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November 21, 2008
To the President and Board of Trustees:

The Comprehensive Annual Financial Report of the Village of Hinsdale, Illinois (Village) for the
year ended April 30, 2008 is hereby submitted as mandated by both local ordinances and state
statutes. These ordinances and statutes require that the Village issue annualy a report on its
financial position and activity presented in conformance with generally accepted accounting
principles (GAAP) in the United States of America and audited in accordance with generally
accepted auditing standards by an independent firm of certified public accountants.

This report consists of management's representations concerning the finances of the Village of
Hinsdale. Consequently; management assumes full responsibility for the completeness and
reliability of al of the information presented in this report. To provide a reasonable basis for
making these representations, management of the Village has established a comprehensive
internal control framework that is designed both to protect the Village's assets from loss, theft or
misuse and to compile sufficient reliable information for the preparation of the Village's
financial statements in conformity with GAAP, Because the cost of internal controls should not
outweigh their benefits, the Village's comprehensive framework of internal controls has been
designed to provide reasonable rather than absolute assurance that the financial statements will
be free from materia misstatement. As management, we assert that, to the best of our
knowledge and belief, this financial report is complete and reliable in all material respects.

The Village's financial statements have been audited by Sikich LLP, a firm of licensed certified
public accountants. The goal of the independent audit is to provide reasonable assurance that the
financial statements of the Village for the fiscal year ended April 30, 2008, are free of material
misstatement. The independent audit involved examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements; assessing the accounting principles used
and significant estimates made by management; and evaluating the overall financia statement
presentation. The independent auditor concluded, based upon audit, that there was a reasonable
basis for rendering an unqualified opinion that the Village's financial statements for the fiscal
year ended April 30, 2008, are fairly presented in conformity with GAAP. The independent
auditor's report is presented as the first component of the financial section of this report.

@ Printed on Recycled Paper



GAAP require tllat management provide a narrative introduction, overview, and analysis to
accompany the basic financia statemellts in the form of Nlanagement's Discussion and Analysis
(MD&A). This letter of transmittal is designed to cornplenlent MD&A and should be read in
conjunction with it. The Village's MD&A can be found immediately following tlle report of the
independent auditors.

Profile of the Village of Hinsdal e

The Village of Hillsdale, incorporated in 1873, is a non-home nlle municipality lInder the Illinois
Constitution. The Village is located approximately 20 miles west of downtown Cllicago alld
encompasses 4.86 square miles and a population of 17,940. Approximately 87.22% of the
Village's 2007 Equalized Assessed \lduaioll is located in DuPage County and the rerrlainder is
located in Cook COUI1ty.

An elected President and Board of six Trustees govern the Village. The Presidellt is the Village's
chief executive officer and is elected to a four-year tenn. The rrrustees serve staggered four-year
tedIDS. The governing body is elected on anon-paiisan., at-large basis. The \Tillage Board appoints
a Village Mallager for directioll of day-to-day operations. As of Aptil 30, 2008, the Village was
staffed by 116 full-til1le positions pllIS part-time and seasonal positions, as needed.

The Village provides a full range of services, includirlg police and fire services, parks and
recreation, community development, public services and water and sewer services.

The annual budget serves as the foundation for the Village's financial planning and control. All
departmel1ts of the Village are required to submit their bLId.get requests to the Village Manager on
or before Decelnber 31st of each year. The Village Mallager uses these requests as the starting
point for developing a proposed budget. The Village Manager thell nonnally presents this
proposed budget to the Village Board at its first meeting in Febnlary. The Village Board re,riews
. the proposed budget over atwo-month period, which is adol?ted prior to the start of the new fiscal
year (May 1s). The budget is prepared by fund and departinellt (e.g. police). Tlle Village Board
may make tran.sfers of appropriations within a department or between departments. Budget-to-
actual comparisons are provided for each individual govennnental fund for whicll an appropriated
annual budget has been adopted. For the General Fund, tIlis comparison is presented beginning on
page 59 in the COInbining dld Individual Fund Finallcial Statements and Schedules section. For
the Capital Projects Fund, this comparisol1 is presel1lted in tile same section of this report, on page
70. For governmental funds, other than the gellerd corporate fund and capital projects fund, with
appropriated annual budgets, tllis cOInparison is presented in the same section of this report,
starting o11 page 71.

Major Initiatives

The village, in cooperation with the Finallce Commission, has been developillg an Infrastructure
Master Plan in order to address the poor conditions of its streets. As part of tlle financillg of tlle
plan, the Village determined that it would seek a 1% local sales tax through the referendum
process. Although the referendum failed, the Village has developed a financing plan utilizing a
Utility Tax Rate increase as well as available revenues freed up upon the extinguishment of
pledged revenue debt in 2013 and 2014. Other financing mechanidTIS for the Infrastructure
Program will bereviewed, as well as tlle possibility of revisiting the referendum at afutllre date.



Along with the annual budget, the Village also develops a long-range plan. The five-year
financial plan serves as a key management tool in setting goals and objectives for the cun-ent year
and future years. The continuing objectives of the long-range planning process are as follows:

Provide for an Active Capital Program
Achieve and Maintain a Strong Financial Condition
Maintain a Stable Property Tax Levy

Items to be included within the five-year financial plan include the Accelerated Street
Improvement Project, water main and sewer replacements and cantin.ued technological upgrades
to enhance services. The five-year financial plan will be developed as part of the budget process
for the upcoming fiscal year 2010, with the current economic situation affecting its developnlent.
Eacll Department will be asked to review very closely its anticipated operatiollal as well as its
capital needs over tlle next five years in order to achieve the goals of the Village Board.

Other major Village initiatives include the following:

The Village's Economic Developlnent Commission has been actively illvolved ill
detennining the appropriate allocation of a portion of the food and beverage tax
implemented by the Village. Cun-ently half of the anticipated fUllds from this tax have
been allocated to the COInmission in order to promote the Hinsdal e business environment.

The focus of the Commission has been on utilizing the "Distinctly Hinsdale" brandirig of
the Village to unify all areas of economic activity, including persollal shopping, business
growtll and COllsurner education. A web site has been developed which offers avariety of"
illfonnation to educate, infonn and entertain. Marketing brocllures, promotional videos
and other print media items all displaying the "Distillctly Hinsdale" brand have been
distributed to interested parties in order to spread the word about the uniqueness of
Hinsdale. The purpose of this process is to enhance and diversify the Business Community
in order to solidify its sales tax base, as well as promote athriving business district.

Review of the Village's current zoning code-the Village's zoning code was last reviewed
in totality in 1989 The Village Board feels that a review at this time will address some
deficiencies that have arisen over the last 20 years. A Zoning Code Revie,v Task Force
has been established and has beell reviewing the CUITdIt zoning code, and with the [1elp of
a consultant and staff is in the process of preparing a draft of findings to present to tlle
Board of Trustees. It is hoped tllat the outcome of the review will provide for a zoning
codet tllat will providethe Village witll auniform code, whicll will nlirror the philosophy of
the residents of Hinsdale.

The Village has developed a stann water master plan that addresses the drainage issues,
wllich have long plagued the Village. The study sets a course of acti011 addressing the
separation of a portion of the Village's combined sewer system, as well as specific
problematic drainage areas. This plall is incorporated into the Infrastructure Master Plan
mentioned above. Separate from this plan, the Village is aso in the process of
constructing a Wet Weather Treatment Facility that will help ease pressure on the existing
stann water system of the Village during period.s of exceptionally wet weather. A portion
of this project will be finalced through the issuance of Alternate Revenue Bonds. The
project is scheduled for completion in the late spring 0[ 2009.

VI



e During the past year, the Village, with the input from the Police Department, has reviewed
and made changes to its parking system to accommodate COlnmuter and merchant parking.
The new system centralizes most col111Tiuter parkillg into one lot, and provides additional
parking for nlerchalt employees. As evidenced by the decrease in tlle number of parking
pennit wait-listed indi"viduals, the system appears to have worked for not only commuters
and mercllants, but for shoppers as ,vell. In order to compete \vitll 1learby shopping
centers, the Village has completed upgrad.es to an existing parking lot and reserved all
spots for Shoppers only; the result benefits tlle COllsumer and mercllant and makes
Hillsdde a shoppillg destination for many.

e Tlle PU.blic Library cornpleted a majority of the rellOvation of its t\venty-year-old facility.
The library expanded its interior SJace witb.out add.ing to the footprillt of the build.ing.
This was accomplisiled th.rough tlle recolifiguration. of office, stairwell, and existing opell
space, and llas significalltly elmanced "user friendliness" to Library patrons. SigJlificallt
technology u.pgrades \vere illcluded in the remodel, as well as the addition of a storybook
house for th.e cllildren. The only portion of the I1Jroject renlainillg is tile replacement of the
Heating d1d Ventilation System tllat is scheduled for COml}letioll i1l the winter of 2009.

Factors Affecting Financial Condition

The il1lformation presented in the findlcid statements is perhaps best understood \vhen.it is
considered from the broader perspective of the specific environment within which tlle Village
operates.

Local Ecollomy - Tile Village's ecollOlny relnains strong and its diversified revenue base sllields it
fronl sharp do\vnward trends. Major revenue sources for the Village illdllde property taxes, sales
taxes, state inconle taxes alld utility taxes. The Village has a 1ligh labor force level comprised
mainly of professional positions, WIlich helps to maintall the relative stability of the
unemploytnent rate in relation to the state alld national unellplo)illlelt rate. Hillsdale's largest
elnployer is thel-linsdale Hospital.

The current economic environment h.as affected certaill revenue streams for the Village. Income
and Sales Taxes, which togetl ler account for approximatel)! 24% of th.e Village's Corporate Fund,
have been affected during the current year. The Board foresaw tlle possible downturn in the
economy ald budgeted appropriately for these revenlles, however, as the economy contillues to
worsen, the decisions to be made in the upcoming budget year will be nll1ch more difficult.

