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The management of the County of Winnebago, Illinois presents this narrative overview and 
analysis to facilitate both short and long-term analysis of the financial activities of the 
County for the fiscal year ended September 30, 2009. This Management Discussion and 
Analysis (MD&A) is based on currently known facts, decisions, and conditions which existed 
as of the date of the independent auditor’s report. Additional information outside the scope 
of this analysis can be found in the Letter of Transmittal. You are invited to read this in 
conjunction with the County of Winnebago’s financial statements. 
 
Financial Highlights 
 
• The assets of the County exceeded its liabilities at September 30, 2009, by $264.5 

million. Of this amount, $1.2 million may be used to meet the County’s ongoing 
obligations to citizens and creditors. 
 

• The net assets of the governmental and business type activities decreased 5.7% and 
.9%, respectively. 

 
• The revenues of governmental activities decreased $5.5 million or 3.7% over the amount 

reported in 2008. Program revenues were up $2.3 million or 5.0%. During the same 
period governmental activities expenses increased $5.5 million or 3.6%. 

 
• As of September 30, 2009, the County’s governmental funds reported a combined 

ending fund balance of $88.5 million, a decrease of $12.9 million in comparison with the 
prior year. Approximately $50.0 million is unreserved and available for spending at the 
government’s discretion, subject to reporting fund-type limitations. 

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

$10.9 million or 19.8% of total General Fund expenditures. In comparison, the prior year 
unreserved fund balance was $14.6 million or 26.7% of total General Fund expenditures. 

 
Overview of the Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to the County’s basic 
financial statements. The County’s basic financial statements are comprised of three 
components: 1) government-wide financial statements, 2) fund financial statements, and 3) 
notes to the financial statements. This report also contains other supplementary information 
in addition to the basic financial statements themselves. 
 
Government-Wide Financial Statements. The government-wide financial statements report 
information about the activities of the County as a whole, and are designed to provide 
readers with a broad overview of the County’s finances, in a manner similar to a private-
sector business. 
 
The Statement of Net Assets presents information on all the County’s assets and liabilities, 
with the difference between the two reported as net assets. Over time, increases or 
decreases in net assets may serve as a useful indicator of whether the financial position of 
the County is improving or deteriorating. 
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The statement of activities presents information showing how the County’s net assets and 
liabilities changed during the most recent fiscal year. Both the statement of net assets and 
the statement of activities include all assets and liabilities using the accrual basis of 
accounting, which is similar to the accounting method used by most private-sector 
companies. Accrual of the current year’s revenues and expenses are taken into account 
regardless of when cash is received or paid. Thus, revenues and expenses are reported for 
some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes 
and earned but unused vacation leave). 
 
Both of the government-wide financial statements distinguish functions of the County that 
are principally supported by taxes and intergovernmental revenues (governmental activities) 
from functions that are intended to recover all or a significant portion of their costs through 
user fees and charges (business-type activities). The governmental activities of the County 
include general government, judicial, public safety, highways and streets, health and 
welfare, and culture and recreation. 
 
The government-wide financial statements can be found on pages 18-19 of this report. 
 
Fund Financial Statements. A fund is a grouping of related accounts used to maintain 
control over resources which have been segregated for specific activities or objectives. The 
County, like other state and local governments, uses fund accounting to ensure and 
demonstrate compliance with finance-related legal requirements. All of the funds of the 
County can be divided into three categories: governmental funds, proprietary funds, and 
fiduciary funds. 
 
Governmental Funds. Governmental funds are used to account for activities where the 
emphasis is placed on available financial resources, rather than upon net income 
determination. These funds are reported using an accounting method called modified 
accrual accounting, which measures cash and all other financial assets that can readily be 
converted to cash. Therefore, unlike government-wide financial statements, government 
fund financial statements focus on the acquisition and use of current spendable resources, 
as well as on balances of spendable resources available at the end of the fiscal year. Such 
information may be useful in evaluating a government’s near-term requirements. 
 
Because the focus of governmental funds is narrower than that of the government-wide 
financial statements, it is useful to compare the information presented for governmental 
funds with similar information presented for governmental activities in the government-wide 
financial statements. By doing so readers may better understand the long-term impact of the 
government’s near-term financial decisions. A reconciliation is provided to facilitate this 
comparison between governmental funds and government-wide financial statements. 
 
