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MATURITY SCHEDULE, INTEREST RATES AND YIELDS
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(February 1) Amount Rate (%) Yield (%)
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2022 10,730,000 5.000 4.480
2023 11,270,000 5.000 4.510
2024 11,830,000 5.000 4.530
2025 12,425,000 5.000 4.550
2026 13,045,000 5.000 4.570

2027 13,695,000 5.125 4.540



For purposes of compliance with Rule 15¢2-12 of the Securities and Exchange Commission,
this document, as the same may be supplemented or amended by the McHenry County Conservation
District, McHenry County, Illinois (the “District”), from time to time (collectively, the “Official
Statement”), may be treated as an Official Statement with respect to the Bonds described herein that is
deemed final by the District as of the date hereof (or of any such supplement or amendment).

No dealer, broker, salesman or other person has been authorized to give any information or to
make any representations other than those contained in this Official Statement, and, if given or made,
such other information or representations must not be relied upon as statements of the District or the
Underwriters. This Official Statement does not constitute an offer to sell or the solicitation of an offer
to buy, nor shall there be any sale of the Bonds by any person, in any jurisdiction in which it is
unlawful to make such offer, solicitation or sale. Unless otherwise indicated, the District is the source
of all tables and statistical and financial information contained in this Official Statement. The
information set forth herein relating to governmental bodies other than the District has been obtained
from such governmental bodies or from other sources believed to be reliable. The information and
opinions expressed herein are subject to change without notice, and neither the delivery of this Official
Statement nor any sale made hereunder shall, under any circumstances, create any implication that
there has been no change in the affairs of the District since the date of this Official Statement.

The Underwriters have provided the following sentence for inclusion in this Official Statement.
The Underwriters have reviewed the information in this Official Statement in accordance with, and as
part of, their respective responsibilities to investors under the federal securities laws as applied to the
facts and circumstances of this transaction, but the Underwriters do not guarantee the accuracy or
completeness of such information.

This Official Statement should be considered in its entirety and no one factor considered less
important than any other by reason of its position in this Official Statement. Where statutes,
ordinances, resolutions, reports or other documents are referred to herein, reference should be made
to such statutes, resolutions, reports or other documents for more complete information regarding the
rights and obligations of parties thereto, facts and opinions contained therein and the subject matter
thereof.

Upon issuance, the Bonds will not be registered under the Securities Act of 1933, as amended,
and will not be listed on any stock or other securities exchange and neither the Securities and
Exchange Commission nor any other Federal, State, Municipal or other governmental entity, other
than the District, shall have passed upon the accuracy or adequacy of this Official Statement.

Other than with respect to information concerning Financial Security Assurance Inc.
("Financial Security") contained under the caption "Bond Insurance" and Exhibit C “Specimen of
Municipal Bond Insurance Policy'" herein, none of the information in this Official Statement has been
supplied or verified by Financial Security and Financial Security makes no representation or
warranty, express or implied, as to (i) the accuracy or completeness of such information; (ii) the
validity of the Bonds; or (iii) the tax exempt status of the interest on the Bonds.
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$73,000,000
McHenry County Conservation District
McHenry County, Illinois
GENERAL OBLIGATION BONDS, SERIES 2007

INTRODUCTION

The purpose of this Official Statement is to set forth certain information concerning the
McHenry County Conservation District, McHenry County, Illinois (the “District”), in connection with
the offering and sale of its General Obligation Bonds, Series 2007 (the “Bonds™). This Official
Statement includes the cover page, the reverse thereof and the Appendices. Certain factors that may
affect an investment decision concerning the Bonds are described throughout this Official Statement.
Persons considering a purchase of the Bonds should read this Official Statement in its entirety.

THE BONDS
General Description

The Bonds will be issued in fully registered form, without coupons, in denominations of $5,000
each or authorized integral multiples thereof under a book-entry only system operated by The
Depository Trust Company, New York, New York (“DTC”). Principal of and interest on the Bonds will
be payable as described under the caption “BOOK-ENTRY SYSTEM” by The Bank of New York Trust
Company, N.A. , Chicago, Illinois, as paying agent and bond registrar (the “Bond Registrar”).

The Bonds will be dated as of the date of delivery and will mature as shown on the inside cover
page of this Official Statement. Interest will be payable on each February 1 and August 1, beginning
February 1, 2008.

The Bonds will bear interest from their dated date, or from the most recent interest payment date
to which interest has been paid or provided for, computed on the basis of a 360-day year consisting of
twelve 30-day months. The principal of the Bonds will be payable in lawful money of the United States
of America upon presentation and surrender thereof at the principal corporate trust office of the Bond
Registrar in Chicago, Illinois. Interest on each Bond will be paid by check or draft of the Bond
Registrar payable upon presentation in lawful money of the United States of America to the person in
whose name such Bond is registered at the close of business on the 15th day of the month next
preceding the interest payment date.

The Bonds are subject to redemption prior to maturity as discussed under “Optional
Redemption” herein.

Registration and Exchange

The Bonds may be transferred, registered and assigned only on the registration books (the “Bond
Register”) of the Bond Registrar, and such registration shall be at the expense of the District; provided,
however, that the District may require payment of a sum sufficient to cover any tax or other
governmental charge that may be imposed in connection with any transfer or exchange of Bonds except
in the case of the issuance of a Bond or Bonds for the unredeemed portion of a Bond surrendered for
redemption.



Upon surrender for transfer of any Bond at the principal corporate trust office maintained for the
purpose by the Bond Registrar, duly endorsed by, or accompanied by a written instrument or
instruments of transfer in form satisfactory to the Bond Registrar and duly executed by, the registered
owner or his attorney duly authorized in writing, the District shall execute and the Bond Registrar shall
authenticate, date and deliver in the name of the transferee or transferees a new fully registered Bond or
Bonds of the same maturity of authorized denominations for a like aggregate principal amount. Any
fully registered Bond or Bonds may be exchanged at said office of the Bond Registrar for a like
aggregate principal amount of Bond or Bonds of the same maturity of other authorized denominations.
The execution by the District of any fully registered Bond shall constitute full and due authorization of
such Bond and the Bond Registrar shall thereby be authorized to authenticate, date and deliver such
Bond, provided, however, the principal amount of outstanding Bonds of each maturity authenticated by
the Bond Registrar shall not exceed the authorized principal amount of Bonds for such maturity less
previous retirements.

The Bond Registrar shall not be required to transfer or exchange any Bond during the period
beginning at the close of business on the 15th day of the month next preceding any interest payment date
on such Bond and ending at the opening of business on such interest payment date, nor to transfer or
exchange any Bond after notice calling such Bond for redemption has been mailed, nor during a period
of fifteen (15) days next preceding mailing of a notice of redemption of any Bonds.

Authority and Purpose

The Bonds are issued under the authority of the Conservation District Act and the Local
Government Debt Reform Act of the State of Illinois, and all laws amendatory thereof and
supplementary thereto, and an ordinance adopted by the Board of Trustees of the District on
June 21, 2007 (the “Bond Ordinance”). Proceeds of the Bonds will be used to (i) acquire and improve
open land in order to protect open space and natural areas; protect watersheds to improve the water
quality of rivers, lakes and streams and control flooding; preserve and restore wildlife habitat, including
sensitive at-risk ecological systems such as wetlands; and provide for recreational activities, such as
hiking, fishing, walking and experiencing nature (the “Project”) (see “THE PROJECT” herein), (ii) pay
capitalized interest through February 1, 2008 and (iii) pay certain costs associated with the issuance of
the Bonds. The issuance of the Bonds to pay for the Project represents the total amount approved by the
voters of the District at the consolidated election held on April 17, 2007. At such election 17,541 votes
were cast in favor of the issuance of the Bonds and 13,390 votes were cast in opposition.

Security and Payment

The obligation to make payments of principal of and interest on the Bonds is a direct general
obligation of the District payable from the ad valorem taxes levied against all of the taxable property in
the District without limitation as to rate or amount. The Bond Ordinance will be filed with the County
Clerk of McHenry County, Illinois, and will serve as authorization to said County Clerk to extend and
collect the property taxes set forth in the Bond Ordinance for the Bonds.

The form of the opinion of Bond Counsel is set forth in Appendix A.



Optional Redemption

The Bonds due on or after February 1, 2022, are subject to redemption prior to maturity, at the
option of the District, in whole or in part in such principal amounts and from such maturities as
determined by the District, in integral multiples of $5,000, selected by lot by the Bond Registrar, on
February 1, 2017 and on any date thereafter, at a redemption price of par plus accrued interest to the
redemption date.

Redemption Procedures

Unless waived by any holder of Bonds to be redeemed, notice of the call for any redemption
shall be given by the Bond Registrar on behalf of the District by mailing the redemption notices by first-
class mail at least (30) days and not more than sixty (60) days prior to the date fixed for redemption to
the registered owner of the Bonds to be redeemed at the address shown on the Bond Register or at such
other address as is furnished in writing by such registered owner to the Bond Registrar.

All notices of redemption shall state (1) the redemption date, (2) the redemption price, (3) if less
than all the outstanding Bonds of a particular maturity are to be redeemed, the identification (and, in the
case of partial redemption of Bonds within such maturity, the respective principal amounts) of the
Bonds to be redeemed, (4) that on the redemption date the redemption price will become due and
payable upon each such Bond or portion thereof called for redemption, and interest thereon shall cease
to accrue from and after said date, and (5) the place where such Bonds are to be surrendered for payment
of the redemption price, which place of payment shall be the principal corporate trust office maintained
for the purpose by the Bond Registrar, and (6) such other information then required by custom, practice
or industry standard.

Moneys sufficient to pay the redemption price of the Bonds to be redeemed shall be deposited by
the District with the Bond Registrar prior to any redemption date. Official notice of redemption having
been given as aforesaid, the Bonds or portions of Bonds so to be redeemed shall, on the redemption date,
become due and payable at the redemption price therein specified, and from and after such date (unless
the District shall default in payment of redemption price), such Bonds or portion of Bonds shall cease to
bear or accrue interest. Neither the failure to mail such redemption notices, nor any defect in any notice
so mailed, to any particular owner of a Bond, shall affect the sufficiency of such notice with respect to
other registered owners. Notice having been properly given, failure of a registered owner of a Bond to
receive such notice shall not be deemed to invalidate, limit or delay the effect of the notice or
redemption action described in the notice.

THE PROJECT

Components of the Project are as follows:
Open Space and Watershed Protection
The District plans to purchase approximately 4,500 acres of open space throughout McHenry

County protecting remaining high quality natural areas, significant wetlands, and endangered and
threatened species habitats and linking existing sites.



Wildlife Habitat Preservation

The District will use proceeds of the Bonds to preserve and restore essential habitat for native
plants and animals. Currently the District manages nearly 6,500 acres of rare, high-quality wetlands,
savannas and prairies. Conservation sites are home to hundreds of species of native plants and animals
as well as federal and state threatened species such as the federally endangered prairie bush clover, state
endangered short-eared owl and migrating whooping cranes.

Recreational Improvements

Trails and additional site openings will be implemented with proceeds of the Bonds. The
District has several projects in various stages of planning that will enhance recreational opportunities
close to home. Hiking and biking trails are popular recreational outlets that also serve to reduce road
congestion by promoting safe routes to schools, work and parks. Site improvements will augment
public access to many District sites which possess untapped passive recreational opportunities.

SOURCES AND USES

The sources and uses of funds with respect to the Bonds are estimated as follows:

Estimated Sources of Funds

Par Amount of the BondS.........ccoveeveveeeeieeeeeeeeeeeeeeeeeenn $73,000,000.00
Net Original Issue Premium............cccceeeviieeiiieeniieeieens 2.754.,405.80
TOtal SOUICES ..vvveieeeiieeeeeieee e $75,754,405.80

Estimated Uses of Funds

Deposit to the Project Fund..........coooovvveviieiiiiiiiieie, $73,058,000.00
Deposit to the Capitalized Interest Fund........................... 2,027,074.11
Costs of ISSuance™ .........cccoevveeeiiieciieeceecee e 669.331.69

TOtal USES....eeueeviienieiieeiieieiieiesieeeie et $75,754,405.80

*Includes Underwriters’ discount, Bond Counsel fee, insurance premium, Bond Registrar’s fee and other costs of issuance.

BOND INSURANCE

The following information has been furnished by Financial Security Assurance Inc., New York,
New York (the “District” or “Financial Security”) for use in this Official Statement. No representation
is made by the District or the Underwriters as to accuracy, completeness or adequacy of such
information or as to the absence of material adverse changes in such information or in the condition of
Financial Security subsequent to the date hereof. Reference is made to Appendix C for a Specimen
Municipal Bond Insurance Policy.

Bond Insurance Policy

Concurrently with the issuance of the Bonds, Financial Security will issue its Municipal Bond
Insurance Policy for the Bonds (the “Policy”). The Policy guarantees the scheduled payment of



principal of and interest on the Bonds when due as set forth in the form of the Policy included as
Appendix C to this Official Statement.

The Policy is not covered by any insurance security or guaranty fund established under New
York, California, Connecticut or Florida insurance law.

Financial Security Assurance Inc.

Financial Security is a New York domiciled financial guaranty insurance company and a wholly
owned subsidiary of Financial Security Assurance Holdings Ltd. (“Holdings”). Holdings is an indirect
subsidiary of Dexia, S.A., a publicly held Belgian corporation, and of Dexia Credit Local, a direct
wholly-owned subsidiary of Dexia, S.A. Dexia, S.A., through its bank subsidiaries, is primarily
engaged in the business of public finance, banking and asset management in France, Belgium and other
European countries. No shareholder of Holdings or Financial Security is liable for the obligations of
Financial Security.