Property taxes remain solid; the Village's underlying assessed value COlltinues to be stable.
However, the econOl11Y has taken its effect on construction with in tlle Village. 1'here has been a
downturn in Buildil1g Pennits over the last two years. Even with the fee structure illitiated in May
2007, the permit revenue has declined over the past two years. As the Village is almost
completely developed, most building construction relates to rebuilding, additions or alterations to
existing residences and commercial property.

Long-term Financial Planning - The Village's five-year find1cid plan also contallS projections
for. revenues and expenses. The Village currently has a reserve level within its General Fulld as of
April 30, 2008 of 16%. This is attributable to several unallticipated expenditures which occul Ted
during the fiscal year. This level is below the stated Board Policy of 25% and the Village has
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taken important steps to address this issue thrOllgh various revenue enhancements as well as an
intensive revie\v of its capital outlay costs. The Board and Village Staff have initiated several
expenditure containmellt measures in order to reach the 25% reserve level by the Fiscal y ear
2011. The 2009 Budget \vas a collaborative effort by the Village's Finance Commission, Board of
Trustees and Staff to ensure achievement of this goal by reaching a minimum level of 19% in
fiscal year 2009,22% in 2010 and 25% in 2011.

Cash Management Policies and Practices - Cash temporarily idle during the year was invested in
U.S. Agency securities, Certificate of Deposits at various United States Financial Illstitutions, the
[llinois Metropolitan Investment Fund (IMET) and tlle Illinois State Treasurer's pool (lllinois
Funds). The maturities of the investments range from being immediately accessible (l1linois
Funds) to 40 years (U.S. Treasury and Agency securities). The Police and Firefighters Pensioll
funds also invest iil Inutual funds ald common stocks.

Rid( Mallagement - The Village con.tinues to participate in two public entity lisk pools to protect
against casualty and health risk losses. Tlle Intergovernmental Personnel Benefit Cooperative
(IPBC) insures health, accident and life claims. and the Intergovernmental Risk Management
Agency (IRMA) insures first party property losses, third party liability clainls, worl(er's
compellsation daillls and Public Official Liability clainls. In addition, 'various control techniques,
including employee accident prevention training, have been implemented during the year to
minimize accident-related | osses.

Pension and Other Post Employment Benefits . The Village sponsors single-employer defilled
benefit pension plans for its SWOIn police officers and firefighters. Each year, an independent
actuary engaged by the Village and the pension plan calculates the amount of the arulual
contribution that the Village Inust Inake to the pension plan to ensure that the plan will be able to
fully meet its obligations to retired employees on atimely basis. As amatter of policy, the Village
fully funds each year's annual required contribution to the pension plan as determined by the
actuary. As aresult of the Village's funding policy, the Village has succeeded as of April 30,
2007, in funding 82.17% for the Police Pension Fund and 73.42% for the: Firefighters Pension
Fund (Note: April 30, 2008 data not currently available). The remaining unfunded amount is
being systematically funded over 26 years as part of the annual required contribution calculated by
the actuary.

The Village also provides pelsoll benefits for its non-public safety employees. These benefits are
provided through a statewide plan managed by the Illinois Municipal Retiremellt Plan (IMRF).
The Village has no obligation i connection with employee. benefits offered through this plan
beyond its contractual payments to IMRF.

Additional infoffilation on the Village's pellsioll funds can be found in Note #12 ill the financial
statements.

Awards and Acknowledgments - The Government Finance Officers Association (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to the Village for its
Comprehensive Annual Financial Report (CAFR) for tlle fiscal year ended April 30, 2007. This
was tlle fourteenth consecutive year that tlle Village has received this prestigious award. In order
to be awarded a Certificate of Achievement, the Village published an easily readable and
efficielltly organized CAFR. Tllis report satisfied both GAAP and applicable legal requirements.
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A Certificate of Achievement is valid for a period of one year only. We believe that our current
CAFR continues to meet the Certificate of Achievement Program's requirements and we are
submitting it to the GFOA to determine its eligibility for another certificate.

The preparation of this repOli could not have been accomplished without the dedicated services of
the Finance Department staff. We would like to express our appreciation to al Finance
Department staff that assisted and contributed to the preparation of this report. Recognition
should be given to the Village President and Board of Trustees for their interest and support in
planning and conducting the operations of the Village in aresponsible manner.

Respectfully submitted,

David C. Cook Douglas E. Cooper
Village Manager Director of Finance
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Certified Public Accountants & Advisors

® ® ” Members of American Institute of
l l‘ Certified Public Accountants &

Iflinois CPA Society

998 Corporate Boulevard- Aurora, IL 60502

INDEPENDENT AUDITOR'S REPORT

The Honorable Village President
Members of the Board of Trustees
Village of Hinsdale

Hinsdale, Illinois

We have audited the accompanying financia statements of the governmental activities, the
business-type activities, the discretely presented component unit, each major fund, and the
aggregate remaining fund infonnation of the Village of Hinsdale, 1llinois, as of and for the year
ended April 30, 2008, which collectively comprise the Village of Hinsdale, Illinois basic financial
statements as listed in the table of contents. We have also audited the fmancial statements of each
ofthe Village of Hinsdale, Illinois nonmajor governmental and fiduciary funds presented as
supplementary infonnation in the accompanying combining and individual fund financial
statements as of and for the year ended April 30, 2008, as listed in the table of contents. These
financial statements are the responsibility of the Village of Hinsdale, Illinois management. Our
responsibility isto express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perfonn the audit to obtain
reasonabl e assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the
financial statements. An audit aso includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statementsreferred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund
information of the Village of Hinsdale, Illinois, as of April 30, 2008, and the respective changesin
financial position, and, where applicable, cash flows thereof for the year then ended in conformity
with accounting principles generally accepted in the United States of America. In addition, in our
opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of each nonmajor governmental and fiduciary fund of the Village of
Hinsdale, Illinais, as of April 30, 2008, and the respective changes in financia position for the
year then ended in conformity with accounting principles generally accepted in the United States
of America.



The Management's Discussion and Analysis and the other required supplementary information
listed in the table of contents are not arequired part of the basic financial statements but are
supplementary information required by the Governmental Accounting Standards Board. We
have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the supplementary infonnation.
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 Village of Hinsdale, 1llinois' financial statements. The compollent unit
fund financia statements and the individual fund schedules and supplemental data as listed in the
table of contents are presented for purposes of additional analysis and are not arequired part of
the financial statements. The component unit fund financial statements and the individual fund
schedules and supplemental data have been subjected to the auditing procedures applied in the
audit of the basic, combining, and individual fund financial statements and, in our opinion, are
fairly presented in all material respects inrelation to the basic financial statements and each of
the combining and individual financial statements taken as a whole.

The introductory and statistical sectionslisted in the table of contents were not audited by us, and
accordingly, we do not express an opinion thereon.

lpier

Aurora, lllinois
October 20, 2008
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VILLAGE OF HINSDALE, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALY SIS

April 30, 2008

The Village of Hinsdale (the "Village) discussion and analysis is designed to (1) assist the reader in
focusing on significant issues, (2) provide an overview of the Village's financial activity, (3) identify
changes in the Village's financial position (its ability to address the next and subsequent year
challenges), (4) identify any material deviations from the financial plan (the approved budget), and (5)
identify individual fund issues or concerns.

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

Financial Highlights

» During Fiscal-year 2008, total Village wide net assets decreased by $1,349,743 from
$82,967,804 to $81,618,061. Governmental Activities decreased by $2,321,719, from
$67,495,430 to $65,173,711, while the Business-type activities increased by $971,976, from
$15,472,374 to $16,444,350.

* In the Governmental Funds, the General Fund ending fund balance of $2,876,359 represents
16% of total fiscal year 2008 expenditures. This does not meet the level of Fund Balance
policy set by the Village Board, which is currently at 25% of total annual expenditures. The
Board has continued to take several steps to address this situation including the increasing of
building pernlit fees and other user fees Village fees and certain Village taxes. It is important
to note that during the development of the Village's Five Year Plan, the reserve level will
continue to be a major focus on capital policy.

» The Village's Finance Commission will be instrumenta in reviewing the 2010 Budget and
Long-term Plan documents. One of the stated goals of the Commission is for the Village to
maintain a 25% reserve police within its General Fund. As part of the 2010 budgeting
process, the Commission will be reviewing the assumptions used by staff in developing
revenue and expenditure forecasts. In addition, the upcoming budget will be heavily
influenced by the current economic conditions.

USING THE FINANCIAL SECTION OF THIS COMPREHENSIVE ANNUAL REPORT

The financial statement's focus is on both the Village as a whole (government-wide) and on the major
individual funds. Both perspectives (government-wide and major fund) alow the user to address
relevant questions, broaden a basis for comparison (year to year or government to government) and
enhance the Villages accountability.

Government-Wide Financial Statements

The government-wide financial statements (see pages 3-5) are designed to be corporate-like in that all
governmental and business-type activities are consolidated into columns which add to a total for the
Primary Government. The focus of the Statement of Net Assets (the "Unrestricted Net Assets") is

(See independent auditor's report)
MD&A-I



VILLAGE OF HINSDALE, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALY SIS (contillued)

designed to be similar to bottom line results for the Village and its governmental and business-type
activities.

This statement combines and consolidates governmental funds' current financial resources (short-term
spendable resources) with capital assets and long term obligations using the accrual basis of
accounting and economic resources measurement focus.

The Statement of Activities (see pages 4-5) is focused on both the gross and net cost of various
activities (including governmental and business-type), which are supported by the Village's genera
taxes and other resources. This is intended to summarize and simplify the user's analysis of the cost of
various governmental services and/or subsidy to various business-type activities.

The Governmental Activities reflect the Village's basic services, including administration and finance,
police, fire, public services, community development, and parks and recreation. Property taxes, shared
state sales taxes, local utility taxes and shared state income taxes finance the majority of these
services. The Business-type Activities reflect private sector type operations (Waterworks and
Sewerage), where the fee for service typically covers al or most of the cost of operation including
depreciation.

Fund Financial Statements
Traditional users of governmental financial statements will find the Fund Financial Statements
presentation more familiar. The focus is on Major Funds, rather than the previous model fund types.

