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North Chicago, Illinois

We have audited the accompanying financial statements of the governmental activities, the business-type

activities, each major fund, and the aggregate remaining fund information of the City of North Chicago, Illinois, as

of and for the year ended April 30, 2011, which collectively comprise the City's basic financial statements, as

listed in the table of contents. These financial statements are the responsibility of the City's management. Our

responsibility is to express opinions on these financial statements based on our audit. We did not audit the

financial statements of the Police and Firefighters' Pension Funds, which represent over ninety-nine percent of the

assets, net assets (deficits), and revenues of the fiduciary funds. Those statements were audited by other auditors

whose reports have been furnished to us, and our opinion, insofar as it relates to the amounts included for the

Police Pension Fund and Firefighters' Pension Fund, is based solely on the reports of the other auditors.

Except as discussed in the following paragraph, we conducted our audit in accordance with auditing standards

generally accepted in the United States of America and the standards applicable to financial audits contained in

Government Auditing Standards, issued by the Comptroller General of the United States. Those standards

require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements

are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts

and disclosures in the financial statements. An audit also includes assessing the accounting principles used and

significant estimates made by management, as well as evaluating the overall financial statement presentation. We

believe that our audit provides a reasonable basis for our opinions.  

The financial statements of the Five Points Economic Development Corporation (a component unit) have not been

audited or reviewed, and we were not engaged to audit or review the Five Points Economic Development

Corporation financial statements as part of our audit of the City's basic financial statements. Five Points

Economic Development Corporation financial activities are included in the City's basic financial statements as a

discretely presented component unit and reflect total assets of $2,220,260, total revenues of $2,604, and deficits of

($4,756,239).

INDEPENDENT AUDITORS' REPORT

The Honorable Mayor and City Council

City of North Chicago
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North Chicago, Illinois

October 7, 2011

The Honorable Mayor and City Council

Certified Public Accountants

MILLER, COOPER & CO., LTD.

In our opinion, except for the effects of such adjustments, if any, as might have been determined to be necessary

had the Five Points Economic Development Corporation financial statements been audited, based on our audit and

the reports of the other auditor, the financial statements referred to above present fairly, in all material respects,

the respective financial position of the governmental activities, business-type activities, each major fund, and the

aggregate remaining fund information of the City of North Chicago, Illinois, as of April 30, 2011, and the

respective changes in financial position thereof for the year then ended in conformity with accounting principles

generally accepted in the United States of America.  

City of North Chicago

(Continued)

In accordance with Government Auditing Standards, we have issued our report dated October 7, 2011on our

consideration of the City's internal control over financial reporting and our tests of its compliance with certain

provisions of laws, regulations, contracts and grant agreements, and other matters. The purpose of that report is

to describe the scope of our testing of internal control over financial reporting and compliance and the results of

that testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That

report is an integral part of an audit performed in accordance with Government Auditing Standards and should

be considered in assessing the results of our audit. 

The management's discussion and analysis on pages 3 through 13, the Illinois Municipal Retirement Fund

historical data on page 74, the other postemployment benefits data on page 75, the Police and Firefighters'

Pension Funds supplementary information, and the budgetary comparison schedules and notes to required

supplementary information on pages 76 through 80 are not a required part of the basic financial statements but

are supplementary information required by accounting principles generally accepted in the United States of

America. We have applied certain limited procedures, which consisted principally of inquiries of management

regarding the methods of measurement and presentation of the required supplementary information. However, we

did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively

comprise the City's basic financial statements. The other schedules, listed in the table of contents as

supplementary financial information and other supplementary information, are presented for purposes of

additional analysis and are not a required part of the basic financial statements. Such information has been

subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is

fairly stated in all material respects in relation to the basic financial statements taken as a whole. 

Deerfield, Illinois
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Management's Discussion and Analysis 
 
As management of the City of North Chicago, we offer readers of the City of North Chicago's financial 

statements this narrative overview and analysis of the financial activities of the City of North Chicago for 

the fiscal year ended April 30, 2011.   

  

Financial Highlights 

 

 The assets of the City of North Chicago (the City) exceeded its liabilities at the close of the most 

recent fiscal year by $28,429,105 (net assets).   

