets in proprietary funds were unchanged during the year.

Additional information on the County's capital assets can be found in Note Ill C. on pages 56-57 of this
report.

Long-Term Debt — A comparative summary of long-term debt appears at the top of the next page. At
November 30, 2015, the County had total long-term debt outstanding of $97.3 million for governmental
activities. For governmental activities, 51.8% ($50.4 million) was comprised of General Obligation Bonds
and Debt Certificates along with related premium amounts. The total debt for governmental activities
increased $4.6 million (5.0%) during the current fiscal year.

The decrease in General Obligation Bonds and Debt Certificates was due to the timely payment of
principal and interest. The liability relating to probable claims and judgments for general liability and
worker's compensation was up approximately $1.6 million from the prior year due to higher dollar claims
outstanding at the end of the current year. Compensated Absences include accrued vacation and certain
compensatory time and sick leave relating to the plan in effect prior to December 1, 1989. Compensated
Absences are calculated on current wages; the increase from Fiscal Year 2014 is primarily due to the
overall increase in hourly rate related to wage increases, as well as an increase in hours. The Other
Postemployment Benefits (OPEB) liability represents the year-end estimated postemployment healthcare
benefits to be provided for retirees. Although the County finances these benefits on a pay-as-you-go
basis, the liability is being accrued as the associated benefits are earned. The current year decrease
represents the OPEB cost for Fiscal Year 2015 less actual payments made, in addition to actuarial
valuation adjustments. The Net Pension Liability represents liability related to the IMRF and SLEP
pension plans as the County implemented GASB No. 68 and GASB No. 71 in Fiscal Year 2015. The
Construction Payable was down by $2.3 million.
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KANE COUNTY, ILLINOIS

Management's Discussion and Analysis
As of and for the year ended November 30, 2015

(Unaudited)
Increase
2015 2014* (Decrease)

Governmental Activities
General Obligation Bonds

and Debt Certificates $ 50,358,308 $ 64,467,616 $ (14,109,308)
Accrued Claims and Judgments 5,344,703 3,758,537 1,586,166
Compensated Absences 4,868,966 4,660,113 208,853
Other Postemployment Benefits 11,546,839 12,351,536 (804,697)
Net Pension Liability 20,080,228 - 20,080,228
Construction Payable 5,067,191 7,413,319 (2,346,128)

Total Governmental Activities $ 97,266,235 $ 92,651,121 $ 4,615,114

*Prior year information has not been updated for the effects of restatement due to the implementation of
GASB Statement No. 68 and 71 in Fiscal Year 2015.

The County’s most recent general obligation bond rating is AA+, a rating that was affirmed by Standard
and Poor’s Rating Group in May of 2014. Additional information on the County's long-term debt can be
found in Note Il E. on pages 59-64 of this report.

ECONOMIC FACTORS AND FISCAL YEAR 2016 BUDGETS AND RATES

Kane County has experienced substantial growth in the last decade and a half, aided by its accessibility to
Chicago and other suburbs. The population of Kane County was estimated at 530,847 and is anticipated
to climb to over 750,000 by 2030.

The unemployment rate for Kane County in November, 2015 was 6.0%, which is 0.5% higher than the
previous year’s rate of 5.5%. Sales tax revenue is anticipated to slightly increase in 2015. The County's
portion of state-based revenue has been affected by poor economic conditions over the past few years as
many state reimbursements and pass-throughs have been reduced, delayed or eliminated entirely. Of
particular concern is the fact that the County’s share of state income tax revenue may be reduced by 50%
if the governor’s proposed budget is adopted. The County has prepared for this possibility by reserving a
total of $4.9 million in the Emergency Reserve Fund, which will be sufficient to sustain the County through
November 30, 2017 if the proposed reduction in state income tax revenue occurs.