The Governmental Funds (see pages 6-9) presentation is presented on a sources and uses of liquid
resources basis. This is the manner in which the financial plan (the budget) is typically developed. The
flow and availability of liquid resources is a clear and appropriate focus of any analysis of a
government. Funds are established for various purposes and the Fund Financial Statements allow the
demonstration of sources and uses and/or budgeting compliance associated therewith.

The Fund Financial Statements also alow the government to address its Fiduciary Funds (Police and
Firefighter's Pensions, see pages 14-15). While these Funds represent trust responsibilities of the
government, these assets are restricted in purpose and do not represent discretionary assets of the
government. Therefore, these assets are not presented as part of the Government-Wide Financial
Statements.

While the Business-type Activities column on the Business-type Fund Financial Statements (see pages
10-13) is the same as the Business-type column on the Government-Wide Financial Statements, the
Governmental Funds Total column requires a reconciliation because of the different measurement
focus (current financial resources versus total economic resources) which is reflected on the page
following each statement (see pages 7 and 9). The flow of current financial resources will reflect bond
proceeds and inter-fund transfers as other financial sources as well as capital expenditures and bond
principal payments as expenditures. The reconciliation will eliminate these transactions and
incorporate the capital assets and long-term aobligation (bonds and others) into the Governmental
Activities column (in the Government-Wide statements).

Infrastructure Assets
Historically, a government's largest group of assets (infrastructure -roads, bridges, etc.) have neither
been reported nor depreciated in governmental financial statements. The Village implemented GASB
(See independent auditor's report)
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VILLAGE OF HINSDALE, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALY SIS (continued)

34 in Fiscal Year 2004. This statement requires that these assets be valued and reported within the
Governmental Activities column of the Government-Wide Statements. Additionally, the government
must elect to either (1) depreciate these assets over their estimated useful life or (2) develop a system
of asset management designed to maintain the service delivery potential to near perpetuity. If the
government develops the asset management system (the modified approach) which periodically (at
least every third year), by category, measures and demonstrates its maintenance of locally established
levels of service standards, the government may record its cost of maintenance in lieu of depreciation.
The Village has chosen to depreciate assets over their useful life. If a road project is considered
maintenance--a recurring cost that does not extend the road's original useful life or expand its
capacity--the cost of the project will be expensed. An "overlay" of a road will be considered
maintenance whereas a "rebuild" of aroad will be capitalized.

GOVERNMENT-WIDE STATEMENTS

Statement of Net Assets

The Village's combined net assets decreased to $81,618,061 from $82,967,804 (a decrease of
$1,349,743) primarily due to a net decrease in the Governmental Activities. The following analysis
will look at net assets and net expenses of governmental and business type activities separately. Table
1 reflects the condensed Statement Of Net Assets. Table 2 will focus on the changes in net assets of
the governmental and business-type activities.

Tablel
Statement of Net Assets
As of April 30, 2008

Total Total
Governmental Governmental Business-type Business-type pn may Primary
Activities Activities ActiVities Activities Government Government
2008 2007 2008 2007 2008
Current and other assets 11,129,000 14,168,485 4,188,629 3,524,978 15,317,629 17,693,463
Capital Assets 70,375,322 70,501,892 13,951,653 13,732,183 84,326,975 84,234,075
Total Assets 81,504,322 84,670,377 18,140,282 17,257,161 99,644,604 101,927,538
Long term liabilities 8,887,210 9,278,861 937,699 1,120,000 9,824,909 10,398,861
Other liabilities 7,443,401 7,896,086 758,233 664,787 8,201,634 8,560,873
Total Liabilities 16,330,611 17,174,947 1,695,932 1,784,787 18,026,543 18,959,734
Net Assets:
Invested in capital 62,220,632 63,836,203 12,831,653 12,362,183 75,052,285 83,921,109
assets, net of related debt
Restricted 1,864,165 2,042,918 0 0 1,864,165 4,227,231
Unrestricted 1,088,914 1,616,309 3,612,697 3,110,191 4,701,611 (5,180,536)
Total Net Assets 65,173,711 67,495,430 16,444,350 15,472,374 81,618,061 82,967,804

For more detailed information see the Statement of Net Assets (page 3).

(See independent auditor's report)
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VILLAGE OF HINSDALE, ILLINOIS
MANAGEIVIENT'S DISCUSSION AND ANALY SIS (continued)

Normal Impacts

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

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

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

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

Spending of Non-borrowed Current Assets on New Capital-which will (a) reduce current assets
and increase capital assets and (b) will reduce unrestricted net assets and increase capital assets and (b)
will reduce unrestricted net assets and increase invested in capital assets, net of debt.

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

Reduction of Capital Assets Through Depreciation-which will reduce capital assets and invested
in capital assets, net of debt.

Current Y ear Impacts

The largest impact on the net assets of the Village of Hinsdale is the changes which occurred with
regards to capital expenditures and long-term debt obligations. By far the largest portion of the
Village's net assets, 92.95%, or $75 million, reflects its investment in capital assets, less any debt used
to acquire those assets. During 2007, the Village issued $3,045,000 in G.O. bonds for the Library
Renovation Project. The Village has expended 100% of the bond proceeds from the 2007 G.O. bonds.
As the Village is the legaly responsible entity for issuing debt, the proceeds and related expenditures
were recorded within the Primary Government'-Village's fund structure. However, the resulting asset
belongs to the Component Unit-Hinsdale Public Library. The costs of the project amounting to
$3,104,000 were transferred to the Component Unit. The debt however still needs to be recorded as a
liability within the Village's Funds. The Library intends to retire the debt on an annual basis by
transferring the amounts required to finance the annual principal and interest payments.

The net assets of the Business-type activities showed an increase of $971,976 demonstrating the
consistent performance of the utility operations of the Village. The mgjor impact on the net assets of
the Business Type activities is due mainly to the net change in the overall level of net capital assets
and the reduction of the outstanding debt. There were no debt issuances for the business-type funds
during the current year.

At the end of the current fiscal year, the Village is able to report positive balances in all three
categories of net assets, for the Village as a whole, as well as for its separate governmental and
business-type activities.

(See independent auditor's report)
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VILLAGE OF HINSDALE, ILLINOIS
MANAGEIVIENT'S DISCUSSION AND ANALY SIS (continued)

Change in Net Assets

The following chart shows the revenue and expenses of the Village's activities:

REVENUES

Program revenues
Charges for services
Operating grants
Capital grants

General revenues
Property taxes
Other taxes
Other revenues

Total Revenues

EXPENSES
Governmental activities
General government
Publie safety
Public services
Parks and recreation
Interest

Business-type
Waterworks & sewerage
Total Expenses

Changein Net Assets

NET ASSETS
BEGINNING

NET ASSETS - ENDING

Table 2

Changesin Net Assets

For the Fiscal Y ear Ended April 30, 2008

Governmental Governmental

Activities
2008

5,054,169
531,694
47,725

5,154,180
7,000,718
1,387,434
19,175,920

5,522,424
8,861,223
4,401,392
2,410,526

302,074

21,497,639

.(2,321,719)

67,495,430

65,173,711

Activities
2007

5,056,772
583,425
385.139

5,016,290
6,495,787
727,749
18,265,162

2,385,878
8,483,017
4,149,818
2,364,398

309,460

17,962,571

302,591
67,192,839

67,495,430

Business-
type
Activities
2008

3,982,209

1,500,067
5,482,276

4,510,300
4,510,300

971,976

15,472,374

16,444,350

Business-

type
Activities
2007

4,381,683

58,391
4,440,074

4,067,550
4,067,550

372,524

15,099,850

15,472,374

(See independent allditor's report)
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Total
Primary
Government
2008

9,036,378
531,694
47,725

5,154,180

7,000,718 .

2,887,501
24,658,196

5,522,424
8,861,223
4,401,392
2,410,526

302,074

4,510,300
26,007,939

(1,349,743)

82,967,804

81,618,061

Total
Primary
Government
2007

9,438,455
583,425
385,139

5,016,290
6,495,787
786,140
22,705,236

2,385,878
8,483,017
4,419,818
2,364,398

309,460

4,067,550
22,030,121

675,115

82,292,689

82,967,804



VILLAGE OF HINSDALE, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALY SIS (continued)

2008 Governmental Activities Revenue

Other Income Charges for
7.2% - Services

26.4%

Operating Grants
Other Taxes 2.8%
36.5%
Capital Grants

0.2%

Property Taxes !
26.9%

2008 Governmental Activities Expenses

Interest
Parks and 1.4% Generad
Recreation\\ \ Government
11.2% /' 25.7%

Public Services
20.5%

Public Safety
41.2%

(See independent auditor's report)
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VILLAGE OF HINSDALE, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALY SIS (continued)

Normal Impacts

Revenues:

Economic Condition-which can reflect a declining, stable, or growing economic environment
and has a substantial impact on state income, sales and utility tax revenue as well as public
spending habits for building permits, elective user fees and volumes of consumption.

IncreaselDecrease in Village approved rates-while certain tax rates are set by statute, the
Village Board has significant authority to impose and periodically increase/decrease rates
(property taxes, water/sewer, building fees, utility tax rates, etc.).

Changing patterns in Intergovernmental and Grant Revenue (both Recurring and Non-
recurring)-certain recurring revenues (state shared revenues, etc.) may experience significant
changes periodically while non-recurring (or one-time) grants are less predictable and often
distorting in their impact on year to year comparisons.

Market Impacts on Investment |ncome-the Village's investment portfolio is managed using
a longer average maturity than most governments and the market condition may cause
investment inconle to fluctuate more than alternative shorter-term options.

Expenses:

Introduction of New Programs-within the functional expense categories (Generd
Government, Police, Fire, Public Services, Parks and Recreation, etc.) individual programs may
be added or deleted to meet changing community needs.

Increase in Authorized Personnel--ehanges in service demand may cause the Village Board
to increase/decrease authorized staffing. Staffing costs: (sdlary and related benefits) represent
65% of the Village's operating cost.