 As of the close of the current fiscal year, the City's governmental funds reported combined ending 

fund balances of $21,699,902.  Of this amount, $8,384,962 was unrestricted, undesignated, and 

available for spending at the City’s discretion (unreserved fund balance). 

 At the end of the current fiscal year, unreserved fund balance for the General Fund was 

$5,425,300, or 28.5 percent of total general fund expenditures. 

 The City's total general obligation bonds outstanding are $28,180,000, a decrease of $385,000 for 

principal payments during the current fiscal year.    

 

Overview of the Financial Statements 

 

The management’s discussion and analysis serves as an introduction to the City's basic financial 

statements, which are the government-wide financial statements, fund financial statements, and notes to 

the financial statements.  Also included in the report is required supplementary information, 

supplementary financial information, and other supplementary information. 

 

Government-wide financial statements.  The government-wide financial statements are designed to 

provide readers with a broad overview of the City's finances, in a manner similar to a private-sector 

business.  These statements combine and consolidate short-term, spendable resources with capital assets 

and long-term obligations. 

 

The statement of net assets presents information on all of the City's assets and liabilities, with the 

difference between the two reported as net assets.  Over time, increases or decreases in net assets may 

serve as a useful indicator of whether the financial position of the City is improving or deteriorating. 

 

The statement of activities presents information showing how the City's net assets changed during the 

most recent fiscal year.  All changes in net assets are reported as soon as the underlying event giving rise 

to the change occurs, regardless of the timing of related cash flows.  Thus, revenues and expenses are 

reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g., 

uncollected taxes and earned but unused vacation leave). 

 

Both of the government-wide financial statements distinguish functions of the City that are principally 

supported by taxes and intergovernmental revenues (government activities) from other functions that are 

intended to recover all or a significant portion of their costs through user fees and charges (business-type 

activities).  The governmental activities of the City include administration and general government, public 

safety, public works, library, and economic development.  The business-type activities of the City include 

the water and wastewater operations. 
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The government-wide financial statements include not only the City itself (known as the primary 

government), but also a legally separate component unit for which the City is financially accountable.  

Unaudited financial information for the Five Points Economic Development Corporation (nonprofit 

corporation) is reported separately from the financial information presented for the primary government 

itself.     

 

The government-wide financial statements can be found on pages 14-17 of this report. 

 

Fund financial statements.  A fund is a grouping of related accounts that is used to maintain control over 

resources that have been segregated for specific activities or objectives.  The City, 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 City can be divided into three categories:  governmental funds, 

proprietary funds, and fiduciary funds. 

 

Governmental funds.  Governmental funds are used to account for essentially the same functions 

reported as governmental activities in the government-wide financial statements.  However, unlike the 

government-wide financial statements, governmental fund financial statements focus on near-term 

inflows and outflows of spendable resources, as well as on balances of spendable resources available at 

the end of the fiscal year.  Such information may be useful in evaluating the City's near-term financing 

requirements. 

 

Because the focus of governmental funds is narrower than that of the government-wide financial 

statements, it is useful to compare the information presented for governmental funds with similar 

information presented for governmental activities in the government-wide financial statements.  By doing 

so, readers may better understand the long-term impact of the government's near-term financing 

decisions.  Both the governmental fund balance sheet and the governmental fund statement of revenues, 

expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between 

governmental funds and governmental activities. 

 

The City maintains individual governmental funds.  Information is presented separately in the 

governmental fund balance sheet and in the governmental funds statement of revenues, expenditures, and 

changes in fund balances for the General and Downtown Tax Increment Financing Redevelopment 

Project Area Funds, which are considered to be major funds.  Data for the other governmental funds are 

combined into a single, aggregated presentation.  Individual fund data for each of these nonmajor 

governmental funds is provided in the form of combining statements elsewhere in this report. 

 

The City adopts an annual appropriated budget for its General Fund and certain other funds.  A budgetary 

comparison statement has been provided for the General Fund and any major special revenue funds to 

demonstrate compliance with the budget. 

 

The basic governmental fund financial statements can be found on pages 18-21 of this report. 