The County maintains eighty-eight governmental funds. Information is presented separately 
in the Governmental Fund Balance Sheet and in the Governmental Fund Statements of 
Revenues, Expenditures, and Changes in Fund Balances for the General Fund and the 
Public Safety Sales Tax Fund all of which are considered to be major funds. Data from the 
other governmental funds are combined into a single, aggregated presentation. Individual 
fund data for each of these non-major governmental funds is provided in the form of 
combining statements elsewhere in this report. 
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The County has adopted an annual appropriated budget for all of its governmental funds 
except the Drug Enforcement Fund, Working Cash Fund, Public Defender Grants Fund, 
Court and Case Management Debt Service Fund, 2002A Forest Preserve Land Acquisition 
Bond Fund, 2005A 1% Public Safety Sales Tax Project Fund, 2006A Justice Center Project 
Fund, 2006D Capital Improvements Project Fund, 2001 Forest Preserve Land Acquisition 
Project Fund and the 2002A Forest Preserve Land Acquisition Project Fund. A budgetary 
comparison statement has been provided for the general fund and each major special 
revenue fund to demonstrate compliance with the budget. 
 
The basic governmental fund financial statements and the reconciliation to government-
wide financial statements can be found on pages 20-23 of this report. 
 
Proprietary Funds. Proprietary funds are used to account for activities where the emphasis 
is placed on net income determination. The County maintains two different types of 
proprietary funds – enterprise funds and internal service funds. Enterprise funds are used to 
report the same functions presented as business-type activities in the governmental-wide 
financial statements. The County uses enterprise funds to account for its nursing home, 
animal services, and golf course operations. Internal service funds are an accounting device 
used to accumulate and allocate costs internally among the County’s various functions. The 
County uses internal service funds to account for its communications and information 
services, central stores, car pool, public safety building maintenance, health insurance and 
litigation settlement activities. Because internal service funds predominantly benefit 
governmental rather than business-type functions, their assets and liabilities have been 
included with governmental activities in the government-wide financial statements. 
 
The enterprise funds, all of which are considered to be major funds of the County, are 
reported separately as proprietary fund financial statements in the basic financial 
statements. Conversely, all internal service funds are combined into a single, aggregated 
presentation in the proprietary fund financial statements. 
 
The County also adopts an annual appropriated budget for all proprietary funds. To 
demonstrate compliance with the budget, budgetary comparison statements have been 
provided. 
 
The basic proprietary fund financial statements can be found on pages 24-27 of this report. 
 
Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of 
parties outside the government. Fiduciary funds are not reflected in the government-wide 
financial statements because the resources of those funds are not available to support the 
County’s own programs.  
 
The basic fiduciary fund financial statement can be found on page 28 of this report. 
 
Notes to the Basic Financial Statements. The notes provide additional information that is 
essential for a full understanding of the data provided in the government-wide and fund 
financial statements. They are an integral part of the financial statements and should be 
read in conjunction with them. 
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Required Supplementary Information. In addition to the basic financial statements and 
accompanying notes, this report also presents certain required supplementary information 
concerning budgetary comparisons for the general and special revenue funds. 
 

Government-Wide Financial Analysis 
 
As noted earlier, net assets may serve over time as a useful indicator of a government’s 
financial position. In the case of the County assets exceeded liabilities by $264.5 million at 
the close of the most recent fiscal year. Net assets decreased $15.0 million from $279.5 
million to $264.5 million or 5.3% from the prior year.  
 
Approximately 74.1% of the County’s net assets reflects its investment in capital assets 
(e.g., land and right-of-way, buildings, improvements, equipment, and infrastructure, net of 
accumulated depreciation), less any related debt used to acquire those assets. The County 
uses these capital assets to provide services to citizens. Consequently these assets are not 
available for future spending. Although the County’s investment in its capital assets is 
reported net of related debt, it should be noted that the resources needed to repay this debt 
must be provided from other sources since the capital assets themselves cannot be used to 
liquidate these liabilities. 
 