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

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

Current Y ear Impacts
Governmental Activities

Revenues:

Total revenues from governmental activities for the year ended April 30, 2008 amolinted to
$19,175,920.

(See independent auditor's report)
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VILLAGE OF HINSDALE, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALY SIS (continued)

Property Tax receipts of $5,154,180 accounted for 27% of the total. While property taxes remain a
major single source of Village revenues, other taxes, including state shared taxes (sales, income, and
personal property replacement taxes) amount to $4,661,729 or 24% of total revenues.

Utility taxes collected amounted to $2,338,989, or 12% of tota revenues. The Village collects
Electrical, Gas and Telecommunications Utility Taxes. Currently the Village's Utility Tax Rate for
electrical and gas is 3.50% and 4.50% for telecommunications. The Village is alowed under state law
to impose atax rate of up to 5% on electrical and gas and 6% for telecommunications.

Charges for services revenues of $5,054,169 account for 26% of total revenues. Charges for Services
revenues include fines, building permit revenues, parking permit revenues ambulance service fees, and
park and recreation program fees, among others. Total current year's receipts decreased slightly by
$2,603 from the previous year's receipts. Building permit revenue for fiscal year 2008 is $1,270,226
compared to the prior year amount of $1,318,233, a decrease of $48,007 from the previous year due
mainly to a declining amount of building permits issued. The recent downward trend in new home
construction and alterations is the cause for decrease in permit fees. Other services fees were
relatively stable to the preceding years, except for {parking Permit Fees which increase by $83,840,
reflecting an increase in annual permit sales a s aresult of reconfiguring certain permit lots.

Expenses:

For the fiscal year ended April 30, 2008, expenses for governmental activities totaled $21,497,639.
Total expenses increased by $3,535,068 over the previous year due mainly to a transfer to the
Component Unit to account for renovation costs of the Library. The total amount of costs related to
the transfer amounted to $3,104,898. The financing for the project was generated by the proceeds of a
bond issue in 2007. The project was completed in 2008, and the related costs transferred to the
Component Unit. The Governmental Activities also showed an increase in professional costs of over
$400,000 from the proceeding year due mainly to unexpected legal services provided to the Village.

The fiscal year 2008 expenses included funding for the Village's performance based employee
compensation package plus funding a 3.75% general salary adjustment. The increase in salaries is
based on the amount provided to sworn officers because of its union contract.

Business-type Activities
Revenues:

Total charges for services decreased by $365,254, or 9.1% over the previous year amounts. This
decrease is related to the wetter spring and summer weather. Also, in December 2007, the Village
authorized an increase in the Water Rates by 10% to cover the anticipated issuance of an Alternate
Bond in late 2008. And in May 2008, the DuPage Water Commission rebated its membership a
proportional share of excess funds held by the Agency. Hinsdale's share of this rebate was
$1,254,403.

EXxpenses:

Operating expenses increased by $419,395. The major reason for this increase are professional
services related to the Drainage Issues within the Village. These Engineering Fees amounted to
(See independent allditor's report)
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VILLAGE OF HINSDALE, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALY SIS (continued)

$272,000. The Village aso hired an Assistant Village Engineer to oversee the drainage issues of the
Village. The personnel costs were aso included within the Business-type Activities.

FINANCIAL ANALYSISOF THE VILLAGE'S FUNDS

At April 30, 2008, the governmental funds (as presented on the balance sheet on page 6) reported a
combined fund balance of $4,740,524. Of this amount, the General Fund (a major fund) maintains a
balance of $2,876,359, or a decrease of $169,925 over the previous years fund balance. The ending
General Fund Unreserved Fund Balance at April 30, 2008 amounted to $ 2,778,884, or 16% of total
operating expenditures of the General Fund. The Nonmajor Governmental Fund maintains a balance
of $1,864,165 or a decrease of $178,753 over the previous years fund balance.

General Fund Budgetary Highlights

FY 2008
General Fund Original Amended
Budget Budget Actual

Revenues and Transfers

Taxes 7,038,009 7,038,009 7,089,075

I ntergovernmental 4,675,745 4,675,745 4,730,239

Service Charges 1,884,684 1,884,684 2,093,797

Licenses, Permits and Fines 3,092,491 3,092,491 2,314,144

Other 2,118,640 2,118,640 1,734,989
Total 18,809,569 18,809,569 17,962,244
Expenditures and Transfers Out 16,861,071 16,861,071 18,132,169
Change in Fund Balance 1,481,378 1,481,378 (169,925)

Total Actual Revenues were $847,325 below the budgeted amount. Intergovernmental revenues--
including State Sales Taxes, Replacement Taxes and Income Taxes--exceeded the current year's
budget by $54,494. Licenses Permits and Fees fell below budget due mainly to lower than expected
receipts for Building Permit Revenues. As stated previously, the Economy has been felt on the
Construction Side, and the Village has not issued as many Building Permits as it has in the past. Also,
Ticket Fees have been lower than anticipated due mainly to a first fee-waived program instituted
during early 2008. The reconfigured Parking Lot system has aso improved Commuter Parking habits
resulting in a decrease of citations issued. Additionally, actual interest income in the General Fund
was below budget by $62,142 due to unexpected lower rate of return on investment holdings.

Overall, the Village's actua expenditures within the General Fund exceeded budgeted expenditures by
$803,908. The magjority of this overage is related to unexpected legal services and parking lot
construction expenditures with a combined total of $861,652.

(See independent auditor's report)
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MANAGEMENT’S DISCUSSION AND ANALY SIS (continued)

Capital Assets

At the end of Fiscal Year 2008, the Village had a combined total of Capital Assets of $84,326,975
invested in a broad range of capital assets including general government buildings and equipment,
police and fire equipment, parks and recreation equipment and facilities, other village physica plant,
roads and related infrastructure, water plant equipment and parking lot land improvements (see table
3). Further information on the Village's capital assets is located in the notes to the financial
statements (pgs. 36-38)

Table3

Capital Assetsat Year End
Net of Depreciation

Governmental Business-type Total
Activities Activities Total % Change
2008 2007 2008 2007 2008 2007

Non-depreciable Assats
Land 6,862,173 6,862,173 215,452 215,452 7,077,625 7,077,625 -
Land Right of Way 45,921,203 45,921,203 - - 45,921,203 45,921,203

Other Capital Assets
Infrastlucture 8,757,926 8,156,253 - 8,757,926 8,156,253 7.38%
Land Improvements 3,034,393 3,042,993 - - 3,034,393 3,042,993 (0.28%)
Water System - - 13,451,881 13,305,626 13,451,881 13,305,626 1.1%
Building and Pool 2,893,684 3,828,356 17,467 73,483 2,911,151 3,901,839 (25.39%)
Parking Lots 617,387 199,240 - - 617,387 199,240 209.87%
Vehicles 395,027 465,901 197,781 117,076 592,808 582,977 1.69%
Machinery & Equipment 1,810,346 1,948,805 69,072 20,546 1,879,418 1,969,351 (4.57%)
Parking Lot Equipment 83,183 76,968 - - 83,183 76,968 8.07%

Total 70,375,322 70,501,892 13,951,653 13,732,183 84,326,975 84,234,075 (0.02"'%)

Debt Outstanding

Currently the Village maintains a AAA bond rating by both Standard and Poor's (S & P) and Fitch
Ratings. Low debt levels, well managed financial operations and a population base characterized by
high wealth andillcome levels were al items reflected in the ratings assignment. As of April 30,
2008, the Village has $8,185,000 of outstanding debt in General Obligation Bonds, and another
$1,120,000 in Alternative Revenue Source Bonds payable with Water Revenues.

In June 2008, the Village issued a $973,552, tax-exempt debt certificate to finance the purchase of a
fire truck, and in August 2008, an additional $500,000 was issued to finance the cost of a new HVAC
system for the Library.

The Village currently has alegal debt limit of $148,983,490 of which $8,185,000 has been applied as
of April 30, 2008. Current outstanding issues consist of $860,000 1999 G.O. Refunding Bonds
(related to the refinancing of the 1992 Bonds), and $1,700,000 G.O. Limited Tax Bonds-2002-Road
Improvement Project Bonds, and $2,580,000 G.O. Alternate Revenue Source Bonds-Road, Parking

(See independent auditor's report)
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and Parks Projects Bonds, and $3,045,000 G.O. Alternate Revenue Source Bonds-Library Renovation
Bonds. The Village also has $1,120,000 of G.O. Alternate Source Revenue Bonds supported by the
Waterworks and Sewerage Fund revenues. Further information on the Village's Debt Outstanding can
be located in the Notes to the Financial Statements (pages # 40-42).

Economic Factors

The Village is dependent on several sources of intergovernmental, or shared state revenue sources, to
finance general operations. The current economic conditions continue to improve, and state shared
revenues as well as sales taxes have increased slightly over the previous year. The Village continues
to monitor these sources of revenues and adjusts its spending accordingly where necessary. In August
2003, the Village completed a special census that indicated an increase in its population level from the
2000 census of 17,349 to 17,940. This represents a 3.4% increase and has had an impact on state per-
capita distributions.

Currently the Village is experiencing a slight decline in development of its residential housing stock in
remodeling and additions, as well as teardowns due mainly to the excess housing inventory on the
market. This phenomenon is a nationwide event which the Village hopes will begin to tum upward
soon. However, the overall value of real property remains strong, as does the overall wealth of the
Village in terms of per capita income and unemployment. Currently, the Village is experiencing an
unemployment rate of 3.60% compared to statewide figure of 5.4% and Du Page County rate of 4.3%.
According to the 2000 census, the Village had a median family income of $132,993 compared to
$79,314 for Du Page County, and $55,545 for the State of Illinois.

CONTACTING THE VILLAGE'SFINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, customers, investors and creditors with a
general overview of the Village's finances and to demonstrate the Village's accountability for the
money it receives. Questions regarding this report or requests for additional information should be
directed to Douglas E. Cooper, Director of Finance, Village of Hinsdale, 19 East Chicago Ave.,
Hinsdale, IL 60521.