 

Proprietary funds.  The City's proprietary funds provide the same type of information found in the 

government-wide financial statements, but in more detail. 
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The City maintains two different types of proprietary funds.  Enterprise funds are used to report the same 

functions presented as business-type activities in the government-wide financial statements.  The City 

uses enterprise funds to account for its water and wastewater operations.  Internal service funds are an 

accounting device used to report activities that provide goods or services to City departments. The City 

uses internal service funds to account for employee dental and vision self-insurance and retiree's medical 

insurance.  Because both of these services predominantly benefit governmental rather than business-type 

functions, they have been included within governmental activities in the government-wide financial 

statements.   

 

The proprietary fund financial statements provide separate information for the water and wastewater 

operations, which are considered to be a major fund of the City.  Conversely, both internal service funds 

are combined into a single, aggregated presentation in the proprietary fund financial statements.  

Individual fund data for the internal service funds is provided in the form of combining statements 

elsewhere in this report. 

 

Unrestricted net assets of the enterprise funds at the end of the fiscal year amounted to $6,380,805 and 

those of the internal service funds amounted to $70,002. 

 

The basic proprietary fund financial statements can be found on pages 22-27 of this report. 

 

Fiduciary funds.  Fiduciary funds are used to account for resources held for the benefit of parties outside 

the City.  Fiduciary funds are not reflected in the government-wide financial statements because the 

resources of those funds are not available to support the City's own programs.  Fiduciary funds are used to 

account for agency funds and pension trust funds that are audited by a separate accounting firm. 

 

The basic fiduciary fund financial statements can be found on pages 28-29 of this report. 

 

Notes to the financial statements.  The notes provide additional information that is essential to a full 

understanding of the data provided in the government-wide and fund financial statements.  The notes to 

the financial statements can be found on pages 33-72 of this report. 

 

Other information.  In addition to the basic financial statements and accompanying notes, this report 

also presents certain required supplementary information concerning the City's progress in funding its 

obligation to provide pension benefits to its employees and budget comparisons for the General and major 

Special Revenue funds.  Required supplementary information can be found on pages 73-79 of this report. 

 

The combining statements referred to earlier in connection with nonmajor governmental funds and 

internal service funds are presented following the required supplementary information on pensions in the 

supplementary financial information section.  Combining and individual fund statements and schedules 

for nonmajor governmental funds and internal service funds can be found on pages 103-114  and 123-125 

of this report, respectively. 

 

Government-wide Financial Analysis 

 

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position.  

In the case of the City, assets exceeded liabilities by $28,429,105 at the close of the most recent fiscal 

year. 
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By far the largest portion of the City's net assets reflects its investment in capital assets (i.e., land, 

buildings, machinery, and equipment) less any related debt used to acquire those assets that is still 

outstanding.  The City uses these capital assets to provide services to citizens; consequently, these assets 

are not available for future spending.  Although the City's investment in its capital assets is reported net of 

related debt, it should be noted that the resources needed to repay this debt must be provided from other 

sources, since the capital assets themselves cannot be used to liquidate these liabilities. 

 

The following table reflects condensed information for the City's net assets: 

 

CITY OF NORTH CHICAGO 

Net Assets 

 

Governmental Business-type 

  

 

activities activities Total 

 

2011 2010 2011 2010 2011 2010 

Current and other assets 

 

$29,659,377  

 

$28,376,785   $ 6,962,868   $ 7,070,624  

 

$36,622,245  

 

$35,447,409  

Capital assets 

      

20,559,566  

      

19,865,092  

      

16,057,516  

      

16,437,210  

     

36,617,082  

      

36,302,302  

   Total assets 

      

50,218,943  

      

48,241,877  

      

23,020,384  

      

23,507,834  

     

73,239,327  

      

71,749,711  

Current liabilities 

        

7,889,473  

        

6,813,033  

           

428,812  

           

524,050  

       

8,318,285  

        

7,337,083  

Long-term liabilities  

      

31,535,425  

      

31,345,726  

        

4,956,512  

        

5,185,859  

     

36,491,937  

      

36,531,585  

   Total liabilities 

      

39,424,898  

      

38,158,759  

        

5,385,324  

        

5,709,909  

     

44,810,222  

      

43,868,668  

Net assets:             

Invested in capital assets, 

net of related debt 

      

20,086,524  

      

19,410,744  

      