The County has received RTA Mass Transit Sales Tax revenue from the State of lllinois since 2008. It
has been increasing at the rate of approximately $0.5 million per year, and reached $16.8 million in 2015.
This sales tax must be used to fund operating and capital costs of public safety and public transportation
services. The County has allocated 82% to Transportation, 9% to Public Safety, 6% to Judicial
Technology and 3% to a Contingency Fund. The tax has provided opportunities for many new
improvements in the County in addition to supporting the local economy with new jobs. The accumulated
allocation of RTA Sales Tax in the Judicial Technology Fund will fund the ongoing implementation of the
Court Case Management system, which was purchased in 2014 and is expected to be fully implemented
in 2016.

Interest earnings by the County’s investments have improved this past year as the County continued to

invest in longer term investments yielding higher rates of return. The County anticipates increasing its
investment income in Fiscal Year 2016 by 10%.
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KANE COUNTY, ILLINOIS

Management's Discussion and Analysis
As of and for the year ended November 30, 2015
(Unaudited)

The County Board levied the same amount of aggregate property tax for tax year 2015 to be collected in
Fiscal Year 2016 as it had for the previous tax year. Therefore, property tax revenues for 2016 are
anticipated to remain at a constant level.

The County has committed to a general 2.5% wage increase in Fiscal Year 2016 for both union and non-
union employees, along with the step increases and merit increases that are in accordance with collective
bargaining agreements in effect.

The County became partially self-insured for employee healthcare claims in Fiscal Year 2014. A reserve
for future claims has been maintained in the Health Insurance Internal Service Fund. The County joined
the Intergovernmental Personnel Benefits Cooperative near the end of Fiscal Year 2015 and became fully
insured once again as of January 1, 2016. The County will use the Health Insurance reserve to subsidize
the cost of premiums for Fiscal Year 2016 and beyond.

All of these factors were considered in the preparation of the County's 2016 budget. In accordance with
current economic factors, the County only slightly increased its anticipated spending for 2016. The
County is committed to passing a balanced budget, allowing for an adequate contingency fund, and
maintaining adequate reserves. Over and above the general reserves and Emergency Reserve
mentioned above, the County has set aside a $2 million reserve to be used in lieu of a property tax levy
increase, so as to avoid a property tax increase for as long as possible.

REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the County's finances for all those with
an interest in the County's finances. Questions concerning any of the information provided in this report
or requests for additional financial information should be addressed to Joseph Onzick, Executive Director
of Finance and Chief Financial Officer, 719 S. Batavia Avenue, Geneva, IL 60134, (630) 208-5113. Email
requests should be sent to onzickjoseph@co.kane.il.us.
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Assets and Deferred
Outflows of Resources

Assets
Cash and investments
Property tax receivable
Intergovernmental receivable
Interest receivable
Loans receivable
Other receivable
Other taxes
Prepaid items
Deposits
Capital assets not being depreciated
Capital assets, being depreciated, net

Total Assets

Deferred Outflows of Resources
Deferred outflows related to pensions
Deferred charge on refunding

Total Deferred Outflows of Resources

Total Assets and Deferred
Outflows of Resources

KANE COUNTY, ILLINOIS

Statement of Net Position
As of November 30, 2015

Component Unit

Governmental Business-Type Kane County
Activities Activities Total Forest Preserve

$ 206,869,580 $ 13,966,949 $ 220,836,529 $ 43,871,336
54,606,227 - 54,606,227 17,876,659
22,069,654 - 22,069,654 -
758,893 - 758,893 -
4,877,934 - 4,877,934 -
1,821,549 560 1,822,109 3,150,843

- 52,879 52,879 -

737,908 - 737,908 6,500
20,000 - 20,000 -
111,175,953 2,883,454 114,059,407 383,870,506
404,474,153 - 404,474,153 39,476,502
807,411,851 16,903,842 824,315,693 488,252,346
18,683,838 - 18,683,838 660,823
2,513,930 - 2,513,930 -
21,197,768 - 21,197,768 660,823

$ 828,609,619 $ 16,903,842 $ 845,513,461 $ 488,913,169

See accompanying notes to basic financial statements.
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Liabilities, Deferred Inflows
of Resources, and Net Position