At March 31, 2007, Financial Security's combined policyholders' surplus and contingency
reserves were approximately $2,601,527,000 and its total net unearned premium reserve was
approximately $2,089,989,000 in accordance with statutory accounting principles. At March 31, 2007,
Financial Security's consolidated sharcholder’s equity was approximately $2,753,483,000 and its total
net unearned premium reserve was approximately $1,649,524,000 in accordance with generally
accepted accounting principles.

The consolidated financial statements of Financial Security included in, or as exhibits to, the
annual and quarterly reports filed after December 31, 2005 by Holdings with the Securities and
Exchange Commission are hereby incorporated by reference into this Official Statement. All financial
statements of Financial Security included in, or as exhibits to, documents filed by Holdings pursuant to
Section 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 after the date of this Official
Statement and before the termination of the offering of the Bonds shall be deemed incorporated by
reference into this Official Statement. Copies of materials incorporated by reference will be provided
upon request to Financial Security Assurance Inc.: 31 West 52nd Street, New York, New York 10019,
Attention: Communications Department (telephone (212) 826-0100).

The Policy does not protect investors against changes in market value of the Bonds, which
market value may be impaired as a result of changes in prevailing interest rates, changes in applicable
ratings or other causes. Financial Security makes no representation regarding the Bonds or the
advisability of investing in the Bonds. Financial Security makes no representation regarding the Official
Statement, nor has it participated in the preparation thereof, except that Financial Security has provided
to the District the information presented under this caption for inclusion in the Official Statement.

BOOK-ENTRY SYSTEM

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-registered
bonds registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may be
requested by an authorized representative of DTC. One fully registered Bond certificate will be issued
for each maturity of the Bonds, in the aggregate principal amount of such maturity, and will be
deposited with DTC.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized
under the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of
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the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions
of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for
over 2.2 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and
money market instruments from over 100 countries that DTC’s participants (“Direct Participants’)
deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and
other bond transactions in deposited bonds, through electronic computerized book-entry transfers and
pledges between Direct Participants’ accounts. This eliminates the need for physical movement of bond
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks,
trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC, in turn, is owned by a
number of Direct Participants of DTC and members of the National Securities Clearing Corporation,
Fixed Income Clearing Corporation and Emerging Markets Clearing Corporation (NSCC, FICC and
EMCC, also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the American
Stock Exchange LLC, and the National Association of Securities Dealers, Inc. Access to the DTC
system is also available to others such as both U.S. and non-U.S. bonds brokers and dealers, banks, trust
companies, and clearing corporations that clear through or maintain a custodial relationship with a
Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has Standard & Poor’s
highest rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities and
Exchange Commission. More information about DTC can be found at www.dtcc.com.

Purchases of Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Bonds on DTC’s records. The ownership interest of each actual
purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase. Beneficial Owners are, however, expected to receive written confirmations providing details
of the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on
behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their
ownership interests in Bonds, except in the event that use of the book-entry system for the Bonds is
discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC. The deposit of Bonds with DTC and their
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s
records reflect only the identity of the Direct Participants to whose accounts such Bonds are credited,
which may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain
responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of Bonds may wish to take
certain steps to augment transmission to them of notices of significant events with respect to the Bonds,
such as redemptions, tenders, defaults, and proposed amendments to the Bond documents. For example,
Beneficial Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their benefit
has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners
may wish to provide their names and addresses to the Bond Registrar and request that copies of notices
be provided directly to them.
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Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in
such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the District as soon as possible after the record date. The
Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose
accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus
Proxy).

Redemption proceeds, distributions, and dividend payments on the Bonds will be made to Cede
& Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s
practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding
detailed information from the District or the Bond Registrar, on payable date in accordance with their
respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be
governed by standing instructions and customary practices, as is the case with bonds held for the
accounts of customers in bearer form or registered in “street name,” and will be the responsibility of
such Participant and not of DTC, the Bond Registrar, or the District, subject to any statutory or
regulatory requirements as may be in effect from time to time. Payment of redemption proceeds,
distributions, and dividend payments to Cede & Co. (or such other nominee as may be requested by an
authorized representative of DTC) is the responsibility of the District or the Bond Registrar,
disbursement of such payments to Direct Participants will be the responsibility of DTC, and
disbursement of such payments to Beneficial Owners will be the responsibility of Direct and Indirect
Participants.

DTC may discontinue providing its services as securities depository with respect to the Bonds at
any time by giving reasonable notice to the District or the Bond Registrar. Under such circumstances, in
the event that a successor securities depository is not obtained, Bond certificates are required to be
printed and delivered.

The District may decide to discontinue use of the system of book-entry transfers through DTC
(or a successor securities depository). In that event, Bond certificates will be printed and delivered.

The information in this section concerning DTC and DTC’s book-entry system has been
obtained from sources that the District believes to be reliable, but the District takes no responsibility for
the accuracy thereof.

The District will have no responsibility or obligation to any Securities Depository, any
Participants in the Book-Entry System or the Beneficial Owners with respect to (i) the accuracy of any
records maintained by the Securities Depository or any Participant; (ii) the payment by the Securities
Depository or by any Participant of any amount due to any Beneficial Owner in respect of the principal
amount or redemption price of, or interest on, any Bonds; (iii) the delivery of any notice by the
Securities Depository or any Participant; (iv) the selection of the Beneficial Owners to receive payment
in the event of any partial redemption of the Bonds; or (v) any other action taken by the Securities
Depository or any Participant.



REAL PROPERTY ASSESSMENT. TAX LEVY AND COLLECTION PROCEDURES

Tax Levy and Collection Procedure

Local Assessment Officers determine the assessed valuation of taxable real property and railroad
property not held or used for railroad operations. The Illinois Department of Revenue (the
“Department”) assesses certain other types of taxable property, including railroad property held or used
for railroad operations. Local Assessment Officers’ valuation determinations are subject to review at
the county level and then, in general, to equalization by the Department. Such equalization is achieved
by applying to each county’s assessments a multiplier determined by the Department. The purpose of
equalization is to provide a common basis of assessments among counties by adjusting assessments
toward the statutory standard of 33-1/3% of fair cash value. Farmland is assessed according to a
statutory formula which takes into account factors such as productivity and crop mix. Taxes are
extended against the assessed values after equalization.

Property tax levies of each taxing body are filed in the office of the county clerk of each county
in which territory of that taxing body is located. The county clerk computes the rates and amount of
taxes applicable to taxable property subject to the tax levies of each taxing body and determines the
dollar amount of taxes attributable to each respective parcel of taxable property. The county clerk then
supplies to the appropriate collecting officials within the county the information needed to bill the taxes
attributable to the various parcels therein. After the taxes have been collected, the collecting officials
distribute to the various taxing bodies their respective shares of the taxes collected. Taxes levied in one
calendar year are due and payable in two installments during the next calendar year. Taxes that are not
paid when due, or that are not paid by mail and postmarked on or before the due date, are subject to a
penalty of 1-1/2% per month until paid. Unpaid property taxes, together with penalties, interest and
costs constitute a lien against the property subject to the tax.

Exemptions

An annual General Homestead Exemption provides that the Equalized Assessed Valuation
(“EAV”) of certain property owned and used for residential purposes (“Residential Property””) may be
reduced by the amount of any increase over the 1977 EAV, up to a maximum reduction of $3,500 for
taxable years prior to tax year 2004 in counties with less than 3,000,000 inhabitants, and a maximum
reduction of $5,000 for taxable year 2004 and thereafter (the “General Homestead Exemption™).

The Homestead Improvement Exemption applies to Residential Properties that have been
improved or rebuilt in the 2 years following a catastrophic event. The exemption is limited to $45,000
through December 31, 2003, and $75,000 per year beginning January 1, 2004 and thereafter, to the
extent the assessed value is attributable solely to such improvements or rebuilding.

Additional exemptions exist for senior citizens. The Senior Citizens Homestead Exemption
operates annually to reduce the EAV on a senior citizen’s home for taxable years prior to 2004 by
$2,000 in counties with less than 3,000,000 inhabitants. For taxable years 2004 through 2005, the
maximum reduction is $3,000 in all counties. For taxable years 2006 and thereafter, the maximum
reduction is $3,500 in all counties. Furthermore, beginning with assessment year 2003, for taxes
payable in 2004, property that is first occupied as a residence after January 1 of any assessment year by
a person who is eligible for the Senior Citizens Homestead Exemption must be granted a pro-rata



exemption for the assessment year based on the number of days during the assessment year that the
property is occupied as a residence by a person eligible for the exemption.

A Senior Citizens Assessment Freeze Homestead Exemption freezes property tax assessments
for homeowners who are 65 and older and have annual incomes of $35,000 or less prior to taxable year
1999, $40,000 or less in taxable years 1999 through 2003, $45,000 or less in taxable years 2004 and
2005, and $50,000 or less in taxable year 2006 and thereafter. In general, the Exemption limits the
annual real property tax bill of such property by granting to qualifying senior citizens an exemption as to
a portion of the valuation of their property. Through taxable year 2005, the exempt amount is the
difference between (i) the current EAV of their residence and (ii) the base amount, which is the EAV of
a senior citizen’s residence for the year prior to the year in which he or she first qualifies and applies for
the Exemption (plus the EAV of improvements since such year). For taxable year 2006 and thereafter,
the amount of the exemption phases out as the amount of household income increases. The amount of
the exemption is calculated by using the same formula as above, and then multiplying that answer by a
ratio that varies according to household income.

Another exemption available to disabled veterans operates annually to exempt up to $70,000 of
the Assessed Valuation of property owned and used exclusively by such veterans or their spouses for
residential purposes. Lastly, certain property is exempt from taxation on the basis of ownership and/or
use, such as public parks, not-for-profit schools and public schools, churches, and not-for-profit
hospitals and public hospitals.

PROPERTY TAX EXTENSION LIMITATION LAW

The Property Tax Extension Limitation Law, as amended (the “Limitation Law”), limits the
annual growth in the amount of property taxes to be extended for certain Illinois non-home-rule units,
including the District. In general, the annual growth permitted under the Limitation Law is the lesser of
5% or the percentage increase in the Consumer Price Index during the calendar year preceding the levy
year. Taxes can also be increased due to new construction, referendum approval of tax rate increases,
mergers and consolidations.

The effect of the Limitation Law is to limit the amount of property taxes that can be extended for
a taxing body. In addition, general obligation bonds, notes and installment contracts payable from ad
valorem taxes unlimited as to rate and amount cannot be issued by the affected taxing bodies unless they
are approved by referendum (such as the Bonds), are alternate bonds or are for certain refunding
purposes.

The District has the authority to levy taxes for many different purposes. See “CERTAIN
FINANCIAL INFORMATION REGARDING McHENRY COUNTY CONSERVATION DISTRICT —
Tax Rates” herein. The ceiling at any particular time on the rate at which these taxes may be extended
for the District is either (i) unlimited (as provided by statute), (ii) initially set by statute but permitted to
be increased by referendum, (iii) capped by statute, or (iv) limited to the rate approved by referendum.
Public Act 94-0976, effective June 30, 2006, provides that the only ceiling on a particular tax rate is the
ceiling set by statute above which the rate is not permitted to be further increased by referendum or
otherwise. Therefore, taxing districts (such as the District) will have increased flexibility to levy taxes
for the purposes for which they most need the money. The total aggregate tax rate for the various
purposes subject to the Limitation Law, however, will not be allowed to exceed the District’s limiting
rate computed in accordance with the provisions of the Limitation Law.

Local governments, including the District, can issue limited tax bonds in lieu of general
obligation bonds that have otherwise been authorized by applicable law.
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TRUTH IN TAXATION LAW

Legislation known as the Truth in Taxation Law (the “Law”) limits the aggregate amount of
certain taxes which can be levied by, and extended for, a taxing district to 105% of the amount of taxes
extended in the preceding year unless specified notice, hearing and certification requirements are met by
the taxing body. The express purpose of the Law is to require published disclosure of, and hearing
upon, an intention to adopt a levy in excess of the specified levels.

The provisions of the Law do not apply to levies made to pay principal of and interest on the
Bonds. The District covenanted in the Bond Ordinance that it will not take any action which would
adversely affect the levy, extension, collection, and application of the taxes levied by the District for
payment of principal of and interest on the Bonds. The District also covenanted that it will comply with
all present and future laws concerning the levy, extension, and collection of such taxes levied by the
District.

THE DISTRICT

General Description

Established by county-wide referendum in 1971, the District is a separate legal entity, the
boundaries of which are coterminous with McHenry County (the “County”), encompassing an area of
610 square miles. The District is governed by a seven member Board of Trustees who are appointed by
the chairperson of the McHenry County Board, with the consent of the McHenry County Board, and
serve five-year staggered terms.