11,254,255  

      

11,631,913  

     

31,340,779  

      

31,042,657  

Restricted by enabling 

legislation 

        

3,372,183  

        

2,416,335  

                    

-    

                    

-    

       

3,372,183 

        

2,416,335  

Restricted for pension 

           

358,260  

                    

-    

                    

-    

                    

-    

          

358,260  

                    

-    

Unrestricted 

    

(13,022,922) 

    

(11,743,961) 

        

6,380,805  

        

6,166,012  

     

(6,642,117) 

      

(5,577,949) 

   Total net assets 

 

$10,794,045  

 

$10,083,118  

 

$17,635,060  

 

$17,797,925  

 

$28,429,105  

 

$27,881,043  

 

At the end of the current fiscal year, the City is able to report positive balances in both categories of net 

assets, the governmental activities as a whole, as well as for the business-type activities.  The same was 

true for the prior fiscal year. 
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Governmental activities.  The City's changes in net assets and total revenues, expenses, and transfers for 

governmental and business-type activities are reflected in the following: 

 

CITY OF NORTH CHICAGO 

Changes in Net Assets 

 
Governmental Business-type 

  

 
activities activities Total 

 
2011 2010 2011 2010 2011 2010 

Revenues:             

Program revenues:             

   Charges for services  $  3,174,665   $  2,540,810   $  5,873,335   $  5,793,081   $  9,048,000   $  8,333,891  

   Operating grants and 

      
   contributions      1,798,064       1,335,586                    -            438,214       1,798,064       1,773,800  

   Capital grants and 
      

   contributions         684,311          852,342                    -                      -            684,311          852,342  

General revenues:             

   Property taxes      6,430,936       6,550,547          186,528  117,301         6,617,464       6,667,848 

   Other taxes      9,622,003       9,255,898                    -                      -         9,622,003       9,255,898  

   Other          545,710          614,550            16,579          18,418          562,289          632,968  

     Total revenues    22,255,689     21,149,733       6,076,442       6,367,014     28,332,131     27,516,747  

       
Expenses:             

   Administration and general   

   government      6,837,152       5,886,965                    -                      -         6,837,152       5,886,965  

   Police      8,373,853       8,722,602                    -                      -         8,373,853       8,722,602  

   Fire      2,678,742       2,731,408                    -                      -         2,678,742       2,731,408  

   Public works      1,834,341       3,185,172                    -                      -         1,834,341       3,185,172  

   Library         601,666          567,578                    -                      -            601,666          567,578  

   Economic development      1,974,950       1,636,624                    -                      -         1,974,950       1,636,624  

   Interest      1,244,058       1,290,926                    -                      -         1,244,058       1,290,926  

   Water                   -                      -         3,197,704       3,153,259       3,197,704       3,153,259  

   Sewer                   -                      -         1,041,603          919,384       1,041,603          919,384  

Total expenses    23,544,762     24,021,275       4,239,307       4,072,643     27,784,069     28,093,918  

Change in net assets before transfers 

    

(1,289,073) 

    

(2,871,542)      1,837,135       2,294,371          548,062  

       

(577,171) 

Transfers      2,000,000       2,000,000      (2,000,000) 

    

(2,000,000)                     -                    -    

Increase in net assets          710,927  

       

(871,542)        (162,865)         294,371          548,062  

       

(577,171) 

Net assets - May 1, 2010    10,083,118     10,954,660     17,797,925     17,503,554     27,881,043     28,458,214  

Net assets - April 30, 2011  $10,794,045   $10,083,118   $17,635,060   $17,797,925   $28,429,105   $27,881,043  
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The chart below shows the percent of revenues by source for all governmental activities.   

 

Revenues by Source - Governmental Activities 

Charges for Services  

     

3,174,665  

 
 

 

  
 

     

Operating Grants  

     

1,798,064  

        

Capital Grants  

        

684,311  

        

Property Taxes  

     

6,430,936  

        

Other Taxes  

     

9,622,003  

        

Other  

        

545,710  

        

     Total revenues 

   

22,255,689  

        

          The chart below shows the expenses by function. The cost of all governmental activities was 

$23,544,762.  The Statement of Activities on pages 16-17 shows that $3,174,665 was financed by those 

who use the services; $2,482,375 was financed by grants and contributions, with the City's general 

revenues, operating transfers, and net assets financing $17,887,722. 