 

Restated Restated Restated
2009 2008 2009 2008 2009 2008

Current and other assets 156,354        162,729$   11,216$     11,016$     167,570$   173,745$    
Capital assets 340,759        338,447     7,248         7,582          348,007     346,029      

Total assets 497,113        501,176     18,464       18,598        515,577     519,774      

Current liabilities 65,575          66,454        2,094         2,269          67,669       68,723        
Noncurrent liabilities 182,832        171,135     596            416             183,428     171,551      

Total liabilities 248,407        237,589     2,690         2,685          251,097     240,274      

Net assets:
 Invested in capital assets,

net of related debt 184,196        182,232     7,248         7,532          191,444     189,764      
Restricted 71,817          72,571        -                 51               71,817       72,622        
Unrestricted (7,307)           8,784          8,526         8,330          1,219         17,114        

Total net assets 248,706$      263,587$   15,774$     15,913$     264,480$   279,500$    

Governmental Activities Business-type Activities Total

County of Winnebago Net Assets
(Expressed in Thousands of Dollars)

 
Net assets of the County’s governmental activities decreased by 5.6% ($248.7 million 
compared to $263.6 million, restated). Unrestricted net assets, the part of assets that can be 
used to finance day-to-day operations without constraints established by debt covenants, 
enabling legislation, or other legal requirements, decreased by 182% (-$7.3 million 
compared to $8.8 million). Restricted net assets, those restricted mainly for capital projects 
and special purposes such as; maintenance, construction of County roadway, and various 
grant related activities decreased by 1.0% or $.8 million. The invested in capital assets, net 
of related debt category increased by $1.9 million. 
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Net assets of business-type activities decreased by .9% in 2009. The County generally can 
only use these net assets to finance the continuing operations of River Bluff Nursing Home, 
Animal Services, and the Forest Preserve District golf courses. 
 
Governmental-type net assets decreased because of an increased demand for County 
services which in turn increased expenses; however, overall revenues were down by 
approximately $4,387,000. This was a result of a decrease in tax revenues and unrestricted 
investment earnings to decrease by approximately $7,200,000 and overall fines, fees and 
operating grants decreased approximately $810,000. In addition, the County recognized a 
litigation settlement of $12,500,000 which decreased governmental-type net assets. 
 
Business-type net assets decreased due to expenses increasing at a higher rate than 
revenues. 
 

Restated Restated Restated
2009 2008 2009 2008 2009 2008

Revenues
Program revenues:

Fines, fees, charges for services 29,592$      30,402$       16,638$      15,531$       46,230$     45,933$     
Operating grants and contributions 12,354        12,240         -                  -                   12,354       12,240        
Capital grants and contributions 6,431         2,309         -                -                  6,431         2,309        

General revenues:
Taxes 90,557        96,289         -                  -                   90,557       96,289        
Miscellaneous 4,161          4,785           105             62                 4,266         4,847          
Unrestricted investment earnings 1,456         2,912         24             60                1,480         2,972        
     Total revenues 144,551      148,937     16,767      15,653        161,318     164,590   

Expenses:
Government activities:

General government 16,304       18,833       -                -                  16,304       18,833      
Public safety 68,143       68,466       -                -                  68,143       68,466      
Highway and streets 19,851        17,878         -                  -                   19,851       17,878        
Health and welfare 21,706        18,983         -                  -                   21,706       18,983        
Judicial 17,889       15,313       -                -                  17,889       15,313      
Culture and recreation 5,427         4,841         -                -                  5,427         4,841        
Interest on long-term debt 7,078          7,467           -                  -                   7,078         7,467          
Nursing home -                  -                  15,762        15,074          15,762       15,074        
Animal services -                 -                2,250        2,064          2,250         2,064        
Golf course -                 -                1,928        2,129          1,928         2,129        
     Total expenses 156,398      151,781     19,940      19,267        176,338     171,048   

Decrease in net assets before transfers (11,847)       (2,844)          (3,173)         (3,614)          (15,020)      (6,458)        
Transfers (3,034)        (3,060)        3,034        3,060          -                -               
Net assets, October 1 263,587      269,491     15,913      16,467        279,500     285,958   
Net assets, September 30 248,706$    263,587$     15,774$      15,913$       264,480$   279,500$   

County of Winnebago Change in Net Assets
(Expressed in Thousands of Dollars)

Governmental Activities Business-type Activities Total
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• Governmental activities. Governmental-type activities decreased the County’s total net 
assets by $14.8 million, thereby accounting for 99% of the decrease in total government-
wide net assets.  

 
This next chart compares program revenue and expenses for the individual governmental 
activities for the current year. As the chart reflects, all governmental activities except 
highway and streets relied on general revenues to support the function. 
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The next chart shows the percent of the total for each source of revenue supporting 
governmental activities. 
 