The District is dedicated to acquiring and maintaining land as open space for preservation,
education and recreation. In furtherance of these goals, the District owns or manages 20,557 acres,
including 16 Illinois Nature Preserves and 37 District owned or managed sites (18 of which are open to
the public). Sites range in size from the 3,172 acre Glacial Park to the 20 acre Barber Fen. In 2006,
approximately 1,143,001 persons visited District sites. The District maintains the 26 mile Prairie Trail
for bicycling and hiking which runs from Kane County to the Wisconsin state line and the five mile
Hebron Trail for bicycling and hiking. The District also owns another 15 miles of greenway corridor in
the southwest portion of the County, a portion of which will be developed as a trail. Other trails include
43 hiking/walking interpretive trails, horseback riding at four sites and ten miles of snowmobiling trails.
Most hiking trails are available for cross-country skiing. Numerous additional recreational and
environmental education activities are conducted by the District including camping (on seven sites),
picnicking, fishing, canoeing, ice skating, sledding and children’s programs and day camps.

Preservation Activities

One of the primary purposes of the District is to preserve open space. Remnant natural areas
prairies, wetlands and forests receive the highest priority in protecting the County’s natural heritage.
Each site is inventoried to ensure that development plans complement the protection of any native, rare
or endangered species.

In an effort to restore land to its healthy, native condition, District staff and volunteers cut brush
and remove non-native species. Seed is collected from areas where native prairie plants have grown
undisturbed by human activities. These seeds are then propagated in the District nursery for
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reintroduction onto District sites. Prescribed and controlled fires in the spring or fall help encourage new
growth in these native plants, thus ensuring their survival. District staff also assists in managing other
public and private open space properties throughout the County.

Education Activities

The educational purpose of the District is to promote the heritage of the County’s land helping to
ensure its protection and enrichment for the future. The District presents a myriad of public programs
and provides leadership training and field trip assistance to area schools. The Coral Woods Spring
Program shows how tree sap is collected and boiled to produce maple syrup. The Autumn Trail of
History attracts thousands of visitors to the re-enactment of a pre-settlement “rendezvous”. A quarterly
newsletter, Landscapes, is available free to the public upon request.

Many special workshops and programs are held at Glacial Park’s Wiedrich Barn and the
Prairieview Education Center. Other sites offer programs for adults and children of all ages, including
day camps, canoeing, moonlight night hikes, bird watching and wildflower walks. At the District’s
Wildlife Resource Center, the District conducts research and provides rehabilitation services for
endangered, threatened and watch-listed species.

Recreational Activities

Recreational opportunities are plentiful at District sites. Cross country ski programs are held
throughout the winter months. The Glacial Park Ski Patrol provides for the safety of skiers on weekends
during the ski season. Families are encouraged to picnic and camp at many of the District sites. Nearly
20 miles of winding creek offer up to six hours of floating time by canoe. Fishing is available on the
Nippersink Creek, the Fox River, the pond at Rush Creek, the Piscasaw River at Beck’s Woods or Lake
Atwood at The Hollows.

Management

The Board of Trustees establishes the goals and policies of the District, adopts the budget
(subject to the approval of the McHenry County Board) and hires the Executive Director under contract.
The Executive Director is responsible for the day-to-day operations of the District and hires all
employees with the approval of the Board. The District’s employees serve “at will” and report to the
Executive Director. Management of the District is divided among additional management personnel
including a Director of Operations, Director of Finance, Education Services Manager, Land and
Facilities Manager, Natural Resources Manager, Planning and Development Manager, Police Chief,
Wildlife Resources Center Manager, Land Preservation Manager and Communications Manager.
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Land Acquisition Activities

The District acquires its land holdings through a combination of annual tax revenues and bond
proceeds. The District has established land acquisition goals which it uses to review potential purchases.
These goals include:

e ccological preservation and restoration;

e connection and consolidation to existing holdings to increase public accessibility and usefulness;
e water resource management potential;

e recreational potential;

e multiple use potential; and

e potential to increase landscape diversity to enhance livability in the County.

Administration

The District’s Executive Director is Elizabeth S. Kessler, MBA, CPRP who has been Director
since 2006. The Director of Finance is Andy Dylak who has been with the District since 2004.

Employees

The District currently has 80 employees, of whom 65 are full time and 15 are part-time. Of the
total number, 16 employees are represented by the International Union of Operating Engineers, Local
150, Public Employee Division and 8 employees are represented by the Fraternal Order of Police. The
contracts of the unions expire on March 31, 2008 and March 31, 2010, respectively. The District
considers its relations with the unions to be stable.

MCHENRY COUNTY SOCIO-ECONOMIC CHARACTERISTICS
General Information

The County is the fastest growing county in the State of Illinois with a 2000 Census population
of 260,077 representing a 41.9% increase since the 1990 Census. A 2006 estimate of population for the
County is 312,373. Located 25 miles northwest of the City of Chicago, it is considered one of the
“Collar Counties” of the Chicago Metropolitan area. The Northeastern Illinois Planning Commission
has projected the population of the County to grow to 347,159 by the year 2020. The County
encompasses 610 square miles and is organized into 17 townships. The County seat is the City of
Woodstock.

Income figures show that the County has maintained a top position among other counties in the

State. Per capita personal income in the County was reported at $26,476 in 2000. The most recent
estimate shows per capita personal income at $35,265 in 2005.
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Per Capita Personal Income
For the Ten Highest Income Counties in the State

Rank County 2005
1 Lake County $48,906
2 DuPage County 48,472
3 Cook County 39,423
4 McHenry County 35,265
5 Peoria County 34,486
6 Jo Daviess County 34,115
7 Monroe County 34,042
8 Sangamon County 33,904
9 McLean County 32,905
10 Macon County 32,808

Source: Regional Economic Information System, Bureau of Economic Analysis

Population Trend

% Change

1980 1990 2000 1990-2000
McHenry County ........cccccevevenenennen. 147,897 183,241 260,077  41.93%
State of IIliNOIS ...ccevvevvererieiciciene 11,426,518 11,430,602 12,419,293 8.65%

Source: 1980, 1990 and 2000 Census of Population
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Education

The educational background of District area residents living in the County compared to the State
of Illinois is illustrated in the following table.

Educational Levels for Persons 25 years of Age and Older

State
County of of

Education Level McHenry Illinois

Less than 9th Grade ..........cccovievenieniiiiiieeeeeeee 3.6% 7.5%
Oth to 12th grade, no diploma ..........ccceoveriieiiieniieieeieeene 7.1 11.1
High school graduate ...........ccccooeeeviieeiiieeieee e, 28.4 27.7
Some college, N0 degree .........coceeveevierieneiienicnecienieeeean 26.0 21.6
ASSOCIALE AEGTCE ..ottt e 7.1 6.1
Bachelor’s degree ......oovvvvieeiieiieeiieieceeeeeee e 19.6 16.5
Graduate or professional degree ..........cceceveeevvieeiieeecieeennene 8.2 9.5
Percent high school graduate or higher.............cc.ccoocenine. 89.2 81.4
Percent bachelor’s degree or higher...........cccocovvviieniininnnen. 27.7 _26.1

100.0% 100.0%

Source: 2000 Census, U.S. Department of Commerce, Census Bureau
Income

The following table sets forth the distribution of household income derived from the 2000
Census for McHenry County and the State.

McHenry State of
Household Income County Illinois
Under $10,000........c.uoiiiieieeiieiee e 2.8% 8.3%
$10,000 t0 $14,999 ...oooiiiieeeeeeeeeeeee e 2.9 5.5
$15,000 t0 $24,999 ....oviineieeeeeeee e, 6.3 11.3
$25,000 t0 $34,999 ....oviineieeeee e 8.6 11.9
$35,000 t0 $49,999 .....ooiiieeeeeeee e 13.9 16.2
$50,000 t0 $74,999 ....oooiiieeeeeeeeee e 254 20.7
$75,000 t0 $99,999 ....oviimiieeee e 18.3 11.6
$100,000 t0 $149,999 ....ooiveiieeeeeeeeeee e 14.5 9.0
$150,000 t0 $199,999 ... 4.1 2.6
$200,000 OF INOTE ......cuvieeeerieeieeeeeeeeee et 32 28
100.0% 100.0%
Median household INCOME ..........cocvviviiiciiiiieeeeeeeeeee, $64,826 $46,590

Source: 2000 Census, U.S. Department of Commerce, Census Bureau
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Housing

The 2000 Census reported that 83.2% of the 89,403 occupied housing units in the County were
owner occupied. The median home value of owner occupied homes in the County was $168,100.
Selected home value data relative to values of owner-occupied housing units in the County compared
with the State of Illinois are as follows:

Number of Number of
Value of Specific Units in Units in the
Owner-Occupied Units McHenry County  Percent (%) State of Illinois  Percent (%)
Less than $50,000 ............... 315 0.5 230,049 9.3
$50,000 to $99,999 ............. 4,094 6.0 651,605 26.4
$100,000 to $149,000 ......... 21,290 31.4 583,409 23.6
$150,000 to $199,999 ......... 19,836 29.2 429,311 17.4
$200,000 to $299,999 ......... 16,016 23.6 344,651 14.0
$300,000 to $499,999 ........ 5,263 7.8 163,254 6.6
$500,000 to $999,999 ......... 875 1.3 55,673 2.3
$1,000,000 or more............. 200 03 12,386 _ 0.5

100.0 100.0

Median value....................... $168,100 $130,800

Source: 2000 Census, U.S. Department of Commerce, Census Bureau
Agriculture

The table below sets forth statistics from the Census of Agriculture for the County.

McHenry County

Census of Agriculture

1997 2002 Percent Change
Land in Farms ....................... 251,041 Acres 233,458 Acres (7.00)%
Average Size of Farms.......... 243 Acres 268 Acres 10.00
Number of Farms................... 1,031 870 (16.00)
Market Value of Production . $112,897,000 $91,616,000 (19.00)
Market Value of Production
per farm ........coceeviiiiienenn $109,503 $105,306 (4.00)
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Largest Taxpayers

Taxpayer 2006 Assessed Valuation
CENtIO SAUIT ..o $10,220,486
Inland Crystal Point, LLC.........ccccoeoiiviiiiieeieeeee 10,081,660
Rubloof Algonquin Portfolio ..........ccceeevvienieeenenns 8,696,612
Menard INC. .....eeeeiiiiiiiiiiiiiee e 8,273,224
HD Develop of MD Inc. ....cceevviiiiieiiieiieieeee, 6,779,175
Cobalt INd REIT ......ccoooiiiiiiiiieeeeeeeee e 6,730,624
Chicago Title Co. ..ocevveeeiiieeiieecie et 6,616,889
Meijer Stores Ltd Partnership ........cccccecveveenenicnnenne. 6,509,183
Terra Cotta Realty Co. ..ccoeevvvveiieiieiieieeieeee 6,467,856
Sunrise IV Crystal Lake LLC ........ccccooveevviiniiiiiennn. 6,416,847
0] 71 TR $76,792,556

The above taxpayers represent 0.82% of the District’s $9,387,169,709 2006 equalized assessed
valuation (“EAV™). Every reasonable effort has been made to determine and report the largest taxpayers
and to include all taxable property of those taxpayers listed. Many of the taxpayers listed, however, may

contain multiple parcels, and it is possible that some parcels and their valuations may not be included.
The 2006 EAV is the most current available.

Source: McHenry County Clerk’s Office
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Commerce and Industry

The manufacturing and commercial base of the County experienced substantial growth during the
period 2002, as indicated by the Economic Census.

McHenry County
Economic Census
2002 2002
Manufacturing: Administrative & Support &
Establishments.........c.c.cccceevenenne. 592 Waste management &
Employees......ccccvvevevienienieeiennnne, 21,107 Remediation Service:
Payroll .....ccocvvveveiieieieeeeeee, $ 814,135 Establishments ............cccoenvee.. 397
Shipments/Sales/Receipts ............. $ 3,941,926 Employees......ccccceeevvenieneennen. 4,392
(000’s) Payroll ....cccooeveniiiiiiceiee, $ 100,058
Shipments/Sales/Receipts ........ $ 243,435
(000’s)
Retail Trade: Educational Services:
Establishments with Payroll.......... 827 Establishments..............c........... 48
Employees.......ccovvevevveneecieniennenn, 11,741 Employees.......cceevveeeeevennennen. 308
Payroll (000°S)......cecerreereeneene $ 243,452 Payroll ......ccooovevieieie, $ 3,574
Shipments/Sales/Receipts ............. $ 2,637,228 Shipments/Sales/Receipt.......... $ 15,159
(000’s) (000’s)
Information: Health Care & Social
Establishments with Payroll.......... 78 Assistance:
Employees.......cccovveviieciieeeneenenn, 1,402 Establishments .............c........... 556
Payroll (000°S)......cccoereververrrennnne $ 56,323 Employees.......coeevvrciercvennennen. 8,445
Shipments/Sales/Receipts ............. $ Note* Payroll ....cccoocevenininiiiiies $ 275,692
(000’s) Shipments/Sales/Receipt.......... $ 652,366
(000’s)
Real Estate & Rental & Leasing:
Establishments with Payroll............... 251 Arts, Entertainment, &
Employees......cccceveeviiienienceenne 1,006 Recreation:
Payroll (000°S)......cccoevvevveverennnn. $ 25,638 Establishments ............c.ccoc....... 117
Shipments/Sales/Receipts ............. $ 147,638 Employees.......cccevvveeierrennennen. 1,629
(000’s) Payroll .....ccceeveveiiiieieiien $ 23,705
Shipments/Sales/Receipt.......... $ 77,091
Professional, Scientific & (000’s)
Technical Services:
Establishments with Payroll.......... 848 Accommodation & Food
Employees.....cccceveevieviniencenenne 3,449 Service:
Payroll (000°S)......cccoevvevererrennnn. $ 146,724 Establishments ............c.ccoc....... 452
Shipments/Sales/Receipts ............. $ 452,886 Employees.......coevvveviervennennen. 6,181
(000’s) Payroll ....cccocviveiiei $ 70,529
Shipments/Sales/Receipt.......... $ 252,402
Other Services (except public (000’s)
administration):
Establishments..............ccoovereennne 525
Employees......cccceeeeveeneenencenenne 3,092
Payroll ......cccceevevveieiieeeeeeee $ 61,453
Shipments/Sales/Receipt ............... $ 192,589
(000’s)

Note: Economic Census data are released on flow basis. Data may not yet have been released for some industries and
geographies.
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State Retail Sales Receipts

The following tables include the 1% sales tax that is returned to the County from all businesses
in unincorporated parts of the County plus the 1% sales tax returned to incorporated municipalities in
the County for calendar years 2002 through 2006 and such receipts for 2006 by type of retail
establishments.