 

Expenses by Function - Governmental Activities 

Administration and General 

Government  

     

6,837,152  

 
 

 

       
Police  

     

8,373,853  

        
Fire  

     

2,678,742  

        
Public Works  

     

1,834,341  

        
Library   

        

601,666  

        
Economic Development  

     

1,974,950  

        
Interest and Other  

     

1,244,058  

        

     Total expenses 

   

23,544,762  

         

Business-type activities.  The following graph shows the revenues by source for business-type activities.  

Total revenues for the City's business-type activities were $6,076,442 for the year ended April 30, 2011.  

Ninety-seven percent of the revenues come from charges paid by the users of services and three percent 

from other source. 
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Revenues by Source - Business-type Activities 

Charges for services  
    
5,873,335  

 

 

 
 

    
Other   

       
203,107  

      

     Total revenues 
    
6,076,442  

      

        

         
The following graph compares the revenues by source and expenses by function for business-type 

activities.  The program revenues and costs of these activities were $6,076,442 and $4,239,307, 

respectively.  The Statement of Activities on pages 16-17 shows that the water and wastewater systems 

cover all costs and operate at a profit. 
 

Expenses and Program Revenues - Business-type Activities 

 
Revenues 

 
Expenses 

 

 
 

     

Water 
    
5,012,600  

 

    
3,197,704  

      
Sewer 

       
860,735  

 

    
1,041,603  

      

     Total 
    
5,873,335  

 

    
4,239,307  

      

           
 

 

Financial Analysis of the City's Funds 

 

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-

related legal requirements. 

 

Governmental funds.  The focus of the City's governmental funds is to provide information on near-term 

inflows, outflows, and balances of spendable resources.  Such information is useful in assessing the City's 

financing requirements.  In particular, unreserved fund balance may serve as a useful measure of a 

government's net resources available for spending at the end of the fiscal year.  

 

As of the end of the current fiscal year, the City's governmental funds reported combined ending fund 

balances of $21,699,902, an increase of $189,421 in comparison with the prior year.    Approximately 

39% of this amount ($8,384,962) constitutes unreserved fund balance, which is available for spending at 

the City’s discretion.  The remainder of the fund balance is reserved to indicate that it is not available for 

new spending because it has already been reserved 1) for inventory ($12,004), 2) to pay debt service 

($2,735,816), 3) for capital projects ($2,127,665), 4) for land held for resale ($6,481,195), 5) reserve for 

pensions ($358,260), and 6) reserve for due from a component unit ($1,600,000).  
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97% 

   Other 
3%  
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The General Fund is the chief operating fund of the City.  At the end of the fiscal year, unreserved fund 

balance of the General Fund was $5,425,300.  As a measure of the General Fund’s liquidity, it may be 

useful to compare both unreserved fund balance and total fund balance to total fund expenditures.  

Unreserved fund balance represents 28.5 percent of total General Fund expenditures, while total fund 

balance represents 31.2 percent of that same amount.  

 

The fund balance of the City’s General Fund increased by $716,269 during the current fiscal year.  Key 

factors in this growth are as follows: 

 

 Expenditures for liability and workers’ compensation deductibles came in under the expected 

amount by $532,090. 

 

 The General Fund received additional revenue from the Red Light Photo Enforcement Program. 

 

 Reduction of workforce costs was realized by merging the Building and Health Department and 

Community Development Department into a single department of Building and Community 

Development.  

 

 The purchase of certain capital items were deferred until future years. 

 

 Certain staff positions remained vacant and were not filled.   

 

Proprietary funds.  The City's proprietary fund statements provide the same type of information found in 

the government-wide financial statements, but in more detail.  

 

Net assets of the water and wastewater operations at the end of the year amounted to $17,635,060, as 

compared to $17,797,925 for the prior year, a decrease of $162,865.  The unrestricted amount at the end 

of the year is $6,380,805.  Other factors concerning the finances of the enterprise funds have already been 

addressed in the discussion of the City's business-type activities.  

