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CITY OF LIGHTS

THOMAS J. WEISNER
Mayor

June 24,2016

To the Mayor of the City of Aurora, the Aurora City Council, and Aurora Residents and Businesses:

The Comprehensive Annual Financial Report (CAFR) of the City of Aurora, Illinois, for the fiscal year ended
December 31, 2015, is submitted herewith. This report provides a broad view of the city’s financial activities
for the 2015 fiscal year and its financial position at December 31, 2015. Although addressed to the elected
officials and the citizens of the city, this report has a number of other users. Foremost among these other
users are bondholders of the city, financial institutions, credit rating agencies, educational institutions, and
other governmental entities. Illinois statutes require that Illinois municipalities publish financial statements
on an annual basis that are prepared in accordance with generally accepted accounting principles and are
audited by independent accountants. In producing a CAFR, the City of Aurora has chosen to provide
financial information that is significantly greater than what state law requires.

Responsibility for both the accuracy of the information presented in the CAFR as well as the completeness
and fairness of the presentation, including all disclosures, rests with the city’s management. We believe that
the information, as presented, is accurate in all material respects; that it is presented in a manner designed to
fairly set forth the financial position of the city and the results of its operations; and that all disclosures
necessary to enable the reader to gain the maximum understanding of the city’s financial affairs have been
included.

Sikich LLP (Certified Public Accountants) has issued an unmodified (“clean™) opinion on the city’s financial
statements for the year ended December 31, 2015. The independent auditor’s report is located at the front of
the financial section of this report.

The management of the city has established a system of internal control that is designed to assure that the
assets of the city are safeguarded against loss, theft, or misuse. The system of internal control also assures
that the accounting system compiles reliable financial data for the preparation of financial statements in
conformity with generally accepted accounting principles. Internal accounting controls are designed to
provide reasonable, but not absolute, assurance that these objectives will be met. The concept of reasonable
assurance recognizes that: (1) the cost of a control should not exceed the benefits likely to be derived; and (2)
the evaluation of the costs and benefits requires estimates and judgments by management.

This letter of transmittal should be read in conjunction with management’s discussion and analysis to obtain
the most complete assessment of the city’s current financial status and its future prospects.

) 44 E. Downer Place | Aurora, IL 60507-2067
-IV-  30-256-3500 Office | 630-256-3509 Fax



The Reporting Entity and its Services

The City of Aurora was incorporated in 1857. The city is located approximately 36 miles west of Chicago.
Aurora is a home-rule community as defined by the Illinois Constitution and operates under the mayor-
council form of government. The City Council is comprised of 12 aldermen, two elected at large and one
elected from each of the city’s ten wards.

Aurora is a diverse and growing community. The city currently has a land area of approximately 46 square
miles and extends into four Illinois counties: Kane, DuPage, Kendall, and Will. In the 2010 census, Aurora’s
population was found to be 197,899, making it the second most populous municipality in the state. The 1980
and 2000 census figures of 81,293 and 142,990, respectively, provide insight into the pace of Aurora’s
growth. The United States Census Bureau found that Aurora was the 18th fastest growing city in America
during the 1990s among cities with a population of more than 100,000.

The city provides the full range of municipal services contemplated by statute or charter. These services
include public safety, roadway maintenance, refuse disposal, public improvements, planning and zoning,
engineering and inspection, water and sewer utility service, youth and certain other social services, and
general administrative services. Supplementing the recreational services provided by local park districts, the
city operates several municipal parks, one zoo, and a golf course. The city also owns and operates the Aurora
Municipal Airport. Library services are provided by the Aurora Public Library. The Aurora Public Library
is @ component unit of the city whose financial information is “discretely presented” in accordance with
generally accepted accounting principles. Consequently, most of the detailed financial information
pertaining to the library is published in a separate financial report.

The Accounting System and Budgeting

The accounts of the city 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, deferred outflows of resources, liabilities, deferred inflows of resources,
fund balances, revenues, and expenditures. Resources are allocated to and accounted for in individual funds
based upon the purposes for which they are to be spent and the means by which spending activities are
controlled.

The city’s accounting records are generally maintained on the modified accrual basis of accounting. Under
the modified accrual basis of accounting, revenues are recorded when measurable and available to liquidate
obligations of the current period and expenditures are recorded when a liability is incurred that is expected to
draw upon current financial resources. The modified accrual accounting records are the basis for assessing
budgetary compliance. After the end of the fiscal year, the city’s management makes various adjustments to
the accounting records to permit the preparation of certain financial statements on the accrual basis of
accounting to comply with generally accepted accounting principles. Under the accrual basis of accounting,
revenues are recorded when earned and expenses are recorded when incurred.