Calendar Total
Year Receipts
2002 $2,869,687,287
2003 2,957,740,299
2004 3,169,133,579
2005 3,350,598,654
2006 3,563,566,780
Source: Illinois Department of Revenue
McHenry County

1% Sales Tax Receipts By Type

General Merchandise .............c.......... $ 459,027,552
FOO ..o, 420,427,752
Drinking and Eating Places............... 301,603,621
Apparel......ccoeeeiiiiiiieeeee 35,099,192
Furniture, Household and Radio ....... 182,632,537
Lumber, Building and Hardware....... 322,953,662
Automotive and Filling Stations ....... 1,011,151,575
Drugs and Misc. Retail...................... 423,684,503
Agriculture and all others.................. 321,632,659
Manufacturers .........cccoeeveeeeeiinieeeenn. 85,353,727
Total Receipts......ccccooriririeieieieine. $3,563,566,780

Source: Illinois Department of Revenue
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Occupational Categories

According to the 2000 Census data, County residents have a wide variety of occupations. The
following table categorizes occupations for the County’s employed residents 16 years of age and older
and for the State’s employed residents.

State of
Occupational Categories McHenry County  Illinois
Management, professional, and related occupations...................... 34.6% 34.2%
SEIrvICE OCCUPALIONS ....eeeivieeiiieeiireeriieeerreeesreeesereeesereeenereeesaeeeenes 10.9 13.9
Sales and office 0ccupPations ............ccoceeveeiiiriineenicnieneeceeeee 28.3 27.6
Farming, fishing, and forestry occupations...........ccccceevveerueennnennne. 0.3 0.3
Construction, extraction, and maintenance occupations................. 10.7 8.2
Production, transportation, and material moving occupations....... 15.2 15.7
Largest Employers in the Area
Approximate
No.
Name Product or Service of Employees
Contegra Memorial Medical Center ..... General Medical and surgical hospital................. 1,061
Northern Illinois Medical Center ......... General Medical and surgical hospital................. 1,050
Cardinal Health, Inc. .......ccccceceniennnne. Pharmaceutical preparations .............ccccceevueenenn. 1,000
Follett Library Resources, Inc. ............. Books, periodicals and newspaper ....................... 1,000
Intermatic, InC....cccccvvevvieeiieiieieee, Relays and industrial controls............cccceeevueenneen, 800
Brown Printing Co., (Woodstock
DIiVISION) .eoveeiiieiieeiieeeeeeee e Periodicals, other commercial printing................. 750
Sage Products, InC........cccoeevvveieennnnen. Surgical appliances and supplies.........cccccceeeuneenee 499
Wells Mfg. Co..oocevvevveiieieeeieeee, Foundries gray and ductile iron ............c.ccueeneee. 425
Center for Corporate Training .............. Job training and related services..........c.cceeennennne. 410
D.B. Hess CoO..uvveeveriiiiicieeiceeee BoOK Printing ........cccceeeeeienieneniienienienicneceeen, 400

Source: 2007 Illinois Manufacturers and Services Directories
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Unemployment

Preliminary unemployment statistics for the month of March as reported by the Illinois
Department of Employment Security reveal there is 4.1% unemployment in McHenry County and 4.5%

in the State of Illinois.

Source: Illinois Department of Employment Security

Historical Unemployment Statistics

2001 2002 2003 2004 2005 2006
McHenry County .........ccccevvennene 4.6% 5.7% 5.9% 5.2% 5.1% 3.7%
State of I1liN01S......c.covceeeniennennne. 5.4% 6.5% 6.7% 6.2% 5.7% 4.5%
Source: Illinois Department of Employment Security

CERTAIN FINANCIAL INFORMATION REGARDING McHENRY COUNTY
CONSERVATION DISTRICT
Trend of Equalized Assessed Valuation
(Estimated 33 1/3% of Fair Market Value)
By Type 2002 2003 2004 2005 2006
Residential............ $5,109,673,949 $5,710,037,487 $6,266,193,513 $7,010,406,096 $7,731,893,507
Commercial ......... 724,763,410 780,500,994 863,043,762 946,543,124 1,015,786,901
Farm......oooovvve.. 195,335,584 201,634,804 209,598,341 227,318,830 242,266,617
Industrial.............. 319,815,319 326,803,665 347,842,559 359,681,661 376,936,807
Railroad ............... 4,255,999 4,587,948 5,113,297 4,778,453 5,075,587
Mineral ................ 12,561,726 13.193.732 13,756,505 15.933.834 15,210,290
TOTAL................ $6,366,405,987  $7,036,758,630  $7,705,547.977  $8,564,661,998  $9,387,169,709
Source: McHenry County Clerk’s Office
Tax Rates
(Per $100 Equalized Assessed Valuation)
2002 2003 2004 2005 2006

COIPOTALE ...t $0.0743  $0.0717  $0.0700  $0.0676  $0.0669
INSUrance.........cocceevieeiiiiiniiii 0.0034 0.0032 0.0026 0.0023 0.0023
Bonded Debt ........c.cooiiiiiiiiiiiie 0.0957 0.0914 0.0854 0.0791 0.0744
Total ..o $0.1734  $0.1663  $0.1580  $0.1490  $0.1436

Source: McHenry County Clerk’s Office
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Representative Tax Rates for Property within the District*
(Per $100 Equalized Assessed Valuation)

2005 2006

$0.1490 $0.1436
0.7278  0.7060
2.7747  3.0304
1.9023  2.2937
0.2922  0.2974
0.0531 0.0536
0.1173  0.1185
0.9272 09122
0.3562 0.3732

Taxing Body 2002 2003 2004
The DISIICt v.vovvevieieveeiieeceeceeeeeeeee e $0.1734 $0.1663 $0.1580
McHenry County ........cccooccveeeiieiniieiniieinieeeiieene 0.6725  0.7153  0.7346
School District Number 47 ........cccecevieneeeennnenne. 3.1264  2.9933  2.8927
High School District Number 155 ..........ccceenee. 2.0895 2.0433 1.9780
Community College District No. 528 .................... 0.3253  0.3130 0.3033
Algonquin Township ........cccoeeveviieniiniiienieeieeee 0.0596  0.0571  0.0551
Algonquin Township Road & Bridge.................... 0.1318 0.1262  0.1217
City of Crystal Lake.......cccocevievinininieninicicice 0.7382  0.7953  0.8822
Crystal Lake Park District........cccccoceeveinieniinienenne 0.3702  0.3771 0.3714
Total .o $7.6869 $7.5869 $7.4970

$7.2998 $7.9286

Source: McHenry County Clerk’s Office
*For certain taxpayers in the City of Crystal Lake, the largest municipality in the District

Tax Extensions and Collections

2001 2002 2003 2004

2005

Extension $10,469,096 $11,039,363 $11,702,146 $12,174,788 $12,761,358
Collected 10,434,325 11,019,605 11,688,410 12,146,910 12,743,793

% 99.70% 99.80% 99.90% 99.80%
Collected

Source: The District.

Summary of Qutstanding Bonded Debt
(at the close of this issue)

Original
Amount of  Current Amount

Type Dated Date Issue Outstanding
General Obligation Bonds, Series 1998A...... 07/01/1998 $20,330,000 $ 7,605,000
General Obligation Bonds, Series 2001A...... 06/01/2001 68,500,000 8,005,000
General Obligation Limited Tax Refunding
Bonds, Series 2001B .......cccoceovecevinccninencnn 06/01/2001 12,235,000 8,105,000
General Obligation Refunding Bonds,
Series 2005A ..c..ooeviiiinieneeeee 03/10/2005 58,825,000 58,260,000
General Obligation Refunding Limited Tax
Bonds, Series 2005B .......cccoeveenineccninencnn 03/10/2005 1,315,000 1,300,000
The Bonds.....ccceoeveneniniiieieneencceeee 07/12/2007 73,000,000 73.000,000
Total..coeeieeicc $156,275,000
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Final Maturity
Date
02/01/2018
02/01/2011

02/01/2016
02/01/2021

02/01/2014
02/01/2027



Debt Repayment Schedule

Shown below is the maturity schedule for the outstanding general obligation debt of the District
as of the closing of the Bonds.

Calendar  Principal The Total Cumulative  Retirement
Year Outstanding Bonds Principal Amount Percent
2008 $ 2935000 $ - $ 2935000 $ 2935000 1.88%
2009 3,285,000 - 3,285,000 6,220,000 3.98
2010 3,655,000 - 3,655,000 9,875,000 6.32
2011 4,045,000 - 4,045,000 13,920,000 891
2012 4,470,000 5,000 4,475,000 18,395,000 11.77
2013 4,915,000 - 4,915,000 23,310,000 14.92
2014 5,415,000 - 5,415,000 28,725,000 18.38
2015 5,940,000 - 5,940,000 34,665,000 22.18
2016 6,510,000 - 6,510,000 41,175,000 26.35
2017 7,110,000 - 7,110,000 48,285,000 30.90
2018 7,690,000 - 7,690,000 55,975,000 35.82
2019 8,370,000 - 8,370,000 64,345,000 41.17
2020 9,085,000 - 9,085,000 73,430,000 46.99
2021 9,850,000 - 9,850,000 83,280,000 5329
2022 - 10,730,000 10,730,000 94,010,000 60.16
2023 - 11,270,000 11,270,000 105,280,000 67.37
2024 - 11,830,000 11,830,000 117,110,000 74.94
2025 - 12,425,000 12,425,000 129,535,000 82.89
2026 - 13,045,000 13,045,000 142,580,000 91.24
2027 - 13,695,000 13,695,000 156,275,000  100.00

$ 83275000 $ 73,000,000 $ 156,275,000
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Overlapping Bonded Debt
(As of May 14, 2007)

Taxing Bodies Amount Applicable to District
Cities and Villages ........cocveereieiiiiniieiieeieeee e $26,992,565
Park DIStIICTS...uuvviiiiiiiiiieiciiiieeee ettt e e e e e e e sssaaens 18,139,804
Library DiIStriCtS ....ccuveeveerieeiieeieeieeeee et seee e seee e 9,299,919
Special Service AT€as ....ccvveevieeeiieeeiieeeee et 111,168,856
Elementary School DiStricts .........ccovveeiiieniienienieeiecieeee 165,968,399
High School DiStricts.........cccieeiieriieniieiieeieeieee e 72,137,840
Unit SChOOL DISIIICES...ceiiiiieieeiieeeeee et et e e 240,601,378
Community College DiStricts ........ceevvveeeiieeciieeeiieeeiee e 3,842,988
Township Road and Brid@e ..........c.ocoeeiiiiiiniiiniiee 557,500
Net Overlapping Debt.......cccoecvieviieiieniieiieeeeceeeeeen $648,709,249
Notes:

(1) Does not include outstanding principal amounts of General Obligation (Alternate Revenue Source)
Bonds that are anticipated to be paid by sources other than general taxation.
(2) Does not include installment contracts, notes, certificates of participation or debt certificates, if any.

Source: McHenry County Clerk’s Office

Debt Statement

Direct Debt (BONAS).......ccouiieiiiiiieiieeciieeeeeee e $83,275,000
TRIS ISSUE .ottt et e e eeve e e e et eeneseaeesnaens $73,000,000
Installment AGIreEmMENt............c.eeveuievieveieeiereeeeeeteeteeeee et eae s $6,300,000
TOLAL ..ottt $162,575,000
Less Funds set-aside at the Paying Agent (2001 A Bonds)...........cc.c....... $(646,323)
NEt DITECE DIEDE ..ot e e $161,928,677
OVerlapping DEDt.......ccuiiiiiieiiieiicieceeee e $648,709,249
Net Direct and Overlapping Debt ...........coociveiiiiiiiiieiieeeeee e, $810,637,926
Equalized Assessed Valuation (2006) ..........cccceeevieriienieniienieeeesie e $9,387,169,709
Statutory Debt Limit (1.725% of Equalized Assessed Valuation) ........... $161,928,677
Statutory Debt Margin ..........ccccveeeuieveeeiiieeieeeeeeeeeeeteeee et $0
Debt Ratios

Estimated Market Valuation, 2000 ..............cooovvvuveeieeieeiiiiiiieeeeeee e $28,161,509,127
Equalized Assessed Valuation, 2006 ............ccocceeviiiiiienieniienieeeeeeeeee. $9,387,169,709
Estimated Population (2000) .........cceoeeriierieniienieeieeee e 312,373
Net Direct Debt to Equalized Assessed Valuation ...........cccceeeveeveennennne. 1.73%
Net Direct Debt to Estimated Market Valuation ............ccocceeviiiiienennen. 0.58%
Net Direct and Overlapping Debt to Equalized Assessed Valuation........ 8.64%
Net Direct and Overlapping Debt to Estimated Market Valuation........... 2.88%
Net Direct Debt per Capita .........c.cecueeveeeriireeeeieeeeieeeeeeeeeeeve e $518.38
Net Direct and Overlapping Debt Per Capita ........cccceevveecvieecieeeieeeee. $2,595.10
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General Fund - Balance Sheet

General Fund Statement of Revenues:

Assets:

Cash and Investments..............cccceeuueee.
Short term investments...............c.........