Liabilities

Accounts payable

Health claims payable

Accrued payroll

Interest payable

Unearned revenue

Long-Term Obligations, due within one year:
Bonds and debt certificates
Accrued claims and judgments
Compensated absences

Component Unit

Long-Term Obligations, due in more than one year:

Bonds and debt certificates
Accrued claims and judgments
Compensated absences
Long-term construction payable
Net pension liability - IMRF

Net pension liability - SLEP
Other postemployment benefits

Total Liabilities

Deferred Inflows of Resources
Property taxes levied for future periods
Deferred inflows related to pensions
Deferred other revenue
Deferred gain on refunding

Total Deferred Inflows of Resources

Net Position
Net investment in capital assets
Restricted for:
Tort immunity
Employee benefits
Public service and record maintenance
Judicial purposes
Public safety
Highway projects
Health and welfare
County development
Debt service
Capital projects
Other purposes
Permanent fund - nonspendable
Unrestricted

Total Net Position

Total Liabilities, Deferred
Inflows of Resources, and Net Position

Governmental Business-Type Kane County
Activities Activities Total Forest Preserve
$ 8,907,712 $ 13,416 $ 8,921,128 $ 943,923
900,789 - 900,789 -
7,329,189 13,676 7,342,865 314,732
831,947 - 831,947 295,276
86,540 810 87,350 -
5,750,000 - 5,750,000 22,246,906
2,800,000 - 2,800,000 -
3,907,865 - 3,907,865 62,154
44,608,308 - 44,608,308 157,801,398
2,544,703 - 2,544,703 -
961,101 - 961,101 248,617
5,067,191 - 5,067,191 -
7,575,709 - 7,575,709 992,377
12,504,519 - 12,504,519 -
11,546,839 - 11,546,839 214,762
115,322,412 27,902 115,350,314 183,120,145
54,606,227 - 54,606,227 36,009,124
526,052 - 526,052 -

- - - 603,476

- - - 2,160,274
55,132,279 - 55,132,279 38,772,874
467,908,537 2,883,454 470,791,991 245,937,016
6,174,070 - 6,174,070 622,107
5,866,029 - 5,866,029 308,249
2,672,241 - 2,672,241 -
1,593,345 - 1,593,345 -
2,449,674 - 2,449,674 -
53,136,804 - 53,136,804 -
3,397,125 - 3,397,125 -
246,897 - 246,897 -
6,929,458 - 6,929,458 3,891,081
34,349 7,768,546 7,802,895 2,000,000
1,047,101 - 1,047,101 289,806
1,150,000 - 1,150,000 -
105,549,298 6,223,940 111,773,238 13,971,891
658,154,928 16,875,940 675,030,868 267,020,150
$ 828,609,619 $ 16,903,842 $ 845,513,461 $ 488,913,169

See accompanying notes to basic financial statements.
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Functions/Programs

KANE COUNTY, ILLINOIS

Statement of Activities
For the Year Ended November 30, 2015

Program Revenues

Fees, Fines
and Charges

Expenses for Services

Operating
Grants and
Contributions

Capital
Grants and
Contributions

Primary Government:
Governmental Activities

General government
Public safety
Highway and streets
Judicial
Public services and records
Health and welfare
Environment and conservation
Development, housing and economic
development
Interest and fiscal charges

Total governmental activities

Business Type Activities
Solid waste

Total business-type activities

Total Primary Government

Component Unit:
Forest Preserve District

$ 33269779 $ 5280649 $ 3,194,902 $ 100,000
47,847,896 6,669,508 7,641,336 -
32,125,106 415,916 16,222,647 10,610,342
24,155,483 11,710,216 1,320,933 -
12,398,880 5,029,921 5,943,990 -
5,671,386 1,277,118 1,846,533 -

152,222 2,000 3,850 -
4,607,858 1,365,251 2,627,142 -
1,877,558 133,778 - -
162,106,168 31,884,357 38,801,333 10,710,342
693,967 52,258 2,000 -
693,967 52,258 2,000 -
$ 162,800,135 $ 31,936,615 $ 38,803,333 $ 10,710,342
$ 17,507,508 $ 3,301,698 $ - $ 1,094,490

General revenues:
Taxes
Property tax
RTA sales tax
Other taxes

Intergovernmental
State income tax
State sales tax

Net investment income

Miscellaneous

Transfers

Total general revenues and transfers

Change in net position

Net position - beginning (as restated)

Net position - ending

See accompanying notes to basic financial statements.