The City of Aurora has operated under the budget system as permitted by Chapter 65 of Illinois Compiled
Statutes (as opposed to the appropriation system) since January 1, 2000. State law requires that a
municipality operating under the budget system adopt its annual budget prior to the start of its fiscal year.
Through the budget, spending authority is conveyed by expenditure object. Budgetary control is maintained
by the use of encumbrance accounting under which purchase orders, contracts, and other commitments are
effectively recorded as temporary expenditures in order to reserve the proper portion of the applicable



budgetary account. The legal level of budgetary control is the department level or, where no departmental
segregation of a fund exists, the fund level.

The city’s budget development process starts in March of each year with the issuance of budgeting
instructions by the Finance Department. These instructions provide detailed guidance to the city staff on how
to prepare departmental/divisional budget requests. Applicable forms are also provided. Department heads
must submit their budget requests to the Finance Department in April. During the month of May, the Finance
Department compiles a draft city budget based upon the departmental requests and its projection of revenues
for the budget year. In June and July, the Mayor meets with department heads to review their budget
requests. He makes adjustments as appropriate to achieve budgetary balance and align the spending plan
with his priorities. During August and September, the Finance Department revises the draft budget as
directed by the Mayor. The Mayor submits his proposed city budget to the City Council for consideration in
October.

Upon receiving the Mayor’s proposed budget, the City Council refers the document to its Finance Committee
for review. The Finance Committee meets with selected department heads and other city staff members
during October and November to review the portions of the proposed budget within their functional
responsibility. The Finance Committee may make changes to the proposed budget in consultation with the
Mayor. Upon completion of its review, the Finance Committee typically recommends approval of the
proposed budget to the City Council in November. The City Council approves the budget in late November
or early December.

The city prepares budgets for its numerous governmental, proprietary, and fiduciary funds. The General
Fund, Debt Service Fund, Gaming Tax Fund, and several other special revenue and capital projects funds
comprise the governmental funds section of the budget. The proprietary funds section includes the Water
and Sewer Fund, Airport Fund, Motor Vehicle Parking System Fund, Transportation Center Fund, Golf
Operations Fund, and the three internal service funds. The Aurora Police Pension Fund, Aurora Firefighters’
Pension Fund, and Retiree Health Insurance Trust Fund are included in the budget as fiduciary funds. The
city does not adopt a budget for its Working Cash Fund (a governmental permanent fund) or agency funds.

Factors Affecting Economic Condition

Local Economy. The economic outlook for the City of Aurora is exceedingly bright. The City is a full
participant in the strong metropolitan Chicagoland economy. As residential and business development has
moved west from Chicago, Aurora has been a beneficiary. As described above, Aurora has experienced
significant population growth over the past 30 years. Geographic growth has paralleled the population
increases. Between 1980 and 2013 the land area of the City increased from 28 to 46 square miles. The City
has managed the growth with a “growth should pay for itself” philosophy. This philosophy has manifested
itself through policies that require new developments to pay for their own infrastructure.

A major strength of Aurora’s economic base is its diversity. Of the city’s combined total of $3,058,755,881
in equalized assessed value (EAV) for the 2014 property tax levy (applicable to property taxes paid in 2015),
$558,958,227 or 18.3% was classified as commercial and $313,164,349 or 10.2% as industrial. Between
2013 and 2014, the city’s total EAV (excluding incremental/tax increment financing EAV) decreased by
$10.0 million or 0.3% due to the reassessment of properties.

The city’s retail anchor continues to be the Fox Valley Mall, a 1.5 million square-foot enclosed shopping

mall constructed in the 1970s that contains over 160 stores. While the mall enjoys regional recognition as a
prime shopping location, several smaller retail centers also exist throughout the community.

-Vi -



A highly significant addition to the city’s retail base in 2004 was Chicago Premium Outlets, an upscale,
fashion-oriented outlet center located just east of Farnsworth Avenue and north of Interstate Route 88.
Originally, this facility spanned 435,000 square feet and was the home to approximately 120 stores.
However, in the fall of 2015, a $108 million expansion of the outlet mall opened for business. The expanded
area includes 290,000 square feet of new commercial space and is expected to ultimately be occupied by 50
more stores. The outlet center attracts shoppers from throughout Illinois, Indiana, and Wisconsin.