 

General Fund Budgetary Highlights 

 

The budgeted revenues and other financing sources were not sufficient to offset budgeted expenditures 

and other financing uses, leaving an original budgeted deficit of $415,528.  As a result, the recruitment of 

certain budgeted positions and capital items was deferred.  

 

Realized revenues and other financing sources were $19,810,041, compared to the budget of $20,347,221, 

a shortfall of $537,180.  A revenue source that fell significantly below budget estimate was utility taxes 

due to the downturn in economic conditions.  Expenditures were $19,093,772, compared to the budget of 

$20,762,749, a budget savings of $1,668,977, or approximately eight percent.  Realized revenues 

exceeded actual expenditures, thus eliminating the need to draw upon existing fund balance. 

 

Capital Asset and Debt Administration 

 

Capital assets.  The City's investment in capital assets for its governmental and business-type activities 

as of April 30, 2011 amounts to $36,194,652 (net of accumulated depreciation).  This investment in 

capital assets includes land, land improvements, buildings and improvements, infrastructure, library 

collections, and machinery and equipment.   
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Major capital asset events during the current fiscal year included the following: 

 

 Construction was completed for the Martin Luther King Jr. Drive Sanitary Sewer Project and the 

Martin Luther King Jr. Drive Water Improvement Project.  The amount capitalized for these two 

improvement projects is $5,888,291.   

 

 Capital asset acquisitions were made at a cost of $8,551,273.  

  

CITY OF NORTH CHICAGO 

Capital Assets 

 (net of depreciation) 

 Governmental Business-type   

 

activities activities Total 

 

2011 2010 2011 2010 2011 2010 

Land  $   2,831,841   $   2,831,841   $          2,435   $          2,435   $   2,834,276   $   2,834,276  

Construction in progress          101,366           496,851                       -        5,723,934           101,366        6,220,785  

Land improvements                    -                       -             125,138           131,991           125,138           131,991  

Buildings and improvements       1,965,080        1,840,426        4,598,190        4,768,026        6,563,270        6,608,452  

Infrastructure     12,327,547      11,460,199                     -                       -        12,327,547      11,460,199  

Library collections          203,872           205,635                     -                       -             203,872           205,635  

Machinery and equipment       2,707,430        2,575,792      11,331,753        5,810,824      14,039,183        8,386,616  

Total  $ 20,137,136   $ 19,410,744   $ 16,057,516   $ 16,437,210   $ 36,194,652   $ 35,847,954  

 

Additional information on the City's capital assets can be found in Note E on pages 48-50 of this report. 

 

Long-term debt.  At the end of the current fiscal year, the City had total bonded debt outstanding of 

$28,180,000.  The total amount of the outstanding issues is government obligation bonds backed by the 

full faith and credit of the City.  The debt is comprised of the obligations as shown in the table below.   

                                                

                                                   CITY OF NORTH CHICAGO 

Outstanding Debt 

General Obligation Bonds 

  

Governmental Business-type 

  

  

activities activities Total 

  
2011 2010 2011 2010 2011 2010 

General obligation bonds:             

  Series 2005A  $    8,950,000   $    9,185,000   $                -     $                -     $    8,950,000   $    9,185,000  

  Series 2005B                    -                       -           3,155,000         3,305,000         3,155,000         3,305,000  

  Series 2007A        2,475,000         2,475,000                     -                       -           2,475,000         2,475,000  

  Series 2007B        4,740,000         4,740,000                     -                       -           4,740,000         4,740,000  

  Series 2007C        8,860,000         8,860,000                     -                       -           8,860,000         8,860,000  

        Total  $  25,025,000   $  25,260,000   $    3,155,000   $    3,305,000   $  28,180,000   $  28,565,000  

 

Additional information on the City's long-term debt can be found in Note F on pages 51-56 of this report. 
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Economic Factors and Next Year's Budget and Rates 

 

The City’s fiscal concerns continue amid weak economic conditions that impact revenues and the cost of 

providing essential services.  The national economic decline presents a troubling combination of 

developments that will likely affect our financial health over the next several years.  It is likely that the 

ability of the City to meet our financial needs will worsen through 2012 and beyond as a result of the 

economy and its slow recovery.  Local revenue sources have stagnated and State shared revenue forecasts 

have been scaled back.  The effect of falling home prices will be reflected in lower than anticipated 

equalized assessed value.  The weak housing market, lack of new construction and development, reduced 

State shared revenues, and unemployment, will required the City to continue to identify and implement 

revenues increases and expenditure reductions.   