26



Net (Expense) Revenue and
Changes in Net Position

Component

Primary Government Unit

Governmental Business-type Kane County
Activities Activities Total Forest Preserve

$ (24,694,228) $ - $ (24,694,228) $ -
(33,537,052) - (33,537,052) -
(4,876,201) - (4,876,201) -
(11,124,334) - (11,124,334) -
(1,424,969) - (1,424,969) -
(2,547,735) - (2,547,735) -
(146,372) (146,372) -
(615,465) - (615,465) -
(1,743,780) - (1,743,780) -
(80,710,136) - (80,710,136) -

- (639,709) (639,709) -

- (639,709) (639,709) -
(80,710,136) (639,709) (81,349,845) -

- - - (13,111,320)

53,638,759 - 53,638,759 35,273,065
16,829,846 - 16,829,846 -
5,230,322 - 5,230,322 303,382
6,406,750 - 6,406,750 -
15,407,868 - 15,407,868 -
1,361,694 101,164 1,462,858 127,395
1,025,750 - 1,025,750 2,396,226
168,575 (168,575) - -
100,069,564 (67,411) 100,002,153 38,100,068
19,359,428 (707,120) 18,652,308 24,988,748
638,795,500 17,583,060 656,378,560 242,031,402

$ 658,154,928 $ 16,875,940 $ 675,030,868 $ 267,020,150

See accompanying notes to basic financial statements.
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Assets
Cash and investments
Property tax receivable
Intergovernmental receivable
Interest receivable
Loans receivable
Other receivables
Prepaid items
Deposits
Due from other funds

Total Assets

Liabilities, Deferred Inflows
of Resources, and Fund Balances

Liabilities
Accounts payable
Accrued payroll
Due to other funds
Unearned revenue
Total Liabilities

Deferred Inflows of Resources
Property taxes levied for future periods
Unavailable revenue

Total Deferred Inflows of Resources

Fund Balances
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total Fund Balances

Total Liabilities, Deferred Inflows of
Resources, and Fund Balances

KANE COUNTY, ILLINOIS

Governmental Funds

As of November 30, 2015

Balance Sheet

Major Funds

Municipal Transportation Nonmajor Total
General Retirement Sales Tax Governmental Governmental

Fund Fund Fund Funds Funds
$ 60,604,558 $ 6,800,609 $ 15,404,014 $ 118,897,331 $ 201,706,512
33,012,567 6,796,568 - 14,797,092 54,606,227
7,562,755 - 4,313,142 10,193,757 22,069,654
225,912 24,858 61,917 438,500 751,187
- - - 4,877,934 4,877,934
202,317 247,072 190,253 907,207 1,546,849
617,299 - - 111,860 729,159
20,000 - - - 20,000
338,141 - - 1,154,926 1,493,067
$ 102,583,549 $ 13,869,107 $ 19,969,326 $ 151,378,607 $ 287,800,589
$ 1,612,882 $ - % 1,543,229 $ 4,386,566 $ 7,542,677
3,983,027 1,483,497 - 1,862,665 7,329,189
553,355 - - 1,493,067 2,046,422
- - - 86,540 86,540
6,149,264 1,483,497 1,543,229 7,828,838 17,004,828
33,012,567 6,796,568 - 14,797,092 54,606,227
1,948,048 15,790 1,414,576 2,980,607 6,359,021
34,960,615 6,812,358 1,414,576 17,777,699 60,965,248
736,929 - - 1,261,860 1,998,789
- 4,815,698 - 80,242,787 85,058,485
4,867,618 - 16,395,500 16,563,356 37,826,474
3,795,654 757,554 616,021 27,735,241 32,904,470
52,073,469 - - (31,174) 52,042,295
61,473,670 5,573,252 17,011,521 125,772,070 209,830,513
$ 102,583549 $ 13,869,107 $ 19,969,326 $ 151,378,607 $ 287,800,589