Beyond the outlet mall expansion, other economic development successes during 2015 included, but were not
limited to:

e Record-Breaking Building Activity. Issued 19% more building permits than in 2014. The
value of the construction represented by the permits was $513 million — a 59% increase over
the prior year. This was an all-time annual record. Furthermore, 2013-2015 set a record for
the greatest number of permits and most construction value of any three-year period in the
city’s history.

o Business Attraction. 23 new manufacturing businesses and more than 100 other businesses
were welcomed to the city.

e Napleton Hyundai. The car dealer completed a facility remodeling and expansion project.
The project entailed an investment of $1.5 million and added 960 square feet to the facility.

o Rush Copley Medical Center. The center on the city’s far-east side expanded its surgery
center. The expansion added 50,822 square feet to the facility.

e The Patio. A restaurant space along Route 59 was remodeled and became the home of a new
11,349 square-foot restaurant. The Patio is part of a chain that specializes in serving
barbeque food.
e Support Techs. The technology company purchased the former city library building at One
East Benton Street. The building is being renovated to serve as the company’s call support
center.
As these business moves suggest, the vibrant economic climate in Aurora just keeps getting better.
Long-Term Financial Planning. The city uses a number of processes and resultant planning documents to
accomplish its financial planning. As discussed above, the city adopts an annual budget. There are two
major planning documents that are inputs to the annual budgeting process. The first is the city’s strategic
plan. The strategic plan establishes a comprehensive program of major goals for the city. The overall
organizational goals included in the current plan are to:
e Attract and retain businesses and jobs.

o Preserve high levels of public safety and quality of life.

e Provide efficient, innovative, transparent, and accountable city government.

- Vii -



The city’s departments and divisions have established goals and programs of work to support the
accomplishment of the citywide goals listed above.

Tasks included in the strategic plan that require capital expenditures are inputs to the city’s capital planning
process. Those that do not require capital expenditures are direct inputs to the annual budget process.

The second major input to the annual budget process is the capital planning process. The Capital
Improvements Plan (CIP) is the product of the capital planning process. The CIP reflects a ten-year
projection for a variety of capital projects, to include infrastructure. For a project to be included in the CIP,
it must involve the creation or purchase of a tangible asset with an original cost of at least $100,000 and a
useful life of more than one year. (Motor vehicles and equipment are excluded from the CIP.) The major
categories of projects in the CIP are:
e Downtown.
e Economic Development.
e Facilities.
e Municipal Airport.
e Neighborhood Redevelopment.
e Recreation.
e Stormwater.
e Transportation.
e Water and Sewer.
Those projects that are programmed for the first year of the CIP (i.e., the upcoming budget year) are most
closely scrutinized in the capital planning process because their funding must be addressed in the annual
budget.
Financial Policies. The city has established several specific policies to guide its financial operations. Those
policies relate to accounting and financial reporting, budgeting and revenue management, debt management,
cash management and investments, and purchasing. Some of the most significant policies include:
e Issue a comprehensive annual financial report within 180 days of the end of each fiscal year
that complies with generally accepted accounting principles. (Accounting and Financial
Reporting)
o Capitalize building improvements, land improvements, and infrastructure with an acquisition
cost of $100,000 or more. Capitalize vehicles, machinery, furniture, and equipment with an

acquisition cost of $50,000 or more. (Accounting and Financial Reporting)

e Maintain a diversified revenue structure. (Budgeting and Revenue Management)
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e Maintain a General Fund balance of the greater of a) $1 million plus 25% of the prior year’s
corporate property tax levy or b) 10% of expenditures as originally budgeted for the year.
(Budgeting and Revenue Management)

e Maintain a balanced General Fund budget except for planned drawdowns of the fund balance
when the fund balance exceeds its target. (Budgeting and Revenue Management)

o Restrict the use of gaming tax revenues to capital projects, general obligation debt service,
and non-essential services. Maximize the use of gaming tax revenues for downtown
redevelopment purposes. (Budgeting and Revenue Management)

e Gradually increase annual employer contributions to the Retiree Health Insurance Trust Fund
S0 as to achieve an 80% funded ratio for the retiree healthcare plan over the course of several
years. (Budgeting and Revenue Management)

o Limit the period during which debt is outstanding to a time period not greater than the useful
life of the asset financed by the debt. (Debt Management)

e Sell bonds through competitive, rather than negotiated, sales whenever possible. (Debt
Management)

e Require that all bank deposits be collateralized with high-quality securities having a market
value of at least 110% of the underlying securities. (Cash Management and Investments)

e Purchase investments on a delivery-versus-payment basis pursuant to competitive bidding.
(Cash Management and Investments)

e Purchase only those investments allowable under the Illinois Public Funds Investment Act.
(Cash Management and Investments)

o Place all investment securities with a third-party custodian for safekeeping. (Cash
Management and Investments)

e Conduct a formal competitive bidding process (hewspaper publication) for purchases in
excess of $25,000. (Purchasing)

e Obtain City Council approval of all purchases in excess of $25,000. (Purchasing)

2015 Accomplishments

Aurora is a great place to work, live, and raise a family. The City of Aurora is dedicated to constantly
improving the delivery of its services thereby enhancing the quality of life for its residents and the operating
environment for its businesses. Among the city’s more notable accomplishments in 2015 were:

o New Main Library. Completed construction of a state-of-the-art, 97,000 square-foot library

facility in the city’s downtown. The new facility offers the latest technology; books, movi