Fines, Fees, and 
Charges for services

20.5%

Operating grants 
and contributions

8.5%

Capital grants
4.4%

Taxes
62.6%

Interest
1.0%

Miscellaneous
2.9%

Governmental Activities Revenue by Source
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Business-type activities. Business-type activities decreased the County’s net assets by $3.2 
million before transfers. The following chart compares program revenue to expenses by 
individual business-type activity for the current year. Animal services generated sufficient 
revenues to cover current expenses; however, the nursing home relied on an operating 
transfer of $3.1 million to cover current expenses. The golf courses generated a decrease in 
net assets of .2 million. 
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Capital Assets. The County’s investment in capital assets for its governmental and 
business-type activities as of September 30, 2009 amounted to $348.0 million (net of 
accumulated depreciation). This investment in capital assets includes land, right-of-way 
(included with land), buildings and improvements, improvements other than buildings, 
equipment, and infrastructure (roadway and bridges). The total increase in the County’s 
capital assets for the current fiscal year was .6%. 
 

2009 2008 2009 2008 2009 2008

Land 37.9$       37.3$       3.7$         3.7$         41.6$       41.0$       
Buildings 215.2$     211.6       11.3         11.2         226.5       222.8       
Improvements 6.4           6.3            -             -             6.4           6.3            
Equipment 28.7         30.1         4.7           4.7            33.4         34.8         
Infrastructure 149.4       141.5       -             -             149.4       141.5       
Construction-in-progress 11.0         9.8            -             -             11.0         9.8            
      Subtotal 448.6       436.6       19.7         19.6         468.3       456.2       
Accumulated Depreciation (107.8)      (98.2)        (12.5)        (12.0)        (120.3)      (110.2)      

      Totals 340.8$     338.4$    7.2$        7.6$        348.0$     346.0$    

Capital Assets at Year-end
(Net of Depreciation, in millions)

Totals
Governmental

Activities
Business-type

 Activities

 
Major capital asset events during the current fiscal year included the following: 
• Several road projects 
• Court room remodel 
 
Additional information on the County’s capital assets can be found in the notes to the basic 
financial statements pages 46-47, Note 4D. 
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Bonded Debt. At the end of the current fiscal year, The County had $164.6 million in bonds 
outstanding versus $170.1 million last year, a decrease of 3.2%, as shown in the table 
below.  
 
Outstanding Debt, at Year-end
(In Thousands)

2009 2008 2009 2008 2009 2008
General obligation bonds 15,927$       19,474$          -$               -$               15,927$        19,474$      
Alternate revenue bonds 145,289       147,201          -                 50              145,289        147,251      
Deferred amounts 3,411            3,507               -                 -                 3,411            3,507          
Totals 164,627$     170,182$        -$               50$            164,627$      170,232$    

Totals
Governmental Business-type

Activities  Activities

 
 
During fiscal 2009 the County issued 2009 Alternate Revenue debt for court and case 
management software. 
 
The County’s general obligation bond rating from Moody’s is A-1. Other obligations include 
capital leases, compensated absences and claims and judgments. More detailed 
information is presented in the notes to the basic financial statements. 
 
Additional information on the County’s bonded debt can be found in the notes to the basic 
financial statements pages 51-55, Note 4F. 
 
Financial Analysis of the County’s Funds. As noted earlier, the County uses fund accounting 
to ensure and demonstrate compliance with finance-related legal requirements. 
 
Governmental Funds. The focus of the County’s governmental funds is to provide 
information on near-term inflows, outflows, and balances of spendable resources. Such 
information is useful in assessing the County’s financing requirements. In particular the 
unreserved fund balance may serve as a useful measure of a government’s net resources 
available for spending at the end of the fiscal year. 
 
The General Fund reported an ending fund balance of $10.9 million, a decrease of $3.7 
million in comparison with the prior year. Total revenues decreased $4.3 million. Total 
expenditures increased $.3 million. Expenditures for Public Safety and Judicial functions 
accounted for nearly 100% of this increase. 
 