Receivables:
Property Taxes (Net of

Allowance) .......ccceeveevverneenennen.

Due From Other Governments........
Prepaid items ........ccccvevvveceeeieieenene
Other receivable ........ccccoeeeveeeeeeiieeenn,
Due from Other Funds ...........c.............

Total ASSetS...........ovvvvveveeeeeeieieieieinnnnns

Liabilities and District Equity:

Accounts Payable...........c.ccoocenienennnnn.
Accrued Liabilities.........c.cccoeeevreeneen.
Due to Other Funds..........ccovveeviienennns
Deferred Revenue .........cccccevveeveeeneennns
Other Liabilities ......cc.cccoveeveeveeeenennne.
Total Liabilities .......ccccovvveevreerrreeneennne.

Fund Balance — Unreserved..................
Fund Balance — Reserved.....................

Total District EQuity .......cccccecevenene

Total Liabilities and District Equity.....

Fiscal Years Ended March 31

2002 2003 2004 2005 2006 (1)
$ 2,356,033 $§ 7,543,719 $ 7,971,708 $ 11,402,618 $ 14,592,809
0 0 350,271 329,326 152,320
4,477,114 4,682,952 4,994,918 5,339,945 5,731,826
1,301,733 37,739 3,260,264 272,421 2,683,396
0 0 0 0 6,428
0 0 0 0 31,044
0 0 0 0 547
§ 8.134880 §$ 12.264.410 $ 16.577.161 $17,344310 $ 23,198,370
$ 57,104 $ 196,221 §$ 34,190 $ 102,800 $ 132,851
321,598 343,011 427,084 420,665 218,419
99,052 3,123,638 503,533 870,463 748,798
4,477,114 4,695,408 7,095,692 7,400,616 7,756,850
12 0 0 0 0
4,954,880 8,358,278 8,060,499 8.794.544 8.856.918
3,174,207 3,900,729 3,467,788 4,087,503 3,519,108
5,793 5,403 5,048,874 4,462,263 10,822,344
3.180,000 3.906,132 8,516,662 8,549,766 14,341.452
§ 8,134,880 §$ 12,264410 $ 16,577,161 $ 17,344,310 §$ 23,198,370

(1) For the fiscal year ended March 31, 2007, the District established a new fund to account for all the
activity and balances related to grant recoveries and other unique, non-reoccurring and/or non-
regular revenues. Historically, all the activity related to grants and other non-operational revenues
has been accounted for within the General Fund and have been referenced as the Dedicated
Accounts. Under the Generally Accepted Accounting Principles (GAAP), this fund will be reported
as a “special” revenue, governmental fund. All of the District’s current funds meet the requirements
and are reported as “governmental” funds and the District’s Insurance Fund is also reported as a
special revenue fund. The GAAP classification of the fund will have little impact on the operations
of the District. The total amount of cash transferred from the General Fund to the newly established

Special Revenue fund was $10,824,307.55.
Source:  The audited General Purpose Financial Statements of the District for Fiscal Years 2002 through 2006.
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General Fund — Statement of Revenues and Expenditures

Fiscal Years Ended March 31

2002 2003 2004 2005 2006

Revenues:

Property TaXes......cccevevereeeeeeeeieeieeeieens $ 4,175971 $ 4,507,305 $ 4,721,780 $ 5,038,579 $ 5,381,543
Intergovernmental...........cccccooeiiiniininnnnn, 960,290 187,503 815,034 1,507,358 919,518
Rental IncCome...........ccoveevviecieiciiecrieeie, 266,265 336,656 482,717 638,158 593,547
Interest Income ...l 107,030 63,362 87,880 171,564 458,839
Miscellaneous ........c.ooeveeeerecreeecreecrieeeeenns 142,234 163,974 171.434 319,017 167,279
Total Revenues.................c..ccoevevevenennnn. $ 5,651,790 $ 5.258.800 $ 6,278,845 $ 7.674.676 $§ 7.520,726
Expenditures:

Administration ...........cceeeveeeeveeeeeeeereeeneeans $ 602,567 $ 815,349 $ 776,861 $ 1,059,370 $§ 1,043,197
Educational Services...........ccoueeeveeeveeennns 486,385 501,761 483,930 518,388 573,824
Police and Safety .......cccccevveviiecienieiens 603,050 616,550 582,931 623,422 698,817
Land and Facilities Management............... 1,559,321 1,524,079 1,603,910 1,745,103 1,750,245
Natural Resources Management................ 698,091 610,184 612,516 759,836 812,640
Planning and Development........................ 220,527 155,868 129,495 131,137 179,112
Wildlife Resources ........ccceeeveveeveeiveennnens 120,704 133,603 140,391 144,239 152,957
CommUNICAtiONS ........cveevveeeerieereeereeeneeans 351,904 345,769 385,360 365,949 306,230
Trail of HiStOry .....ooveveiiiieieieieeeee 32,061 25,797 70,880 75,005 47,464
Kishwaukee Ecosystem Project................. 0 42,270 32,400 0 0
Boger Project......oovevieneeeiieieeieieces 0 0 0 9,855 9,555
Pipeline Agreement ............cccceeeeveeeneeenns 0 0 0 3,525 0
Research Field Station..........c..cccccceveennee.. 11,361 17,790 96,113 112,330 108,489
Capital Outlay........cccoceevvenieriieieeieeieienns 944,557 296.448 1,175,993 421,899 731.847
Total Expenditures .................c.c.cc......... $ 5630528 $ 5.085468 $ 6,090.780 § 5.970.058 § 6.414.377

Excess (Deficiency) of Revenues Over

Expenditures ............ccccooeveireinnnnnnnn. 21,262 173,332 188.065 1,704,618 1,106,349
Total Other Financing Sources (Uses) ... 4,663 2,800 7,802 7,861 32,509

Over (Under) Expenditures .............. $ 25925 $§ 176,132 $§ 195,867 $ 1,712,479 $ 1,138,858
Fund Balance at Beginning of Year........... 3,154,075 3,180,000 3,906,132 8,516,662 8,549,766
Prior period adjustment ............ccccoeeeennens 0 550,000 0 (1,679,375) 4,652,828
Operating transfer in..........ccccoecveeeneennens 0 0 4.414.663 0 0
Fund Balance at End of Year ................. $ 3,180,000 $ 3,906,132 $ 8,516,662 $ 8,549,766 $14,341,452

Source:
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Budget

(for Fiscal Year 2008)
Special Bond Debt Bond
General Revenue Insurance Service Proceeds
Estimated Cash Balance 4/01/07 (Unaudited).. $3,928,931  $10,040,020 $165,560 $699,825  $1,448,127
Total Budgeted Revenue ..........ccccoeeveievenennene. 7,398,132 3,280,320 194,744 9,957,817 74,442,853
Total Budgeted Expenditures ...........c.cccuve..... (7.914.269) (11,987,546) (206,144) (9.785.,988) (68,464,589
Projected Ending Balances 3/31/2008.............. $ 3412,794 $ 1,332,794 $ 154,160 $ 871,654 $7.426,391

Source: The District.

SHORT-TERM FINANCING RECORD

The District has not previously utilized any short-term borrowing.

FUTURE FINANCING

The District does not anticipate issuing any additional debt in the next 12 months.

DEFAULT RECORD

The District has no record of default and has met its debt repayment obligations promptly.

RETIREMENT FUND COMMITMENTS

Details regarding retirement fund commitments are summarized in Note 7 to the
District’s March 31, 2006 audited financial statement.

TAX EXEMPTION

Federal tax law contains a number of requirements and restrictions which apply to the Bonds,
including investment restrictions, periodic payments of arbitrage profits to the United States,
requirements regarding the proper use of bond proceeds and the facilities financed therewith, and certain
other matters. The District has covenanted to comply with all requirements that must be satisfied in
order for the interest on the Bonds to be excludable from gross income for federal income tax purposes.
Failure to comply with certain of such covenants could cause interest on the Bonds to become
includable in gross income for federal income tax purposes retroactively to the date of issuance of the
Bonds.

Subject to the District’s compliance with the above-referenced covenants, under present law, in
the opinion of Bond Counsel, interest on the Bonds is excludable from the gross income of the owners
thereof for federal income tax purposes, and is not included as an item of tax preference in computing
the federal alternative minimum tax for individuals and corporations. Interest on the Bonds is taken into
account, however, in computing an adjustment used in determining the federal alternative minimum tax
for certain corporations. The Internal Revenue Code of 1986, as amended (the “Code”), includes
provisions for an alternative minimum tax (“AMT”) for corporations in addition to the corporate regular
tax in certain cases. The AMT, if any, depends upon the corporation’s alternative minimum taxable
income (“AMTI”), which is the corporation’s taxable income with certain adjustments. One of the
adjustment items used in computing the AMTI of a corporation (with certain exceptions) is an amount
equal to 75% of the excess of such corporation’s “adjusted current earnings” over an amount equal to its
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AMTI (before such adjustment item and the alternative tax net operating loss deduction). “Adjusted
current earnings” would include all tax exempt interest, including interest on the Bonds.

In rendering its opinion, Bond Counsel will rely upon certifications of the District with respect to
certain material facts within the District’s knowledge. Bond Counsel’s opinion represents its legal
judgment based upon its review of the law and the facts that it deems relevant to render such opinion
and is not a guarantee of a result.

Ownership of the Bonds may result in collateral federal income tax consequences to certain
taxpayers, including, without limitation, corporations subject to the branch profits tax, financial
institutions, certain insurance companies, certain S corporations, individual recipients of Social Security
or Railroad Retirement benefits and taxpayers who may be deemed to have incurred (or continued)
indebtedness to purchase or carry tax-exempt obligations. Prospective purchasers of the Bonds should
consult their tax advisors as to applicability of any such collateral consequences.

The issue price (the “Issue Price”) for each maturity of the Bonds is the price at which a
substantial amount of such maturity of the Bonds is first sold to the public. The Issue Price of a
maturity of the Bonds may be different from the price set forth, or the price corresponding to the yield
set forth, on the inside cover page hereof.

If the Issue Price of a maturity of the Bonds is less than the principal amount payable at maturity,
the difference between the Issue Price of each such maturity, if any, of the Bonds (the “OID Bonds”)
and the principal amount payable at maturity is original issue discount.

For an investor who purchases an OID Bond in the initial public offering at the Issue Price for
such maturity and who holds such OID Bond to its stated maturity, subject to the condition that the
District complies with the covenants discussed above, (a) the full amount of original issue discount with
respect to such OID Bond constitutes interest which is excludable from the gross income of the owner
thereof for federal income tax purposes; (b) such owner will not realize taxable capital gain or market
discount upon payment of such OID Bond at its stated maturity; (c) such original issue discount is not
included as an item of tax preference in computing the alternative minimum tax for individuals and
corporations under the Code, but is taken into account in computing an adjustment used in determining
the alternative minimum tax for certain corporations under the Code, as described above; and (d) the
accretion of original issue discount in each year may result in an alternative minimum tax liability for
corporations or certain other collateral federal income tax consequences in each year even though a
corresponding cash payment may not be received until a later year. Based upon the stated position of the
Illinois Department of Revenue under Illinois income tax law, accreted original issue discount on such
OID Bonds is subject to taxation as it accretes, even though there may not be a corresponding cash
payment until a later year. Owners of OID Bonds should consult their own tax advisors with respect to
the state and local tax consequences of original issue discount on such OID Bonds.

Owners of Bonds who dispose of Bonds prior to the stated maturity (whether by sale, redemption
or otherwise), purchase Bonds in the initial public offering, but at a price different from the Issue Price
or purchase Bonds subsequent to the initial public offering should consult their own tax advisors.

If a Bond is purchased at any time for a price that is less than the Bond’s stated redemption price
at maturity or, in the case of an OID Bond, its Issue Price plus accreted original issue discount (the
“Revised Issue Price”), the purchaser will be treated as having purchased a Bond with market discount
subject to the market discount rules of the Code (unless a statutory de minimis rule applies). Accrued
market discount is treated as taxable ordinary income and is recognized when a Bond is disposed of (to
the extent such accrued discount does not exceed gain realized) or, at the purchaser’s election, as it
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accrues. Such treatment would apply to any purchaser who purchases an OID Bond for a price that is
less than its Revised Issue Price. The applicability of the market discount rules may adversely affect the
liquidity or secondary market price of such Bond. Purchasers should consult their own tax advisors
regarding the potential implications of market discount with respect to the Bonds.

An investor may purchase a Bond at a price in excess of its stated principal amount. Such excess
is characterized for federal income tax purposes as “bond premium” and must be amortized by an
investor on a constant yield basis over the remaining term of the Bond in a manner that takes into
account potential call dates and call prices. An investor cannot deduct amortized bond premium relating
to a tax-exempt bond. The amortized bond premium is treated as a reduction in the tax-exempt interest
received. As bond premium is amortized, it reduces the investor’s basis in the Bond. Investors who
purchase a Bond at a premium should consult their own tax advisors regarding the amortization of bond
premium and its effect on the Bond’s basis for purposes of computing gain or loss in connection with
the sale, exchange, redemption or early retirement of the Bond.