(See independent allditor's report)
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VILLAGE OF HINSDALE, ILLINOIS

STATEMENT OF NET ASSETS
April 30, 2008
Governmental Business-Type Component Unit
Activities Activities Total Library
ASSETS
Cash and cash equivalents $ 1,975,405 $ 1,043,376 $ 3,018,781 $ 523,550
Investments 438,501 2,263,335 2,701,836 706,457
Receivables (net, where applicable,
of allowances for uncollectibles)
Property taxes 4,854,129 4,854,129 2,024,623
Utility taxes and franchise fees 209,908 209,908
Accrued interest 21,367 26,587 47,954 11,679
Accounts 833,236 833,236
Other 789,872 21,640 811,512 13,976
Due from other governments 2,598,803 2,598,803 3,940
Prepaids 43,577 455 44,032 15,929
Inventories 53,898 53,898
Net pension asset 143,540 143,540
Capital assets not being depreciated 52,783,376 215,452 52,998,828
Capital assets (net of accumulated
depreciation) 17,591,946 13,736,201 31,328,147 3,070,157
Total assets 81,504,322 18,140,282 99,644,604 6,370,311
LIABILITIES
Dueto fiduciary funds 15,361 15,361
Accounts payable 568,201 402,729 970,930 158,298
Accrued payroll 457;723 28,985 486,708 57,934
Accrued interest payable 40,958 14,350 55,308
Deposits payable 4,746 15,610 20,356
Retainage payable 8,167 12,633 20,800 30,000
Other payables 106,984 106,984
Unearned revenues 5,083,754 5,083,754 2,024,623
Noncurrent liabilities
Due within oneyear 1,157,507 283,926 1,441,433 7,176
Due in more than one year 8,887,210 937,699 9,824,909 21,529
Total liabilities 16,330,611 1,695,932 18,026,543 2,299,560
NET ASSETS
Invested in capital assets
net of related debt 62,220,632 12,831,653 75,052,285 3,070,157
Restricted for
Streets 1,182,521 1,182,521
Public safety 60,892 60,892
Debt service 620,752 620,752
Unrestricted 1,088,914 3,612,697 4,701,611 1,000,594
TOTAL NET ASSETS $ 65,173,711 $ 16,444,350 $ 81,618,061 $ 4,070,751

See accompanying notes to financial statements.
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VILLAGE OF IIINSDALE, ILLINOIS

STATEMENT OF ACTIVITIES

For the Y ear Ended April 30, 2008

FUNCTIONSIPROGRAMS
PRIMARY GOVERNMENT
Governmental Activities
General government
Public safety
Public services
Parks and recreation
Interest

Total governmental activities

Business-Type Activities
Water and sewer

Total business-type activities
TOTAL PRIMARY GOVERNMENT

COMPONENT UNIT
Library

Program Revenues
Charges Operating Capital Grants
Expenses for Services Grants and Contributions
$ 5,522,424 $ 1,464,008 $ $ 34,858
8,861,223 1,192,009 20,784 12,867
4,401,392 1,385,078 510,910
2,410,526 1,013,074
302,074
21,497,639 5,054,169 531,694 47,725
4,510,300 3,982,209
4,510,300 3,982,209
$26,007,939 _$ 9,036,378 $ 531,694 $ 47,725
$' 2,297,799 $ 39,858 $ 21,720 $ 3,104,898

See accompanying notes to financial statements.
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FUNCTIONSIPROGRAMS
PRIMARY GOVERNMENT
Governmental Activities
General government
Public safety
Public services
Parks and recreation
Interest

Total governmental activities

Business-Type Activities
Water and sewer

Total business-type activities
TOTAL PRIMARY GOVERNMENT

COMPONENT UNIT
Library

General Revenues

Taxes

Property

Utility

Sales

Income

Replacement
Donations
Investment income
Miscellaneous
DWC Rebate

Total

CHANGE IN NET ASSETS
NET ASSETS, BEGINNING

NET ASSETS, ENDING

Net (Expense) Revenue and Change in Net Assets

Primary Government

Component Unit

Governmental Business-Type
Activities Activities Total Library
$ (4,023,558) $ $ (4,023,558) $
(7,635,563) (7,635,563)
(2,505,404) (2,505,404)
(1,397,452) (1,397,452)
(302,074) (302,074)
(15,864,051) (15,864,051)
(528,091) .(528,091)
(528,091) (528,091)
(15,864,051) (528,091) (16,392,142)
868,677
5,154,180 5,154,180 2,036,902
2,338,989 2,338,989
2,704,298 2,704,298
1,690,241 1,690,241
267,190 267,190 23,567
129,652
335,650 183,678 519,328 74,742
1,051,784 61,986 1,113,770 10,587
1,254,403 1,254,403
13,542,332 1,500,067 15,042,399 2,275,450
(2,321,719) 971,976 (1,349,743) 3,144,127
67,495,430 15,472,374 82,967,804 926,624
$ 65,173,711 $ 16,444,350 $ 81,618,061 $ 4,070,751

See accompanying notes to financial statements.
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VILLAGE OF HINSDALE, ILLINOIS
BALANCE SHEET

GOVERNMENTAL FUNDS

April 30, 2008
Capital Nonmajor Total
General Projects Governmental Governmental
ASSETS
Cash and cash equivalents $ 419,693 $ 165,593 $ 1,390,119 $ 1,975,405
Investments 438,501 438,501
Receivables (net, where applicable,
of allowances for uncollectibles)
Property taxes 4,471,383 382,746 4,854,129
Utility taxes and franchise fees 209,908 209,908
Accrued interest 21,367 21,367
Other 789,872 789,872
Due from other governments 2,558,643 40,160 2,598,803
Prepaid items 43,577 43,577
Inventories 53,898 53,898
TOTAL ASSETS $ 8,568,341 $ 165,593 $ 2,251,526 $ 10,985,460
LIABILITIESAND FUND BALANCES
LIABILITIES
Accounts payable $ 411,366 $ 152,220 $ 4,615 $ 568,201
ACClUed payroll 457,723 457,723
Deposits payable 4,746 4,746
Retainage payable 8,167 8,167
Other payables 101,778 5,206 106,984
Deferred revenues
Property taxes 4,471,383 382,746 4,854,129
Other 229,625 229,625
Dueto fiduciary funds 15,361 15,361
Total liabilities 5,691,982 165,593 387,361 6,244,936
FUND BALANCES
Reserved for prepaid items 43,577 43,577
Reservedfor inventories 53,898 53,898
Reserved for streets 1,182,521 1,182,521
Reserved for debt service 620,752 620,752
Reserved for public safety 60,892 60,892
Reserved for capital improvement
Unreserved, undesignated
General Fund 2,778,884 2,778,884
Total fund balances 2,876,359 1,864,165 4,740,524
TOTAL LIABILITIESAND FUND BALANCES $ 8568%341 $ 1659593 $  2251%526 $  107985%460

See accompanying notes to financial statements.
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VILLAGE OF IDNSDALE, ILLINOIS

RECONCILIATION OF FUND BALANCES OF GOVERNMENTAL FUNDS TO THE
GOVERNMENTAL ACTIVITIES IN THE STATEMENT OF NET ASSETS

April 30, 2008

FUND BALANCES OF GOVERNMENTAL FUNDS $ 4,740,524

Amounts reported for governmental activitiesin the
statement of net assets are different because:

Capital assets used in governmental activities are
not financial resources and, therefore, are not
reported in the governmental funds 70,375,322

The net pension asset is not acurrent financial resource andis
therefore not reported in the governmental funds 143,540

Long-term liabilities, including bonds payable, are
not due and payable in the current period and,
therefore, are not reported in the governmental funds:

Bonds payable (8,185,000)
L ess unamortized discount 30,311
Compensated absences payable (1,890,028)
Interest payable (40,958)
NET ASSETS OF GOVERNMENTAL ACTIVITIES $ 65173711

See accompanying notes to financial statements.
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VILLAGE OFHINSDALE, ILLINOIS

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

For the Y ear Ended April 30, 2008

Capital Nonmajor Total
General Projects Governmental Governmental
REVENUES
Property taxes $ 4,750,087 $ $ 404,093 $ 5,154,180
Utility taxes 2,338,988 2,338,988
Intergovernmental 4,730,239 547,246 5,277,485
Service charges 2,093,797 2,093,797
Licenses, permits, and fmes 2,314,144 2,314,144
Investment income 197,858 54,290 83,503 335,651
Miscellaneous 1,537,131 124,544 1,661,675
Total revenues 17,962,244 54,290 1,159,386 19,175,920
EXPENDITURES
Current
General government 2,344,599 233,912 2,578,511
Public safety 8,368,480 12,533 8,381,013
Public services 3,747,626 94,262 3,841,888
Parks and recreation 2,026,592 2,026,592
Capital outlay 1,177,752 2,004,690 715,137 3,897,579
Debt service
Principal 665,000 665,000
Interest and fees 318,327 318,327
Total expenditures 17,665,049 2,238,602 1,805,259 21,708,910
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES 297,195 (2,184,312) (645,873) (2,532,990)
OTHER FINANCING SOURCES (USES)
Transfersin 467,120 467,120
Transfers (out) (467,120) (467,120)
Total other financing sources (uses) (467,120) 467,120
NET CHANGE IN FUND BALANCES (169,925) (2,184,312) (178,753) (2,532,990)
FUND BALANCES, MAY 1 3,046,284 2,184,312 2,042,918 7,273,514
FUND BALANCES, APRIL 30 $ 2,876,359 $ $ 1,864,165 $ 4,740,524

See accompanying notes to financial statements.
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VILLAGE OF IDNSDALE, ILLINOIS
RECONCILIATION OF GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES TO THE GOVERNMENTAL
ACTIVITIES IN THE STATEMENT OF ACTIVITIES

For the Y ear Ended April 30, 2008

NET CHANGE IN FUND BALANCES -
TOTAL GOVERNMENTAL FUNDS $ (2,532,990)