See accompanying notes to basic financial statements.
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KANE COUNTY, ILLINOIS

Reconciliation of Governmental Funds Balance Sheet
to Statement of Net Position
As of November 30, 2015

Total fund balances - governmental funds

Amounts reported for governmental activities in the Statement of Net Position
are different because:

Capital assets used in governmental activities are not current financial resources
and therefore are not reported in the governmental funds:

Capital assets $ 697,552,520
Accumulated depreciation (181,902,414)

The deferred amount on refunding of bonds do not require the use of current
financial resources and therefore are not reported as deferred outflows of
resources in governmental funds.

Some liabilities reported in the Statement of Net Position do not require the use of
current financial resources and therefore are not reported as liabilities in
governmental funds. These activities consist of:

Interest payable on debt (831,947)
General obligation bonds and debt certificates (50,358,308)
Accrued claims and judgments (5,344,703)
Net pension liability (20,080,228)
Other postemployment benefits (11,546,839)
Long-term construction payable (5,067,191)
Compensated absences (4,868,966)

Revenues collected after the County's availability period are reported as deferred
inflows of resources in governmental funds, however these amounts have been
reported as revenues in the Statement of Activities.

Deferred outflows of resources related to pensions do not relate to current
financial resources and are not reported in the governmental funds.

Deferred inflows of resources related to pensions do not relate to current
financial resources and are not reported in the governmental funds.

Internal services funds are reported in the Statement of Net Position as
governmental activities.

Net position of governmental activities

See accompanying notes to basic financial statements.
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$ 209,830,513

515,650,106

2,513,930

(98,098,182)

6,359,021

18,683,838

(526,052)

3,741,754

$ 656,154,928



KANE COUNTY, ILLINOIS

Governmental Funds

Statement of Revenues, Expenditures, and Changes in Fund Balances
For the Year Ended November 30, 2015

Revenues
Property taxes
Other taxes
Licenses and permits
Grants
Intergovernmental
Fines
Charges for services
Reimbursements
Net investment income
Miscellaneous

Total Revenues

Expenditures
Current:
General government
Public safety
Highways and streets
Judicial
Public services and records
Health and welfare
Environment and conservation
Development, housing and
economic development
Debt Service
Principal
Interest and fiscal charges
Capital outlay

Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

Other Financing Sources (Uses)
Insurance recovery
Proceeds from sale of property
Transfers in
Transfers out

Total Other Financing Sources (Uses)
Net Change in Fund Balances
Fund Balances, Beginning of Year

Fund Balances, End of Year

Major Funds

Municipal Transportation Nonmajor Total
General Retirement Sales Tax Governmental Governmental

Fund Fund Fund Funds Funds
32,855,916 $ 6,765,413 $ - $ 14,710,702 $ 54,332,031
1,327,879 2,280 13,790,627 19,006,657 34,127,443
725,907 - - 1,545,867 2,271,774
579,982 - - 11,053,268 11,633,250
23,548,241 - - - 23,548,241
3,305,039 - - 1,118,819 4,423,858
13,635,961 - - 11,600,256 25,236,217
8,074,420 - 2,467,815 7,709,487 18,251,722
230,583 33,362 100,124 623,144 987,213
180,281 - - 3,594,869 3,775,150
84,464,209 6,801,055 16,358,566 70,963,069 178,586,899
12,451,681 7,379,184 - 8,775,647 28,606,512
37,896,922 - - 7,387,688 45,284,610
- - 5,089,819 20,450,369 25,540,188
16,117,284 - - 7,072,336 23,189,620
5,810,116 - - 6,408,416 12,218,532
- - - 5,508,587 5,508,587
- - - 140,114 140,114
1,539,937 - - 3,024,580 4,564,517
1,005,000 - - 12,715,000 13,720,000
21,356 - - 2,116,899 2,138,255
140,688 - 9,570,429 15,182,151 24,893,268
74,982,984 7,379,184 14,660,248 88,781,787 185,804,203
9,481,225 (578,129) 1,698,318 (17,818,718) (7,217,304)
- - - 323,832 323,832
- - - 8,700 8,700
2,605,133 118,153 - 14,940,479 17,663,765
(9,883,911) (90,800) - (10,554,479) (20,529,190)
(7,278,778) 27,353 - 4,718,532 (2,532,893)
2,202,447 (550,776) 1,698,318 (13,100,186) (9,750,197)
59,271,223 6,124,028 15,313,203 138,872,256 219,580,710
61,473,670 $ 5,573,252 $ 17,011,521 § 125,772,070 $ 209,830,513