There are or may be pending in the Congress of the United States legislative proposals, including
some that carry retroactive effective dates, that, if enacted, could alter or amend the federal tax matters
referred to above or adversely affect the market value of the Bonds. It cannot be predicted whether or in
what form any such proposal might be enacted or whether, if enacted, it would apply to bonds issued
prior to enactment. Prospective purchasers of the Bonds should consult their own tax advisors regarding
any pending or proposed federal tax legislation. Bond Counsel expresses no opinion regarding any
pending or proposed federal tax legislation.

The Internal Revenue Service (the “Service”) has an ongoing program of auditing tax—exempt
obligations to determine whether, in the view of the Service, interest on such tax—exempt obligations is
includible in the gross income of the owners thereof for federal income tax purposes. It cannot be
predicted whether or not the Service will commence an audit of the Bonds. If an audit is commenced,
under current procedures the Service may treat the District as a taxpayer and the Bondholders may have
no right to participate in such procedure. The commencement of an audit could adversely affect the
market value and liquidity of the Bonds until the audit is concluded, regardless of the ultimate outcome.

Payments of interest on, and proceeds of the sale, redemption or maturity of, tax-exempt
obligations, including the Bonds, are in certain cases required to be reported to the Service.
Additionally, backup withholding may apply to any such payments to any Bond owner who fails to
provide an accurate Form W-9 Request for Taxpayer Identification Number and Certification, or a
substantially identical form, or to any Bond owner who is notified by the Service of a failure to report
any interest or dividends required to be shown on federal income tax returns. The reporting and backup
withholding requirements do not affect the excludability of such interest from gross income for federal
tax purposes.

Ownership of the Bonds may result in other state and local tax consequences to certain
taxpayers. Bond Counsel expresses no opinion regarding any such collateral consequences arising with
respect to the Bonds. Prospective purchasers of the Bonds should consult their tax advisors regarding
the applicability of any such state and local taxes.
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LITIGATION

The District is a defendant in various lawsuits. Although the outcome of these lawsuits is not
presently determinable, in the opinion of the District’s attorney, the resolution of these matters will not
have a material adverse effect on the financial conditions of the District.

BOND RATINGS

2490

Moody's Investors Service (“Moody’s”) and Standard & Poor’s Rating Services, a Division of
The McGraw-Hill Companies, Inc. (“S&P”) have assigned their municipal bond rating of “Aaa” and
“AAA” respectively, to the Bonds with the understanding that upon delivery of the Bonds, the Bond
Insurance Policy will by issued by Financial Security Assurance, Inc. See “BOND INSURANCE”
above.

These ratings reflect only the views of Moody’s and S&P and any explanation of the
significance of such ratings may only be obtained from Moody’s and S&P. Certain information
concerning the Bonds and the District not included in this Official Statement was furnished to Moody’s
and S&P by the District. There is no assurance that the ratings will be maintained for any given period
of time or that they may not be changed by Moody’s or S&P, if, in their judgment, circumstances so
warrant. Any downward change in or withdrawal of the ratings may have an adverse effect on the
market price of the Bonds. Except as may be required by the Undertaking described below under the
heading “CONTINUING DISCLOSURE,” neither the District nor the Underwriters undertake responsibility
to bring to the attention of the owners of the Bonds any proposed change in or withdrawal of such
ratings or to oppose any such revision or withdrawal.

In addition, the District has received underlying ratings of “Aal” and “AA” on the Bonds from
Moody's and S&P, respectively.

CONTINUING DISCLOSURE

The District will enter into a Continuing Disclosure Undertaking (the “Undertaking™) for the
benefit of the beneficial owners of the Bonds to send certain information annually and to provide notice
of certain events to certain information repositories pursuant to the requirements of Section (b)(5) of
Rule 15¢2-12 (the “Rule”) adopted by the Securities and Exchange Commission (the “Commission”)
under the Securities Exchange Act of 1934. The information to be provided on an annual basis, the
events that will be noticed on an occurrence basis and a summary of other terms of the Undertaking,
including termination, amendment and remedies, are set forth below under “THE UNDERTAKING.”

Due to a change in auditors, for the fiscal year ending June 30, 2005, the District did not file its
audited financial statements or its annual financial information as required by a previous continuing
disclosure undertaking. The required audited financial statements and annual financial information was
filed with each NRMSIR through Disclosure USA prior to the sale of the Bonds. The District has
established procedures to ensure timely filings in the future. A failure by the District to comply with the
Undertaking will not constitute a default under the Bond Ordinance and beneficial owners of the Bonds
are limited to the remedies described in the Undertaking. See “THE UNDERTAKING—Consequences of
Failure of the District to Provide Information.” A failure by the District to comply with the Undertaking
must be reported in accordance with the Rule and must be considered by any broker, dealer or municipal
securities dealer before recommending the purchase or sale of the Bonds in the secondary market.
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Consequently, such a failure may adversely affect the transferability and liquidity of the Bonds and their
market price.

Bond Counsel expresses no opinion as to whether the Undertaking complies with the
requirements of Section (b)(5) of the Rule.

THE UNDERTAKING

The following is a brief summary of certain provisions of the Undertaking of the District, and
does not purport to be complete. The statements made under this caption are subject to the detailed
provisions of the Undertaking, a copy of which is available upon request from the District.

Annual Financial Information Disclosure

The District covenants that it will disseminate its Annual Financial Information and its Audited
Financial Statements, if any (as described below), to each Nationally Recognized Municipal Securities
Information Repository (a “NRMSIR”) then recognized by the Securities and Exchange Commission for
purposes of the Rule and to the repository, if any, designated by the State of Illinois as the state
depository (the “SID”) and recognized as such by the Commission for purposes of the Rule. The
District is required to deliver such information so that such entities receive the information by the dates
specified in the Undertaking.

“Annual Financial Information” means information of the type contained in the following tables,
headings and exhibits of the Final Official Statement:

Trend of Equalized Assessed Valuation

Tax Rates

Representative Tax Rates for Property within the District
Tax Extensions and Collections

Summary of Outstanding Debt

Debt Repayment Schedule

Debt Statement (with respect to the District’s debt only)
Debt Ratios (with respect to the District’s debt only)
General Fund- Balance Sheet

General Fund- Statement of Revenues and Expenditures

“Audited Financial Statements” means the combined financial statements of the District prepared
in accordance with generally accepted accounting principles and Government Auditing Standards,
issued by the Comptroller General of the United States.

Material Events Disclosure

The District covenants that it will disseminate to each NRMSIR or to the Municipal Securities
Rulemaking Board (the “MSRB”) and to the SID, if any, in a timely manner the disclosure of the
occurrence of an Event (as described below) with respect to the Bonds that is material, as materiality is
interpreted under the Securities Exchange Act of 1934, as amended. The “Events” are:

e Principal and interest payment delinquencies

e Non-payment related defaults

e Unscheduled draws on debt service reserves reflecting financial difficulties

e Unscheduled draws on credit enhancements reflecting financial difficulties
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e Substitution of credit or liquidity providers, or their failure to perform

e Adverse tax opinions or events affecting the tax-exempt status of the security
e Modifications to the rights of security holders

e Bond calls

e Defeasances

e Release, substitution or sale of property securing repayment of the securities
e Rating changes

Consequences of Failure of the District to Provide Information

The District shall give notice in a timely manner to each NRMSIR or to the MSRB and to the
SID, if any, of any failure to provide disclosure of Annual Financial Information and Audited Financial
Statements when the same are due under the Undertaking.

In the event of a failure of the District to comply with any provision of the Undertaking, the
beneficial owner of any Bond may seek mandamus or specific performance by court order to cause the
District to comply with its obligations under the Undertaking. A default under the Undertaking shall not
be deemed a default under the Bond Ordinance, and the sole remedy under the Undertaking in the event
of any failure of the District to comply with the Undertaking shall be an action to compel performance.

Amendment; Waiver

Notwithstanding any other provision of the Undertaking, the District by resolution or ordinance
authorizing such amendment or waiver, may amend the Undertaking, and any provision of the
Undertaking may be waived, if:

(a) The amendment or the waiver is made in connection with a change in
circumstances that arises from a change in legal requirements, change in law, or change in the
identity, nature, or status of the District, or type of business conducted;

(b) The Undertaking, as amended, or the provision, as waived, would have complied
with the requirements of the Rule at the time of the primary offering, after taking into account
any amendments or interpretations of the Rule, as well as any change in circumstances; and

(©) The amendment or waiver does not materially impair the interests of the
beneficial owners of the Bonds, as determined by parties unaffiliated with the District (such as
Bond Counsel).

Termination of Undertaking
The Undertaking shall be terminated if the District shall no longer have any legal liability for any
obligation on or relating to repayment of the Bonds under the Bond Ordinance. The District shall give

notice to each NRMSIR or to the MSRB and to the SID, if any, in a timely manner if this paragraph is
applicable.
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Additional Information

Nothing in the Undertaking shall be deemed to prevent the District from disseminating any other
information, using the means of dissemination set forth in the Undertaking or any other means of
communication, or including any other information in any Annual Financial Information or Audited
Financial Statements or notice of occurrence of a material Event, in addition to that which is required by
the Undertaking. If the District chooses to include any information from any document or notice of
occurrence of a material Event in addition to that which is specifically required by the Undertaking, the
District shall have no obligation under the Undertaking to update such information or include it in any
future disclosure or notice of occurrence of a material Event.

Dissemination Agent

The District may, from time to time, appoint or engage a Dissemination Agent to assist it in
carrying out its obligations under the Undertaking, and may discharge any such Dissemination Agent,
with or without appointing a successor Dissemination Agent. So long as such method continues to be
approved by the Commission for purposes of the Rule, the District may satisfy its obligations for all
purposes of the Undertaking to provide information or notice to each NRMSIR and to the SID, if any,
by sending such information or notice to Disclosure USA (at, as of the date of the Undertaking
www.DisclosureUSA.org) for submission to each NRMSIR and to the SID, if any.

CERTAIN LEGAL MATTERS

Certain legal matters incident to the authorization, issuance and sale of the Bonds are subject to
the approving legal opinion of Chapman and Cutler LLP, Chicago, Illinois, as Bond Counsel (the “Bond
Counsel”) who has been retained by, and acts as, Bond Counsel to the District. Bond Counsel has not
been retained or consulted on disclosure matters and has not undertaken to review or verify the
accuracy, completeness or sufficiency of this Official Statement or other offering material relating to the
Bonds and assumes no responsibility for the statements or information contained in or incorporated by
reference in this Official Statement, except that in its capacity as Bond Counsel, Chapman and Cutler
LLP has, at the request of the Underwriters, supplied the information under the heading “TAX
EXEMPTION” and reviewed the statements describing its approving opinion, to determine whether
such descriptions are accurate summaries in all material respects. The review was undertaken solely at
the request and for the benefit of the Underwriters. Chapman and Cutler LLP will also pass on certain
matters for the Underwriters. Certain legal matters will be passed upon for the District by its counsel,
Meltzer, Purtill & Stelle, Schaumburg, Illinois.

UNDERWRITING

The Underwriters, Raymond James & Associates, Inc., Chicago, Illinois, as senior managing
underwriter, and PMA Securities Inc., Warrenville, Illinois (the “Underwriters”), have agreed, subject to
the terms of a bond purchase contract (the “Purchase Contract”) to purchase the Bonds from the District.
The Purchase Contract provides, in part, that the Underwriters, subject to certain conditions, will
purchase from the District the aggregate principal amount of Bonds for a purchase price as set forth
therein. The Underwriters have further agreed to offer the Bonds to the public at the approximate initial
offering prices as set forth on the inside cover hereto. The Underwriters may offer and sell the Bonds to
certain dealers and others at prices lower than the offering prices stated on the inside cover hereto. The
offering prices may be changed from time to time by the Underwriters. The aggregate underwriting fee
equals 0.445 percent of the par amount of the Bonds.
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The Purchase Contract provides that the obligations of the Underwriters are subject to certain
conditions, including, among other things, that there has not been any event, court decision, proposed
law or rule that may have the effect of changing the federal income tax incidents of the Bonds. The
Purchase Contract further provides that the District will provide to the Underwriters within seven
business days of the date of the Purchase Contract sufficient copies of the Official Statement to enable
the Underwriters to comply with the requirements of Rule 15¢2-12(b)(4) under the Securities Exchange
Act of 1934, as amended.

THE OFFICIAL STATEMENT

This Official Statement includes the cover page, reverse thereof and the Appendices hereto.

All references to material not purporting to be quoted in full are only summaries of certain
provisions thereof and do not purport to summarize or describe all the provisions thereof. Reference is
hereby made to such instruments, documents and other materials for the complete provision thereof,
copies of which will be furnished upon request to the District.

Accuracy and Completeness of the Official Statement

This Official Statement has been approved by the District for distribution to the Underwriters of
the Bonds.

The District’s officials will provide to the original purchaser of the Bonds at the time of delivery
of the Bonds, a certificate confirming to the purchaser that, to the best of their knowledge and belief, the
Official Statement, with respect to the Bonds, at the time of the sale and delivery of the Bonds, was true
and correct in all material respects and did not at any time contain an untrue statement of a material fact
or omit to state a material fact required to be stated, where necessary to make the statements, in light of
the circumstances under which they were made, not misleading.