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

Governmental funds report capital outlay as expenditures; however,
they are capitalized and depreciated in the statement of activities 3,973,814

The disposal of capital assets is not a current financial resource
and, therefore, is not reported in the governmental funds (2,820,628)

The change in net pension asset is not a current financial resource
and, therefore, is not reported in the governmental funds 47,108

The issuance of long-tenn debt provides current financial resources to

governmental funds while the repayment of long-term debt is

reported as an expenditure when due in governmental funds. The

issuance and repayment of long-term debt are reported as an increase

and reduction of principal outstanding respectively in the

statement of activities. Also, governmental funds report the effect of

discounts when debt is first issued, whereas these amounts are deferred

and amortized in the statement of activities:
Bond principal paid 665,000
Amortization of bond discount (1,841)

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

Interest 16,253
Compensated absences (388,679)
Depreciation (1,279,756)
CHANGES IN NET ASSETS OF GOVERNMENTAL ACTNITIES $ (2,.321,719)

See accompanying notes to financial statements.
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VILLAGE OF HINSDALE, ILLINOIS
STATEMENT OF NET ASSETS
PROPRIETARY FUND

April 30, 2008

CURRENT ASSETS

Cash and cash equivalents

Investments

Receivables
Accounts - billed
Accounts - unbilled
Accrued interest
Other

Prepaids

Total current assets

NONCURRENT ASSETS
Capital assets
Land
Building and improvements
Water system
Vehicles
Office equipment
Other equipment

Subtotal
Accumulated depreciation

Net capital assets
Total assets

CURRENT LIABILITIES
Accounts payable
Bonds payable - current portion
Retainage Payable
Accrued payroll
Compensated absences payable - current portion
Accrued interest payable
Deposits payable

Total current liabilities
NONCURRENT LIABIIJTIES
Compensated abscences payable
General obligation alternate revenue bonds payable
Total noncurrent liabilities
Total liabilities
NET ASSETS
Invested in capital assets, net of related debt
Unrestricted

TOTAL NET ASSETS

See accompanying notes to financial statements.
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VILLAGE OF IIINSDALE, ILLINOIS

STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND NET ASSETS

PROPRIETARY FUND

For the Y ear Ended April 30, 2008

OPERATING REVENUES
Charges for services
Miscellaneous

Total operating revenues
OPERATING EXPENSES
Waterworks and sewerage
Depreciation
Total operating expenses
OPERATING INCOME (LOSS)
NONOPERATING REVENUES (EXPENSES)
DWCRebate
Investment income
Interest expense
Total nonoperating revenues (expenses)
CHANGE INNET ASSETS

NET ASSETS, MAY 1

NET ASSETS, APRIL 30

See accompanying notes to financial statements.
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3,982,209

61,986

4,044,195

3,987,946

481,365
4,469,311

(425,116)

1,254,403
183,678

(40,989)

1,397,092
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VILLAGE OF HINSDALE, ILLINOIS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For the Y ear Ended April 30, 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users
Paymentsto suppliers
Recei pts from miscellaneous revenues
Payments to employees

Net cash from operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

DWCRebate
Net cash from noncapital fmancing activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCINGACTIVITIES
Principal payments
Capital assets purchased
Interest paid

Net cash from capital and related financing activities
CASH FLOWS FROM INVESTING ACTIVITIES
Sale of Investments
Interest received

Net cash from investing activities

NET INCREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, MAY 1

CASH AND CASH EQUIVALENTS, APRIL 30

This statement is continued on the following page.
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$ 4,167,578
(2,372,289)
61,986
(1.451,942)

405,333

1,254,403

1,254,403

(250,000)
(700,835)

(47,165)
(998,000)

(287,016)
154,983

(132,033)

529,703
513,673

$ 1043376



VILLAGE OF HINSDALE, ILLINOIS
STATEMENT OF CASH FLOWS (Continued)
PROPRIETARY FUND

For the Y ear Ended April 30, 2008

Waterworks
and

Sewerage

RECONCILIATION OF OPERATING INCOME TO NET CASH
FLOWS FROM OPERATING ACTIVITIES
Operating income $  (425,116)
Adjustments to reconcile operating income to net cash
from operating activities

Depreciation 481,365
Changes in assets and liabilities
Accounts receivable 179,369
Prepaid expenses 2,395
Accounts payable 126,655
Retainage Payable 12,633
Deposits payable 6,000
Accrued payroll 16,112
Compensated absences payable 5,920
NET CASH FROM OPERATING ACTIVITIES $ 405,333

See accompnay notes to fmancial statements.
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VILLAGE OF HINSDALE, ILLINOIS
STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS

April 30, 2008
Pension Trust Agency
Funds Funds
ASSETS
Cash and cash equivalents $ 713,424 $ 162,763
Investments, at fair value
U.S. Government and Agency Obligations 16,436,631 2,216,677
Equities 5,920,444
Mutual Funds 6,639,263
Receivables
Accrued interest 165,939
Due from other funds 15,361
Total assets 29,891,062 $ 2,379,440
LIABILITIES
Accounts payable 4,067 -$ 63,639
Deposits payable 2,316,422
Held for medical reimbursement (2,512)
Held for dependent care reimbursement 1,891
Totalliabilities 4,067 $ 2,379,440
NET ASSETSHELD IN TRUST FOR
PENSION BENEFITS $ 29,886,995

See accompanying notes to financial statements.
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VILLAGE OF IDNSDALE, ILLINOIS
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
PENSION TRUST FUNDS

For the Y ear Ended April 30, 2008

ADDITIONS
Contributions
Employer $ 730,668
Employees 663,283
Miscellaneous Income 447
Total contributions 1,394,398
Investment income
Net appreciation (depreciation) in
fair value of investments (32,921)
Interest income 1,041,243
Total investment income 1,008,322
Less investment expense (169,808)
Net investment income 838,514
Total additions 2,232,912
DEDUCTIONS
Retirement benefits 1,361,206
Disability benefits 195,678
Pension refunds 18,932
Administrative expenses 32,349
Total deductions 1,608,165
NET INCREASE 624,747
NET ASSETSHELD IN TRUST FOR
PENSION BENEFITS
MAY 1 29,262,248
APRIL 30 $ 29,886,995

See accompanying notes to financial statements.
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VILLAGE OF IDNSDALE, ILLINOIS
NOTES TOFINANCLAL STATEMENTS

April 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The fmancial statements of the Village of Hinsdae, Illinois (the Village) have been
prepared in conformity with accounting principles generally accepted in the United States
of America (GAAP) as applied to government units. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The more significant of the
Village's accounting policies are described below.

a

Reporting Entity

The Village was incorporated April 3, 1873. The Village is a municipal corporation
governed by an elected seven-member board. The Village operates under a Board-
Manager form of government and provides the following services as authorized by
its charter: public safety (police and fITe), highways and streets, water and sanitation,
public improvements, planning and zoning and general administrative services. As
required by generally accepted accounting principles, these financial statements
present the Village (the primary government) and its component units. The
component units discussed below are included in the Village's reporting entity
because of the significance of their operational or fmancia relationship with the
Village.

Discretely Presented Component Unit

The component unit columns in the basic financial statements include the financial
data of the Village's other component unit. It is reported in a separate column to
emphasize that it is legally separate from the Village.

Village of Hinsdale Public Library

The Village of Hinsdale Public Library (the Library) is governed by the Hinsdale
Public Library Board of Trustees elected by the voters of the Village. The Library
Board of Trustees selects management staff, establishes budgets and otherwise
directs the affairs of the Library. The Library may not issue bonded debt without the
Village's approval. The Library receives most of its funding through property taxes
levied by the Village on behalf of the Library. The Library does not issue separate
fmancial statements.
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VILLAGE OF HINSDALE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

a

Reporting Entity (Continued)
The Village's financia statements include pension trust funds:
Police Pension Employees Retirement System

The Village's police employees participate in the Police Pension Employees
Retirement System (PPERS). PPERS functions for the benefit of these employees
and is governed by a five-member pension board. Two members appointed by the
Village's President, one pension beneficiary elected by the membership, and two
police employees elected by the membership constitute pension board. The Village
and PPERS participants are obligated to fund all PPERS costs based upon actuarial
valuations. The State of Illinois is authorized to establish benefit levels and the
Village is authorized to approve the actuarial assumptions used in the determination
of contribution levels. Although it possesses many characteristics of a legally
separate government, PPERS is reported as if it were part of the primary government
because its sole purpose is to finance and administer the pensions of the Village's
police employees and because of the fiduciary nature of such activities. PPERS is
reported as a pension trust fund. No separate annual fmancial report is issued for
PPERS.

Firefighters' Pension Employees Retirement System

The Village's firefighters participate in the Firefighters Pension Employees
Retirement System (FPERS). FPERS functions for the benefit of these employees
and is governed by a five-member pension board. Two members appointed by the
Village's President, one pension beneficiary elected by the membership and two fire
employees elected by the membership constitute the pension board. The Village and
FPERS participants are obligated to fund all FPERS costs based upon actuarial
valuations. The State of Illinois is authorized to establish benefit levels and the
Village is authorized to approve the actuarial assumptions used in the determination
of contribution levels. Although it possesses many of the characteristics of a legally
separate government, FPERS is reported as i f it were part of the primary government
because its sole purpose is to finance and administer the pensions of the Village's
frrefighters because of the fiduciary nature of such activities. FPERS is reported as a
pension trust fund. No separate annual fmancial report isissued for FPERS.
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VILLAGE OF IIINSDALE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
b.  Fund Accounting

The accounts of the Village are organized on the basis of funds, each of which is
considered a separate accounting entity. The operations of each fund are accounted
for with a separate set of self-balancing accounts that comprise its assets, liabilities,
fund balances/net assets, revenues and expenditures/expenses, as appropriate.
Governmental resources are allocated to and accounted for in individua funds based
upon the purposes for which they are to be spent and the means by which spending
activities are controlled.

Funds are classified into the following categories: governmental, proprietary, and
fiduciary.