The Public Safety Sales Tax Fund reported an ending fund balance of $15.2 million, a 
decrease of $1.4 million in comparison with the prior year. Total revenues decreased $3.5 
million. Total expenditures decreased $5.7 million as a result of the Criminal Justice Center 
being completed in 2008. 
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As of the end of the current fiscal year the County’s governmental funds as a whole reported 
combined ending fund balances of $88.5 million, a decrease of $12.9 million in comparison 
with the prior year. Approximately 56.4% of this total amount ($50.0 million) constitutes 
unreserved fund balance, which is available for spending at the government’s discretion, 
subject to reporting fund-type limitations. The remainder of fund balance is reserved to 
indicate that it is not available for new spending because it has already been committed to 
pay debt service ($14.4 million), public safety ($15.2 million), capital projects ($8.4 million) 
or has to be reserved for other purposes ($.5 million). 
 
Information below compares revenues and expenditures for all governmental fund types for 
the years ending September 30, 2009 and 2008. 
 
($000 omitted) Restated
Revenue by Source: 2009 2008 % change
Taxes 73,956$      77,098$       -4.1%
Intergovernmental 40,057        36,209         10.6%
Charges for services 22,239        22,972         -3.2%
Fines and forfeitures 1,339          1,278           4.8%
Licenses and permits 1,244          1,547           -19.6%
Investment income 1,456          2,912           -50.0%
Miscellaneous 4,251          4,785           -11.2%

144,542$   146,801$    -1.5%  
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($000 omitted)
Expenditures by Function: 2009 2008 % change
General government 18,459$        17,055$        8.2%
Public safety 58,227          62,720          -7.2%
Highway and streets 9,750            9,970            -2.2%
Health and welfare 18,132          18,516          -2.1%
Judicial 14,956          14,725          1.6%
Culture and recreation 4,443            4,348            2.2%
Debt service:   
    Principal 7,920            7,800            1.5%
    Interest 7,037            7,381            -4.7%
Capital expenditures 19,005          18,298          3.9%

157,929$      160,813$      -1.8%  
 

General government
11.7%

Public safety
36.9%

Highway and streets
6.2%

Health and welfare
11.5%

Judicial
9.5%

Culture and recreation
2.8%

Principal
5.0%

Interest
4.5%

Capital expenditures
12.0%

2009 Expenditures by Function
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Proprietary Funds. The County’s proprietary funds provide the same type of information 
found in the government-wide financial statements, but in more detail. Total business-type 
net assets decreased $.3 million in the current fiscal year. The following table shows the 
changes to net assets and return on net assets for the enterprise funds. 
 
Business-type
(in thousands)

River Bluff Animal Golf 
Nursing Services Course

Home Fund Fund Fund

Total assets 13,003$      1,853$      3,608$      
Net assets 10,546        1,731        3,496        
Changes in net assets (271)            307           (175)          

Return on ending net assets -2.6% 17.7% -5.0%  
 
General Fund Budgetary Highlights. The County made numerous revisions to the original 
appropriations approved by the County Board. Overall these changes resulted in an 
increase from the original budget of 3.5% or $1,879,779. The major increases were 
$534,827 to general government and $1,879,779 to public safety. The County spent 97.6% 
of the final amount appropriated in the General Fund during 2009.  
 
The revenue budget compared to actual was a negative variance of $2.7 million. The 
decrease was primarily caused by variances in certain sales taxes, state income tax 
allotments, charges for services and licenses and permits. The net change to the fund 
balance was a negative $.9 million. 
 
Economic Factors and Next Year’s Budgets and Rates. The County’s 2010 Budget for the 
General Fund was developed based on a decrease in Revenues from the revised 2009 
Projections for economy related sources. These Revenues include the Replacement Tax, 
Sales Taxes, Recorder Fees, and State Income Taxes. The following are major 
assumptions used in developing the Budget for 2010 Fiscal Year: 
 
• Assessed Valuation, which impacts Property Tax Revenues, will increase by 1.64% 
• Interest rates on investments will be 1% 
• Quarter Cent Sales Tax Revenues will decrease by 1% over the revised 2009 amount 
• State Income Tax Revenues will decrease by 1% 
• Health insurance costs will increase by 1.6% 
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Requests for Information. This financial report is designed to provide our citizens, taxpayers, 
customers, investors and creditors with a general overview of the County’s finances. If you 
have questions about this report contact Dave Lorenzen with the County Finance office by 
calling (815) 319-4055, or by writing the Winnebago County Finance Office at 404 Elm 
Street, Room 520, Rockford, Illinois 61101. 
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