/s/ Elizabeth S. Kessler, MBA, CPRP
Executive Director

McHenry County Conservation District
McHenry County, Illinois
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PROPOSED FORM OF OPINION OF BOND COUNSEL
[LETTERHEAD OF CHAPMAN AND CUTLER LLP]

[TO BE DATED CLOSING DATE]

We hereby certify that we have examined certified copy of the proceedings (the
“Proceedings”) of the Board of Trustees of the McHenry County Conservation District,
McHenry County, Illinois (the “District”), passed preliminary to the issue by the District of its
fully registered General Obligation Bonds, Series 2007 (the “Bonds”), to the amount of
$73,000,000, dated July 12, 2007, due on February 1 of the years and in the amounts and bearing

interest as follows:

YEAR OF PRINCIPAL RATE OF
MATURITY AMOUNT INTEREST
2012 $ 5,000 4.000%
2022 10,730,000 5.000%
2023 11,270,000 5.000%
2024 11,830,000 5.000%
2025 12,425,000 5.000%
2026 13,045,000 5.000%
2027 13,695,000 5.125%

the Bonds due on or after February 1, 2022, being subject to redemption prior to maturity at the
option of the District as a whole or in part in any order of their maturity (less than all of the
Bonds of a single maturity to be selected by the Bond Registrar), on February 1, 2017, or on any
date thereafter, at the redemption price of par plus accrued interest to the redemption date, as
provided in the Proceedings, and we are of the opinion that the Proceedings show lawful
authority for said issue under the laws of the State of Illinois now in force.

We further certify that we have examined the form of bond prescribed for said issue and
find the same in due form of law, and in our opinion said issue, to the amount named, is valid
and legally binding upon the District, and all taxable property in the District is subject to the levy
of taxes to pay the same without limitation as to rate or amount, except that the rights of the
owners of the Bonds and the enforceability of the Bonds may be limited by bankruptcy,
insolvency, moratorium, reorganization and other similar laws affecting creditors’ rights and by
equitable principles, whether considered at law or in equity, including the exercise of judicial
discretion.



It is our opinion that, subject to the District’s compliance with certain covenants, under
present law, interest on the Bonds is excludable from gross income of the owners thereof for
federal income tax purposes and is not included as an item of tax preference in computing the
alternative minimum tax for individuals and corporations under the Internal Revenue Code of
1986, as amended, but is taken into account in computing an adjustment used in determining the
federal alternative minimum tax for certain corporations. Failure to comply with certain of such
District covenants could cause interest on the Bonds to be includable in gross income for federal
income tax purposes retroactively to the date of issuance of the Bonds. Ownership of the Bonds
may result in other federal tax consequences to certain taxpayers, and we express no opinion
regarding any such collateral consequences arising with respect to the Bonds.

We express no opinion herein as to the accuracy, adequacy or completeness of any
information furnished to any person in connection with any offer or sale of the Bonds.

In rendering this opinion, we have relied upon certifications of the District with respect to
certain material facts within the District’s knowledge. Our opinion represents our legal
judgment based upon our review of the law and the facts that we deem relevant to render such
opinion and is not a guarantee of a result. This opinion is given as of the date hereof and we
assume no obligation to revise or supplement this opinion to reflect any facts or circumstances
that may hereafter come to our attention or any changes in law that may hereafter occur.
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INDEPENDENT AUDITOR’S REPORT

The Honorable President

Members of the Board of Trustees
McHenry County Conservation District
McHenry, Ilinois

We have audited the governmental activities, each major fund, and the aggregate remaining fund
information of the McHenry County Conservation District as of and for the year ended March 31 s
2006, which collectively comprise the McHenry County Conservation District’s basic financial
statements as listed in the accompanying table of contents. These basic financial statements are
the responsibility of the McHenry County Conservation District’s management. Our
responsibility is to express opinions on these basic financial statements based on our audit.

L

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America. Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the basic financial statements are free of materiaf

misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and -
disclosures in the basic financial statements. An audit also includes assessing the accounting r
principles used and significant estimates made by management, as well as evaluating the overall '

basic financial statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material o
respects, the respective financial position of the governmental activities, each major fund, and the T
aggregate remaining fund information of the McHenry County Conservation District, as of "
March 31, 2006, and the respective changes in financial position for the year then ended, in

conformity with accounting principles generally accepted in the United States of America. a

| Sp———

The Management’s Discussion and Analysis and the other required supplementary information

listed in the table of contents are not a required part of the basic financial staternents 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 information.
However, we did not audit the information and express no opinion on it.
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Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the McHenry County Conservation District's basic financial statements.
The individual fund schedules as listed in the table of contents are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The individual
nonmajor fund schedules have been subjected to the auditing procedures applied in the audit of
the basic financial statements and, in our opinion, are fairly presented in all material respects in
relation to the basic financial statements taken as a whole.
The other supplemental information listed in the table of contents was not audited by us and,
accordingly, we do not express an opinion thereon.

et (R

Aurora, lllinois
June 29, 2006
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MANAGEMENT DISCUSSION AND ANALYSIS

complete perspective of the District’s financial condition,
with the District’s basic financial statements and footnotes,

PROFILE OF THE DISTRICT

Created by a group of ecologically conscientious citizens in 1971 and supported by the Ilinois Conservation
District Act of 1963, the McHenry County Conservation District began with the mission to preserve open space,
and to provide environmental education programs and resources for recreational opportunities to the public.
Thirty-five years later, the McHenry County Conservation District (MCCD) continues as a special district
governed by a seven-member Board of Trustees appointed by the McHenry County Board.

MCCD has its own taxing authofity to accomplish its mission of preservation, education, and recreation. The
majority of funding for the District is generated through a tax levy not to exceed 1/10" of one percent of the

acquisition and site improvements. The funding requirements for the levy and budget are guided by District
goals and objectives. These goals are approved by the MCCD Board of Trustees.

FINANCIAL HIGHLIGHTS
The key financial highlights for fiscal year 2006 are as follows;

* The assets of the District exceeded liabilities By $67,707,416 as of March 31, 2006. $3,580,715 of this
amount is unrestricted net assets and are available to meet the on-going needs of the government,

$11,535,655 is restricted for specific purposes and $52,591,046 is invested in capital assets, net of relzted
debt.

~ The District’s net assets decreased by $2,539,93_:9 during the fiscal year. This is largely the result of fwo
prior period adjustments, which collectively reduced net assets by $9,998,131. A detailed explanation of the
adjustments is provided in the discussion of Net .A}ssets of this report.

/o As of March 31, 2006 the District’s governmental funds reported a combined ending fund balance of
$21,464,644. This is an increase of $1,942,248 fromthe prior year or 9.9%. The District made several prior
period adjustments which had a net increase to the fund balance of $4,302,555. A detailed explanation of the
adjustments is provided in the Governmental Fund Financial Analysis of this report.

Jo  $3,519,108 or 16% of the combined ending fund balance constitutes unrestricted fund balance, which is-
available for spending at the District’s discretion.

* More then $3.9 million dollars were expended to acquire almost 393 acres of open space and develop and
improve current land holdings and facilities.

¢ The District’s equalized assessed value (EAYV) for all taxable properties grew from $7,705,547,977 to
$8,564,661,998 or by 11.1%.

(See independerit auditor’s report)
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o The Dlstnct’s debt margin as of %#!an:h 31, 2006 was $61,850,419, This is $1'7 449,716 more than last year.

e The District did not issue new debt during tbe current fiscal year, ' -

OVERVIEW OF THE FINANCIAE STATEMENTS

The McHenry County Conservation Bistrict’s basic financial statements comprise three components: 1)
District-wide financial statements; 2_)_--‘[2;;“:!' Financial Statements; and 3) Motes to the Financial Statements.
Required Supplementary Information is inclided in addition to the hasic financial statements.

District-wide Financial Statemeu!s are ‘designed to provide readers with a broad overview of the District’s
finances, in accordance with full sGORA accounting concepts, in a manner similar to a pnvate—sector business.
Revenues are recognized as soon’ a&ﬂre:y are earned, and expenses are recognized as soon as a liability is
) mcun'cd, regardless of the timing af theaashﬂnws‘

The statement of net assels presents mfﬁmhon on all of the Dminc!’s assets and liabilities, with the difference
between the two reported as ret asséls. Over time, increases and deereases in net agiets may serve as a useful
indicator-of whether the financial position of the District is improving or deteriorating.

The statement of activities presents i mfunmnnn showing how the District's net assets changed dunng the most
recent fiscal year. All changes in N6} -A8sets are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timifig of the related cash flows. Certain revenues and expenses are reported in
this statement for items that will on¥y result in cash flows in future fiscal periods such as uncollected taxes and
earned but unused vacation leave. } 1

The District-wide financial staternents can b found on P‘agés 3and 4 of thisreport, - -.. -

Fund Financial Statements- A fund is a gmupmg of related accounts that is used io maintain control over
_ resources that have been segregated’ ‘for spemﬁc activities or objectives. The Disttict, like other state and local
governiments, uses fund accounhng fo ensiire and demonstrate compliance vm‘h finance-related legal
requirements. The District has only epe type- of fund: governmental funds.

Governmental funds are used to acéommtfor essentially the same functions reported as governmental activities
in the District-wide financial statcmants__ However, governmental fund financial statéments focus on near-term
~ inflows and outflows of expendable fésources; as'well as.ori the balance of expendable resourcés availdble at the
end of the fiscal year. This informaiériis useful in evaluating the District’s near-term financing requirements.
Because the focus of governmenial fiids is narrower xhan that of the District-wide ﬁnancnal statements, it is
useful to compare the mfonnahon‘p‘"mssnteé for -governmental finds with similar information presented for
governmental activities in the Distoot-wide financial statements. By doing so, readers may better understand
the long-term impact of the District’s neaf-term finaricing decisions. Both the governmerital fiind balance sheet
and the governmental fund staterdém-of reveriue, expenditures, and changes in fund balances provide a
reconciliation to facilitate this companson between governmental funds and governmental activities.

The District maintains four mdivxdual governmental funds. Information is prcscntcd separately in the
governmental fund balance sheet Aijstatement of revenues, expenditures, and changes.in fund balance for the
General Fund, Debt Service Fund and Gapital Projects Fund, which are considéred to be major funds.
Information for the Special Revenue Fisurance Fund is pregented as a non-major fund and included in the other
governmental fund caption in the fiiaiial statements. -

LSée independent auditor’s report)
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The governmental fund financial statements can be found on pages 5-8 of this report.

Notes to the Financial Statement provide additional information that is essential to a full understanding of the
data provided in the District-wide and fund financial statements,

The notes to the financial statements can be found on Pages 9-24 of this report.

Required Supplementary Information is presented concerning the District®

s General Fund budgetary schedule, »
the IMRF (Illinois Municipal Retirement Fund) and the District’ i

s IMRF pension schedule. The District adopts

- A budgetary comparison schedule has been provided for
the General Fund to demonstrate compliance with this budget. The IMRF and pension schedule have been

provided to present IMRF’s progress in funding its obligation to provide pension benefits to District emplovees.

Required‘supplementary information can be found on Pages 25-28 of this report.

DISTRICT-WIDE FINANCIAL ANALYSIS: Tt
2L IRICT-WIDE FINANCIAL ANALYSIS ,

The District-wide financial statements include all governmental and
District has only governmental activities and no proprietary activitie
reported in the government-wide financial statements.

proprietary activities of a government. The
s, therefore only governmental activities are

Statement of Net Assets. As noted earlier, net assets ma
financial position. As of March 31, 2006, the District,
decrease of $2,539,939 or 3.6% from the previous year.

y serve over time as a useful indicator of a District’s
assets exceeded liabilities by $67,707,416. This is a
The following table reflects a condensed comparative

statement of net assets.
District’s Net Assets
For the Fiscal Years Ended March 313
2006 2005
Assets:
Current and other assets $ 37,063,531 3 36,764,012
Capital Assets ‘ 132,071,165 124,615,937
Total Assets ) $ 169,134,696 $ 161,379,949
Liabilities:
Current and other liabilities 14,658,769 3,363,261
Long-term liabilities 85,675,391 87,769,333
Total liabilities . 101,427,280 91,132,594
Net Assets:
Investment in capital assets,
net of related debt ‘ 52,591,046 46,489,024
Restricted 11,535,655 5,248,884
Unrestricted 3,580,715 18,509,447
Total net assets $ 67,707,416 $ 70,247355

Current assets include cash, short-

term investments and receivables of the District. The total current assets
increased by $299,519 dollars durin

8 the current fiscal year. This increase was largely the result of the property

(See independent auditor’s report)
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tax and grant receivables collectively increasing approximately $1 million dollar, netted against a reduction of
cash and short- term investments of approximaigly $700,000.

Capital assets included land and and improvement, buildings and improvements, fixtures and equipment and
vehicles. Changes in the Capital assets will be discussed below in the Capital Asset section.

Current liabilities include accounts payable, accrued liabilities, and deferred tevenue. The increase of
$12,388,628 is largely due to a prior period accounting adjustment. In the District’s first efforts to begin
compliance with GASB 34 for the fiscal year énded March 31%, 2003, the District begin recognizing property
taxes ‘levied’, but not collected, as revenue in the fiscal year the levy wos made, Because the property taxes
from the ievy are not utilized to finance expenditures of the current fiscal period, they are more appropriately
classified as deferred revenue. The District Tias made a prior period adjustment of $12,053,018 to record the
deferred revenue and adjust the fund balance. (This aligns the property tax reévenue recognized in the
Government-Wide Financial Statements with the amount recognized in the District’s Fund Financial
Statements.)