Governmental funds are those through which most governmental functions of the
Village are fmanced. The Village's expendable resources (except those accounted
for in proprietary funds) are accounted for through governmental funds. The
measurement focus is upon detennination of changes in financia position, rather
than upon net income detennination. The following are the Village's governmental
funds:

General Fund - the General Fund is the genera operating fund of the Village.
It is used to account for al financial resources except those required to be
accounted for in another fund.

Specia Revenue Funds - Special Revenue Funds are used to account for the
proceeds of specific revenue sources (other than major capital projects) that are
legally restricted to expenditures for specific purposes.

Debt Service Fund - The Debt Service Fund is used to account for the
accumulation of resources for, and the payment of, genera long-term debt
principal, interest, and related cost.

Capita Projects Funds - Capital Projects Funds are used to account for
financia resources to be used for the acquisition or construction of major
capital facilities (other than those fmanced by proprietary funds).

Proprietary funds are used to account for activities which are similar to those found
in the private sector, where the detennination.of net income is necessary or useful for
sound financial administration. The measurement focus is upon detennination of net
income.
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VILLAGE OF IIINSDALE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

b.

Fund Accounting (Continued)

Enterprise Funds - Enterprise Funds are used to account for operations (a) that
are financed and operated in a manner similar to private business enterprises -
where the intent of the governing body is that the costs (expenses, including
depreciation) of providing goods or services to the general public on a
continuing basis be fmanced or recovered primarily through user charges.

The Village has elected, under the provisions of GASB Statement 20, titled
"Accounting and Financial Reporting for Proprietary Funds and Other
Governmental Entities That Use Proprietary Fund Accounting,” to apply all
applicable GASB pronouncements and dl FASB Statements and Interpretations,
Accounting Principles Board (APB) Opinions, and Accounting Research Bulletins
(ARB) issued on or before November 30, 1989, unless they conflict with or
contradict GASB pronouncements.

Fiduciary funds are used to account for assets held by the Village in a trustee
capacity or as an agent for individuals, private organizations, other governmental
units, or other funds.

Fiduciary Funds - Fiduciary Funds are used to account for assets held by the
Village in a trustee capacity or as an agent for individuas, private
organizations, other governments and/or other funds. These include Pension
Trust and Agency Funds. Pension Trust Funds are accounted for in essentially
the same manner as proprietary funds since capital maintenance is critical.
Agency Funds are custodial in nature (assets equal liabilities) and do not
involve measurement of results of operations.

Government-Wide and Fund Financial Statements

The government-wide fmancia statements (i.e., the statement of net assets and the
statement of activities) report information on all of the nonfiduciary activities of the
Village. The effect of materia interfund activity has been eliminated from these
statements. Governmental activities, which normally are supported by taxes or
intergovernmental revenues, are reported separately from business-type activities,
which rely to a significant extent on fees and charges for support.
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VILLAGE OF HINSDALE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C.

Government-Wide and Fund Financial Statements (Continued)

The statement of activities demonstrates the degree to which the direct expenses of a
given function, segment, or program are offset by program revenues. Direct
expenses are those that are clearly identifiable with a specific function or segment.
Program revenues include 1) charges to customers or applicants who purchase, use,
or directly benefit from goods, services, or privileges provided by a given function
or segment, and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead as
genera revenues.

Separate financial statements are provided for governmental funds, proprietary
funds, and fiduciary funds. Major individual governmental funds and major
individual enterprise funds are reported as separate columns in the fund financia
Statements.

The Village reports the following major governmental funds:

The General Fund is the Village's primary operating fund. It accounts for all
financia resources of the general government, except those required to be
accounted for in another fund.

The Capital Projects Fund accounts for the costs of various improvements to
Village property or acquiring major items of equipment.

The Village reports the following major proprietary fund:

The Waterworks and Sewerage Fund accounts for the activities of the water
and sewerage operations.

The Village reports the following fiduciary funds:

The Village reports pension trust funds as fiduciary funds to account for the
Police Pension Fund and Firefighter's Pension Fund. The Village reports the
Escrow, Specia Service Areas, and Flexible Benefit Agency Funds as fiduciary
funds.

M easurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide fmancial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund
and fiduciary (excluding agency) fund fmancial statements. Revenues and additions
are recorded when earned and expenses and deductions are recorded when a liability
isincurred. Property taxes are recognized as revenue in the year for which they are
levied (i.e., intended to finance).
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VILLAGE OF IIINSDALE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

d.

M easurement Focus, Basis of Accounting, and Financial Statement Presentation
(Continued)

Grants and similar items ae recognized as revenue as soon as dl eligibility
requirements imposed by the provider have been met. Operating revenues/expenses
include all revenues/expenses directly related to providing water and sewer services.
All revenues and expenses not meeting this defmition are reported as nonoperating
revenues and expenses.

Governmental fund financial statements are reported using the current fmancial
resources measurement focus and the modified accrual basis of accounting. Under
the modified accrual basis of accounting, revenues are recognized when susceptible
to accrua (i.e., when they become both measurable and available). "Measurable”
means the amount of the transaction can be determined and "available” means
collectible within the current period or soon enough thereafter to be used to pay
liabilities of the current period. The Village considers revenues to be available if
they are collected within 60 days of the end of the current fiscal period, except for
sales taxes and telecommunication taxes which use a 90 day period. The Village
recognizes property taxes when they become both measurable and available in the
year intended to fmance. Expenditures are recorded when the related fund liability is
incurred. Principal and interest on general long-term debt are recorded as fund
liabilities when due.

Sales taxes owed to the state at year end, franchise taxes, licenses, charges for
services, and interest associated with the current fiscal period are al considered to be
susceptible to accrual and are recognized as revenues of the current fiscal period.
Fines and permits revenues are not susceptible to accrua because generally they are
not measurable until received in cash.

In applying the susceptible-to-accrual concept to intergovernmental revenues, the
legal and contractual requirements of the numerous individual programs are used as
guidelines. Monies that are virtually unrestricted as to purpose of expenditure,
which are usually revocable only for failure to comply with prescribed compliance
requirements, are reflected as revenues at the time of receipt or earlier if the
susceptible-to-accrual criteria are met.

The Village reports deferred (unearned) revenue on its financial statements.
Deferred revenues arise when potential revenue does not meet both the "measurable”
and "available" criteriafor recognition in the current period. Deferred revenues also
arise when resources are received by the Village before it has alegal clam to them,
as when grant monies are received prior to the incurrence of qualifying expenditures.
In subsequent periods, when both revenue recognition criteria are met, or when the
government has a legal claim to the resources, the liability for deferred revenue is
removed from the fmancial statements and revenue is recognized.
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VILLAGE OF HINSDALE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

e.

Cash and Investments
Cash and Cash Equivalents

For purposes of the statement of cash flows, the Village's proprietary fund considers
al highly liquid investments with an original maturity of three months or less when
purchased to be cash equivalents.

Investments

Investments with a maturity of one year or less when purchased and non-negotiable
certificates of deposits are stated at amortized cost. Investments with a maturity
greater than one year when purchased are reported at fair value. Investments in the
pension trust funds are stated at fair value. Fair value is based on quoted market
prices at April 30 for debt securities, equity securities and mutual funds, and contract
values for insurance contracts.

Interfund Receivables/Payables

Activity between funds that are representative of lendinglborrowing arrangements
outstanding at the end of the fiscal year are referred to as either "due to/from other
funds" (i.e., the current portion of interfund loans) or "advances to/from other funds"
(i.e., the non-current portion of interfund loans). All other outstanding balances
between funds are reported as " due to/from other funds.”

Advances between funds, as reported in the fund financial statements, are offset by a
fund balance reserve account in applicable governmental funds fund financial
statements to indicate that they are not available for appropriation and are not
expendabl e available financial resources.

Inventories

Inventories are valued at cost, which approximates market, using the first-in/frrst-out
(FIFO) method. The costs of governmental inventories are recorded as expenditures
when consumed rather than when purchased.

Prepaids

Payments made to vendors for services that will benefit periods beyond the date of
this report are recorded as prepaid.
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VILLAGE OF IIINSDALE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets
(e.g., roads, bridges, and similar items), are reported in the applicable governmental
or business-type activities columns in the government-wide fmancial statements.
Capital assets are defmed by the Village as assets with an initial, individual cost of
more that $5,000 and an estimated useful life in excess of one year. Such assets are
recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimate fair market value at the date of
donation.

The cost of normal maintenance and repairs that do not add to the value of the asset
or materially extend asset lives are not capitalized.

Magjor outlays for capital assets and improvements are capitalized as projects are
constructed. Interest incurred during the construction phase of capital assets of
business-type activities is included as part of the capitalized value of the assets
constructed. Property, plant, and equipment is depreciated using the straight-line
method over the following estimated useful lives:

Assets Y ears
Land improvements 20
Buildings and building improvements 20-45
Parking lots and improvements 20
Water and sewer system 10-67
Vehicles 5
Machinery and equipment 3-10
Infrastructure 40-50
Compensated Absences

The Village accrues a liability for vacation and sick leave benefits as these benefits
are earned. At April 30, 2008, the liabilities for the accumulated unpaid benefits are
accounted for in the Enterprise Funds at al levels and in the governmental activities
column in the government-wide financial statements.
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VILLAGE OF IDNSDALE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

k.

Long-Term Obligations

In the government-wide financial statements and proprietary funds in the fund
fmancia statements, long-tenn debt and other long-tenn obligations are reported as
liabilities in the applicable governmental activities, business-type activities, or
proprietary fund financial statements. Bond premiums and discounts, as well as
issuance costs, are deferred and amortized over the life of the bonds. Bonds payable
are reported net of the applicable bond premium or discount. Bond issuance costs
are reported as deferred charges and amortized over the term of the related debt.

In the fund fmancial statements, governmental funds recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face
amount of debt issued is reported as other financing sources. Premiums received on
debt issuances are reported as other financing sources while market related discounts
on debt issuances are reported as other financing uses. Issuance costs, whether or
not withheld from the actual debt proceeds received, are reported as expenditures.