 

As we look to the future, fiscal demands and constraints will increase, requiring us to work even harder to 

maintain fiscal viability and to ensure that resources are adequate to meet our changing needs.  We must 

be prepared to adapt to whatever changes occur that may have an impact on our revenue sources and the 

cost of services.  A current concern is the drop in the 2010 census to 32,574, a decrease of 3,344 when 

compared to the 2000 census.  The lower census will affect the amount received from State shared 

revenues for income, use and motor fuel taxes beginning is fiscal year 2012 through 2021.  In addition, 

the City must be watchful of fiscal activities at the State level.  The State Legislature from time to time 

will discuss the idea of reducing the proportion of State shared revenues that flow to municipalities.  

Currently municipalities are receiving 6% of the amount collect by the State for the 5% income tax.  Any 

reduction to the current allocation will place more fiscal strain on municipalities.  The city will continue 

to monitor our revenue sources and be proactive in taking steps to offset declining revenues by decreasing 

certain operating costs through process changes and efficiency measurers while maintaining the current 

level of services. 

 
Economic development initiatives that are in process have been stymied by the downturn in economic 

conditions and have yet to produce any significant additional revenue.  The City entered into a Letter of 

Intent with Weston Solutions, Inc., specializating in land development, management and construction, on 

January 18, 2011 for the development of the Downtown Tax Increment Financing Redevelopment Project 

Area, located generally at the northwest corner of Sheridan Road and Martin Luther King Jr. Drive.  To 

promote and effect the development of this property, the City previously issued General Obligation 

Bonds, Series 2005A in the amount of $9,325,000, General Obligation Bonds, Series 2007A in the 

amount of $2,475,000, General Obligations Bonds, Series 2007B in the amount of $4,740,000, General 

Obligation Bonds, Series 2007C in the amount of $8,860,000; a total of $25,400,000.  The City also 

issued General Obligation Bonds, Series 2005B in the amount of $3,860,000 for the purpose of water and 

wastewater improvements.  The proceeds of all these issues contributed greatly to the Sheridan Crossing 

Town Center, Grant Place Retail and Business Center, and for the Sheridan Road & Martin Luther King, 

Jr. Drive water and sewer improvements.  All of these projects will have a significant impact on future 

property tax and sales tax revenues. 

 

The fiscal year 2012 budget for the General Fund does not provide for sufficient revenue to meet 

anticipated expenditures.  The budget deficit is $327,888.  As a result, the City must continue to restrict 

personnel recruitment, defer certain repair and replacement of capital items, maintain non-personnel 

operating expenses at the current level, and manage the cost of our workforce, both salaries and fringe 

benefits. 
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The fiscal year 2012 budget for the Enterprise Fund for the City’s water and wastewater operations 

reflects a deficit of $335,151, excluding depreciation expense.  The enterprise activities are being 

influenced by a decline in processed and raw water sales attributable to the decrease in population, lack of 

new residential and business development, and the restructuring of manufacturing operations by one 

primary business.   To offset the decrease in sales the City: 1) is imposing base fees and an increase to the 

water and sewer rates, effective October 1, 2011, and 2) seeking new customers contiguous to City 

boundaries.   

 
The unemployment rate for the City is 16.6 percent, which is a decrease from the rate of 17.6 percent a 

year ago.  The unemployment rate for the State of Illinois is 8.6 percent, which is a decrease from a rate 

of 9.3 percent a year ago.  The current national rate is 9.0 percent.  The City's rate is higher than both the 

state and national rates due to its being a labor surplus area. 

 

Requests for Information 

 

This financial report is designed to provide a general overview of the City of North Chicago’s finances 

for all those with an interest in the City's finances.  Questions concerning any of the information provided 

in this report or requests for additional financial information should be addressed to the Office of the 

Comptroller, City of North Chicago, 1850 Lewis Avenue, North Chicago, Illinois 60064 or on the City 

website at www.northchicago.org. 

 

 

 

 

 

 

 

 

 

 

 












































































































































































































































