See accompanying notes to basic financial statements.
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KANE COUNTY, ILLINOIS

Reconciliation of Statement of Revenues, Expenditures, and Changes in Fund
Balances of Governmental Funds to Statement of Activities
For the Year Ended November 30, 2015

Net change in total governmental fund balances $ (9,750,197)

Amounts reported for governmental activities in the Statement of Activities
are different because:

Governmental funds report purchases of capital assets as expenditures while
governmental activities report depreciation expense to allocate those
expenditures over the life of the assets.

Capital expenditures $ 26,224,794
Depreciation (13,471,369)
Net book value of assets retired (1,812,984)
Capital expenditures in excess of depreciation 10,940,441

Capital assets transferred to the County are recorded as capital contributions in
the Statement of Activities, but do not require the use of current financial resources
and are therefore not reported in the governmental funds. 5,755,833

Receivables not currently available are reported as revenue when collected
or currently available in the fund financial statements but are recognized as
revenue when earned in the government-wide financial statements. (4,540,339)

Some expenses in the statement of activities do not require the use of current
financial resources and, therefore, are not reported as expenditures in the
governmental funds.

Decrease in accrued interest on debt 213,090
Decrease in long-term construction payable 2,346,128
Increase in accrued claims and judgments (1,586,166)
Increase in net pension liability (9,426,596)
Increase in deferred outflows of resources related to pensions 9,438,760
Increase in deferred inflows of resources related to pensions (526,052)
Decrease in other postemployment benefits 804,697
Increase in compensated absences (208,853)
Amortization of bond premium 389,308
Amortization of deferred amount on refunding (341,701)
1,102,615
Repayment of principal on long-term debt is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the Statement of Net
Position. 13,720,000
Internal service funds are used by management to charge self insurance costs
to individual funds. The change in net position of the internal service fund is reported
with governmental activities. 2,131,075
Change in net position of governmental activities $ 19,359,428

See accompanying notes to basic financial statements.
31



Assets

Current Assets:
Cash and investments
Prepaid items
Accounts receivable
Interest receivable
Other receivables
Due from other funds

Total Current Assets

Noncurrent Assets:
Capital assets not being depreciated
Land
Capital assets being depreciated
Vehicles
Accumulated depreciation

Total Noncurrent Assets

Total Assets

Liabilities and Net Position

Liabilities
Current Liabilities:
Accounts payable
Health claims payable
Accrued payroll
Unearned revenue

Total Liabilities

Net Position
Net investment in capital assets
Restricted for capital projects
Unrestricted net position
Total Net Position

Total Liabilities and Net Position

KANE COUNTY, ILLINOIS

Statement of Net Position

Proprietary Funds

As of November 30, 2015

Enterprise Funds

Enterprise Enterprise
Surcharge General Internal Service
Fund Fund Total Fund
$ 7,766,639 6,200,310 $ 13,966,949 $ 5,163,068
- - - 8,749
- - - 258,035
29,249 23,630 52,879 7,706
560 - 560 16,665
- - - 553,355
7,796,448 6,223,940 14,020,388 6,007,578
- 2,883,454 2,883,454 -
20,962 - 20,962 -
(20,962) - (20,962) -
- 2,883,454 2,883,454 -
$ 7,796,448 9,