Fund BalancesINet Assets

In the fund fmancial statements, governmental funds report reservations of fund
balance for amounts that are not available for appropriation or are legally restricted
by outside parties for use for a specific purpose. Designations of fund balance
represent tentative management plans that are subject to change. In the government-
wide. financial statements, restricted net assets are legally restricted Py outside parties
for a specific purpose. None of.the net assets are restricted as a result of enabling
legislation adopted by the Village. Invested in capital assets, net of related debt,
represents the book value of capital assets less any long-term debt principal
outstanding issued to construct or acquire capital assets.

Interfund Transactions

Interfund services transactions are accounted for as revenues, expenditures, or
expenses. Transactions that constitute reimbursements to a fund for
expenditures/expenses initially made from it that are properly applicable to another
fund are recorded as expenditures/expenses in the reimbursing fund and as
reductions of expenditures/expenses in the fund that is reimbursed.

All other interfund transactions, except interfund services transactions and
reimbursements, are reported as transfers.
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VILLAGE OF HINSDALE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

2. DEPOSITSAND INVESTMENTS

The Village maintains a cash and investment pool that is available for use by all funds,
except the pension trust funds. Each fund's portion of this pool is displayed on the
financial statements as "cash and investments'. In addition, investments are separately
held by several of the Village's funds. The deposits and investments of the pension trust
funds are held separately fronl those of other funds.

a

Village Deposits and Investments

The Village's investment policy authorizes the Village to invest in al investments
adlowed by Illinois Compiled Statutes. These include deposits/investments in
insured commercial banks, savings and loan institutions, obligations of the u.S.
Treasury and U.S. Agencies, insured credit union shares, money market mtltual
funds with portfolios of securities issued or guaranteed by the United States or
agreements to repurchase these same obligations, repurchase agreements, short-term
commercial paper rated.within the three highest classifications by at least two
standard rating services, Illinois Funds (created by the Illinois State Legislature
under the control of the State Comptroller that maintains a $1 per share value which
is equal to the participants fair value), and the Illinois Metropolitan Investment Fund
('MET), a not-for-profit investment trust fonned pursuant to the Illinois Municipal
Code and managed by a Board of Trustees elected from the participating members.
IMET is not registered with the SEC as an investment company. Investments in
IMET are valued at IMET's share price, the price for which the investment could be
sold. The Village’s investment policy does limit its deposits to financia institutions
that are members of the FDIC system and are capable of posting collateral for
amounts in excess of FDIC insurance.

It is the policy of the Village to invest its funds in a manner which will provide the
highest investment return with the maximum security while meeting the daily cash
flow demands of the Village and conforming to al state and local statutes governing
the investment of public funds, using the "prudent person” standard for managing the
overall portfolio. The primary objectives of the policy are, in order of priority, safety
of principal, liquidity, and yield.

Deposits with Financial Institutions

Custodial credit risk for deposits with fmancia institutions is the risk that in the
event of bank failure, the Village's deposits may not be returned to it. The Village's
investment policy requires pledging of collateral for al bank balances in excess of
federal depository insurance, at an amount not less than 105% of the fair market
value of the funds secured, with the collateral held by the Village, an independent
third-party or the Federal Reserve Bank of Chicago.
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VILLAGE OF HINSDALE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

2.

DEPOSITS AND INVESTMENTS (Continued)

a  Village Deposits and Investments (Continued)
Investments
The following table presents the investments and maturities of the Village's debt
securities as of April 30, 2008:
Investment Maturitiesin Years
Lessthan Greater than
Investment TyPe Fair Vaue 1 15 6-10 10
U.S. Agency
Obligations $2,406,987 $ - $1900272 $ 506,715 $
[llinois Funds 1,798,177 1,798,177
[llinois Metropolitan
Investment Fund 639,648 639,648
Money Markets 399,403 399,403
TOTAL $5,244,215 $2,197,580 $2,539,920 $ 506,715 $

Interest rate risk is the risk that changes in interest rates will adversely affect the fair
value of an investment. In accordance with its investment policy, the Village limits
its exposure to interest rate risk by structuring the portfolio to provide liquidity for
cash requirements for ongoing operations in shorter-term securities, money market
funds, or similar investment pools and limiting the length of maturity for debt -
securities.

Credit risk is the risk that the issuer of a debt security will not pay its par value upon
maturity. The Village limits its exposure to credit risk limiting investments to the
safest types of securities; pre-qualifying the financia ingtitutions, intermediaries and
advisors with which the Village will conduct business;, and diversifying the
investment portfolio so that potential losses on individua investments will be
minimized. lllinois Funds and 'MET funds are rated AAA.

Custodial credit risk for investments is the risk that, in the event of the failure of the
counterparty to the investment, the Village will not be able to recover the value of its
investments that are in possession of an outside party. To limit its exposure, the
Village's investment policy requires all security transactions that are exposed to
custodial credit risk to be processed on a delivery versus payment basis with the
underlying investments held by an independent third-party custodian and evidenced
by safekeeping receipts and awritten custodial agreement. Illinois Funds and 'MET
are not subject to custodial credit risk.

-28-



VILLAGE OF HINSDALE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

2.

DEPOSITS AND INVESTMENTS (Continued)

a

Village Deposits and Investments (Continued)
Investments (Continued)

Concentration of credit risk is the risk that the Village has a high percentage of its
investments invested in one type of investment. The Village's investment policy
requires diversification of investments but does not establish specific portfolio
percentages to avoid unreasonable risk by limiting investments to avoid
overconcentration in securities from a specific issuer or business sector (excluding
U.S. Treasury securities); limiting investment in securities that have higher credit
risks; investing in securities with varying maturities; and continuously investing a
portion of the portfolio in readily available funds such as loca government
investment pools (LGIPS's) or money market funds to ensure that proper liquidity is
maintained in order to meet ongoing obligations.

Police Pension Fund Deposits and I nvestments

The Police Pension Fund's investment policy authorizes the Police Pension Fund to
invest in al investments allowed by Illinois Compiled Statutes. These include
depositginvestments in insured commercial banks, savings and loan institutions,
interest bearing obligations of the U.S. Treasury and U.S. Agencies, interest bearing
bonds of the State of Illinois or any county, township, or municipal corporation of
the State of Illinois, direct obligations of the State of Israel, money market mutual
funds whose investments consist of obligations of the U.S. Treasury or U.S.
Agencies, separate accounts managed by life insurance companies, Mutual Funds,
common and preferred stock, Illinois Funds (created by the Illinois State Legislature
under the control of the State Comptroller that maintains a $1 per share value which
is equa to the participants fair value), and IMET, a not-for-profit investment trust
formed pursuant to the Illinois Municipal Code and managed by a Board of Trustees
elected from the participating members. IMET is not registered with the SEC as an
investment company. Investments in IMET are valued a IMET's share price, the
price for which the investment could be sold.

It is the policy of the Police Pension Fund to invest its funds in a manner which will
provide the highest investment return with the maximum security while meeting the
cash flow demands of the Police Pension Fund and conforming to all state and local
statutes governing the investment of public funds, using the "prudent person”
standard for managing the overal portfolio. The primary objectives of the policy
are, in order of priority, safety of principal, liquidity, and rate ofretum.

Deposits with Financia Institutions
Custodial credit risk for deposits with fmancia institutions is the risk that in the

event of bank failure, the Police Pension Fund's deposits may not be returned to it.
The Police Pension Fund's investment policy does not address this issue.
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VILLAGE OF HINSDALE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

2.

DEPOSITS AND INVESTMENTS (Continued)
b. Police Pension Fund Deposits and | nvestments (Continued)
Investments

The following table presents the investments and maturities of the Police Pension
Fund's debt securities as of April 30, 2008:

Investment Maturitiesin Years

Less than Greater than
Investment Type Fair Value 1 1-5 6-10 10
u.S. Treasury
Obligations $6,000,998 $ 505,055 $2,991,327 $2,450,392 $ 54,224
U.S. Agency
Obligations 4,286,035 1,450,536 647,221 2,188,278
illinois Funds 17,887 17,887
TOTAL $10,304,920 $ 522,942 $4.441863 $3,097.613 $2,242,502

Interest rate risk is the risk that changes in interest rates will adversely affect the fair
value of an investment. The Police Pension Fund's investment policy does not
address this issue. The Police Pension Fund limits its exposure to interest rate risk
by structuring the portfolio to provide liquidity for al reasonably -anticipated
operating requirements while providing a reasonable rate of return based on the
current market. The Police Pension Fund further limits its exposure to interest rate
risk by limiting the length of maturity debt securities

Credit risk is the risk that the issuer of a debt security will not pay its par value upon
maturity. The Police Pension Fund limits its exposure to credit risk by primarily
investing U.S Treasury Obligations and other Obligations which are rated AA or
better by a national rating agency. Illinois Fundsisrated AAA.

Custodial credit risk for investments is the risk that, in the event of the failure of the
counterparty to the investment, the Police Pension Fund will not be able to recover
the value of its investments that are in possession of an outside party. To limit its
exposure, the Police Pension Fund's investment policy requires all security
transactions that are exposed to custodial credit risk to be processed on a delivery
versus payment basis with the underlying investments held by a third-party custodian
and evidenced by safekeeping receipts. Illinois Funds are not subject to custodial
credit risk.
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NOTES TO FINANCIAL STATEMENTS (Continued)

2.

DEPOSITSAND INVESTMENTS (Continued)

b.

Police Pension Fund Deposits and I nvestments (Continued)

Concentration of credit risk is the risk that the Police Pension Fund has a high
percentage of its investments invested in one type of investment. The Police Pension
Fund's investment policy does not address this above. The Police Pension Fund's
investment policy requires diversification of investment to avoid unreasonable risk
but does not establish specific maximum portfolio percentages. Target percentages
are cash 3%; fixed income 62%; large cep domestic equities 25%; small cap
domestic equities 5%; and international equities 5%.

Firefighters' Pension Fund Deposits and Investments

The Firefighters Pension Fund's investment policy authorizes the Firefighters
Pension Fund to invest in al investments alowed by Illinois Compiled Statu