Long-term liabilities consist mainly of bends p-ayablc. Long-term liabilities will be discussed in.the Long-term
Debt section below. ..

The largest portion of the District’s met assets'is the $52,591,046 invested in capital assets net of related debt and
makes up 78% of the total net assets. Net assets invested in capital increased $6.1 million dollars or 13% over
the prior period. The increase is the result of acquiring $7.6 million dollars of land and investing $1.1 million
dollars in site and trail developments and improvements. (This is netted against the increased accumulated
depreciation.) Although the District’s investnient in its capital assets is reported net of related debt, it should be
noted that the resources needed to repay this dcbt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities. oo

An additional portion of the District’s niet assets, $11.5 million or 16.7%, represents resources Jhat are ‘subject to
restrictions on how they may be used. The restricted net assets include asscts held for the specific purposes of
debt service, land acquisition, schotarships, site improvements and tort liability. The total restricted net assets
increased by $6.3 million dollars from the previous year, This substantial increase is due to the following
reclassifications: o

o Assets (comprised of cash and cash equivalents) legally restricted for purposes of tort liability and loss
controf were not identified as restricted in the prior year. This represents a $130,073 increase over the
prior period.

o Assets (comprised of cash, cash equivalents and investments) that were generated from the issuance of
debt and grant recoveries are restricted for land acquisition and capital improvements, but were not
reported as restricted in the prior year. The prior year's understatement of restricted net assets was
approximately $12.5 million dollars.

The remaining balance of unrestricted net assets of $3,580,715 may be used to meet the District’s ongoing
obligations to cifizens and creditors. This rcpresents a $14.9 million dollar decrease in unrestricted net assets
from the prior year. As noted carlier, this is largely due to the fact the $12.5 million dollars of restricted net
assets were classified as unrestricted in the previous period. The District is able to report positive balances in all
three categories of net assets. This is consistent with the prior year.

The District has restated the prior period ending Net Assets and this is explained in detail below in the ‘Change
in Net Assets’ section of this report.

The Statement of Net Assets can be found on page 3 of this report.

{See independent auditor’s report)
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Change in Net Assets. The Following table summarizes the District’s changes in Net Assets for the current
reporting period and the prior period ended March 3 }“, 2005.

PR T R S . .
. ot - - LA - . .

Lime o ctamin

The District has made prior period adjustments that collectively net to $9,998,131 and the net assets have been

ustments can be found in the Notes to Financial Statements on page
ustments are as follows:

adjusted accordingly. A schedule of the adj
24 of this report. The explanation of the adj

District’s Change in Net Assets
For the Fiscal Years Ended March 31* -

%
2006 2005 Variance
Revenues:

Charges for services $ 747,041 $ 942992 -20.8%
Grants 753,875 1,431,188 -47.3%
Tax revenues 12,3 12,_554 12,287,775 0.2%
Investment earnings 863241 442,572 95.1%
Contributions 4,001,643 . 0 N/A
Other sources 40,477 226490  -117.9%
Total revenues $ 18,718,831 $14,878,037 253%

t

Governmental activitics:, |
General government - 1,277,582 1,356,349 -5.8%
Operations and programs 5,073,036 5,442,435 -6.8%
Land develop. & acquisition 717,991 173,650  313.5%
Interest on long-term debt 4,073,667 4,544,626 -10.4%
Other expenses : 118,363 56,749  108.6%
Total expenses . $11,260,639 $11,573,809 -2.7%
Change in net assets 7,458,192 3,304,228 125.7%
Net assets - beginning 70,247,355 66,943,127 4.9%

Prior period adjustments (9,998,131) 0

Net assets -April 1st restated $ 60,249,224 $66,943,127 -10.0%
Net Assets March 31st $ 67,707,416 $70,247,355 -3.6%

Recognize property tax revenue in the proper period. As previously noted, in the District’s first
efforts to begin compliance with GASB 34 for'the fiscal year ended March 31%, 2003, the District begin
recognizing property taxes ‘levied’, but not collected, as revenue in the fiscal year the levy was made.
Because the property taxes from the levy are _‘Inot utilized to finance expenditures of the current fiscal
period, they are more appropriately classified as deferred revenue. The District has made a prior periad

“adjustment $12,053,018 to record the deferrec’l revenue and the overstatement of revenue in the prior

period.

(See independent auditor’s report)
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» Recognize grant revenue in the-proper period. In 2002, the District was awarded a $2,000,000
OSLAD matching grant for the purposes of land acquisition and development of a specific site.
Substantially all parcels refated (o the grant had been acquired prior to the 2005 fiscal year, but no
receivable or revenue had been mccgmzed in the prior periods. The District also was awarded two
lesser granis to develop sites t@ling $153,059 in prior years. A portion of the required work was
completed in the prior perigd 7ind $54,887 of the associated revenue should have been recognized
accordingly. The District has made a prior period adjustment to reflect the understatement of revenue in
the prior period.

Governmental Activities. The ravénups-and expenditures resulting from the District’s operations are discussed

below. The following table shows z comparative summary of revenues for the District for the fiscal years ended
March 31%

‘Coihparative Summary of Revenues

. %
2006 2005 Variance
Tax revenues ) 3 12,312,554 $12,287,775 0.2%
Grants . 753,875 1,431,188 -47.3%
Rental income 593,547 638,158 -7.0%
Programs & serviges 165,636 304,334 45.7%
Investment incomé 863,241 442572 95.1%
Contributions 4,001,643 - N/A
Gain (loss) on disposal assets 28,335 (226,490) -112.5%
Total Revenues $ 18,718,831 § 14,878,037 25.8%

In order to facilitate a better understanding of the District’s sources of revenue and a more meaningful
comparison between the years, it is important to understand:

Grant Revenues: Substantially alf Grant revenues are tied to specific new developments and one-time projects
and do not fund or support the ‘on-gying’. operational needs of the District. Therefore, the grant related
revenues fluctuate from year-to-year, depéiding on the projects identified by the District, their success at

attracting available grant funding, and thejr ability to make progress on the project in order to recognize the
revenue,

Contributions: Contributions arc not considered a source of funding for the on-going operations of the District.
The $4,001,643 for the fiscal year ended March 31" 2006 is largely the result of a one-time donation of land
valued at $4 million dollars.

Gain/(loss) on Disposal of Capital Assets: The $28,335 is the result of the sale or disposition of fixed assets
and is not considered as ‘on-going’ soiree of revenue for the District.

Tax revenues include property taxes of 312,146,911 and represent 65.8% of total revenues for the period. When
the ‘one-time’ sources of grant revenues, contributions, and gain/(losses) on disposal of capital assets are
excluded from total revenues, the p;qye.rty tax revenues account for 83.7% of total on-going revenues. The 2%

increase in tax revenues as shown sbove is not reflective of the actual increase for the current reporting year.
As previously explained in the discussion of Changes in Net Assets, this is due to property tax revenues being

{See independent auditor’s report)
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overstated in the prior period. Using this approach, the property tax revenue that would have been reported for

. fiscal year 2005 is $11,686,411. The 2006 property tax revenue of $12,146,011 is a 3.9% jncrease over the

adjusted 2005 property tax revenue and is

fjus| consistent with the annual increases in tax dollars experienced by the »
District over the last several years. -

Tax Revenues $5.4 million dollars of the 2006 property tax revenues are designated to the General Fund to
support the on-going operations of the District. This represents a $342,964 or 6.8% increase over the previous
year. The District received $6,565,482 in tax revenues to service debt. This is a 2.2% increase over the grior
year. Grant revenues were down $677,313 or 47% from the prior period. However, as previously noted, the

timing of the recognition of grant revenue is such that there will be fluctuations form year to year. The

reduction in grant revenues does not significantly impact the financial performance of the District as the District
does not rely on grant revenues to support the on-going operations of the District.

Expenditures. The following table shows a comparative summary of expenditures for the District for the fiscal
years ended 2006 and 2005. '

Comparative Summary of Expenses

; %

Expenses: 2006 2005 Variance

General government $ 1,277,582 $ 1356349 -5.8%

Operations & services 5073,036 4,991,604  1.6%
Land development and

acquisition 836,354 712,866  17.3%

Debt service 4,073,667 4,544,626 -10.4%

_ Other expenses - (31,636) -100.0%

Total Expenses $11,260,639 $11,573,809 -2.7%

For the most part, expenses closely paralleled inflation, which based on the national Consumer Price Index, ‘was
3.4% for the calendar year ended December 31,2005. This is not reflective in the percentage variance for total
expenses from fiscal year 2006 vs. fiscal year 2005, due to several factors, which include the following:

* There was a one-time expense of $72,000 for early retirement incentives in fiscal year 2005.

* The District became a member of the Park District Risk Management Agency (PDRMA) in the last
quarter of fiscal year 2005. PDRMA is a self-insured intergovernmental risk management pool which

provides the District with all it’s general and commercial liability insurance. Asa result of this change,
the District realized a $27,439 savings il related insurance costs.

= In 2005, the District reported $83,000 of contractual costs of labor associated with land acquisition,-
development and restoration projects, as operational wages.  In 2006, these costs have not been
included as Operational wages, but have been more appropriately included as part of the Land
Development and Acquisition costs. This, combined with increased depreciation expense from land and

site developments, also accounts for the 17.3% increase in the Land Development & Acquisitions costs
from fiscal year 2005 to 2006.

* In February of 2005, the District refunded: (refinanced) $58,490,000 of outstanding bonds. The

refunding resulted in reduced debt service payments and an over-all savings to the District of
$3,602,710 over the remaining life of the bonds,

(See independent auditor’s report)

- MD&A 7 -



The following chart shows the operational expenses by department as a percentage of total governmental
activities. In order to better illustrate the allocation of resources by operational department, expenses related to
land acquisition and development and interest én debt have not been included. There has been no significant
changes in the allocation of resources to deparimental operations from the previous year.

Operational Expenses by Department
Fiscal Year Ended March 31, 2006

Public Relalions  pesearch Field
5% Station

Ganeral Gavl
20%

Education
1%
Natural Resource
Managament
12%
Police & Safety
Land & Faciities 12%

Management
31%

GOVERNMENTAL FUND FINANCIAL ANALYSIS:

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance thh finance-related
legal requirements. The focus of the District’s governmental funds is to provide information on near-term
inflows, outflows, and balances of spendable resources. Such information is useful in assessing the District’s
financing requirements.

Govermnmental funds. The general government functions are presented in the General, Special Revenue, Debt
Service, Capital Project Fund.

As of the end of the current fiscal year, the District’s governmental fimds reported combined ending fund
bajances of $21,464,644 an increase $1,942,248 or 9.9% over the prior year of $19,522,396. The increase is the
result of the General Fund balance increasing $5.8 million and the Capital Projects fund balance decreasing $3.9
million. The Funds are discussed in detail below.

General Fund
The general fund is the main operating fund of the District. At the end of the current fiscal year, the total fund

balance of the general fund was $14,341,452, or $5,7914,686 over the previous year. The increase in the
General Fund is due to the following:

= The majority of grants received by the District are matching or reimbursement grants. These grants
require the District to expend a certain amount of resources toward a grant related project. The District
is reimbursed once the project is completed according to the terms of the grant. GAAP requires that a
receivable be recognized at the fund level for the portion of expenses incurred, even though the project
may not be complete or reimbursements received. In prior years the District has recognized this

(See independent auditor’s report)
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receivable at the government-wide level, but has not properly recognized this receivable at the ﬁind
level. To adjust related grant receivable and revenue, the District has made a prior period adjustment of
$4,032,669 to the General Fund’s reserved fund balance.

GAAP requires that a lia'bility and expense be recognized for compensated absences (such as vacation
and sick leave) that are earned, but not yet paid. Under modified accrual accounting, this liability
should only be recognized when due- that is when any employee leaves the employment of the District.
In prior years, the District has recorded a liability and related expense for all accrued compensated
absences at the fund level. The District has made a prior period adjustment to remove this liability and
increase the General Funili’s unreserved fund balance by $340,583.

During the fiscal year 2003, a series of audit adjusting entries were made relating to the recording of
grant revenues. There was considerable debate over whether grant revenues which were reimbursing
projects that were completed with bond debt proceeds should be recorded to the General or Capital
Projects funds. For fiscal year 2003 it was determined that the proceeds should be recorded to the
Capital Projects fund. During 2004, the initial decision was reversed and it was determined that the
bond proceeds should not be co-mingled with grant recoveries, but should be recognized separately. As
such, they were recorded:to the General Fund and a series of entries and prior period adjustments were
made to adjust the 2003 revenues and related grant receivables. However, the ‘interfund’ balances have
remained off by $350,063 since that time. The District has made a prior period adjustment to increase
the General Fund's reserved fund balance and decreasing the Capital Project’s fund.balance bv
$350,063.

The District did not recognize a liability for property taxes owed, but not paid for the pnor fiscal yea:
ended March 31*, 2005.: The District has made a prior period adjustment, resulting in a decrease of
$70,487 to the General Fund s unreserved fund balance.

The District’s total operating revenues exceeded total operating expenditures by $1,138,858 resulting in
an equivalent increase to'the General Fund’s fund balance. This includes $753,875 of reimbursement
grant revenues which are restricted for future capital projects and therefore included in ‘Reserved’ Fund
Balance. When the grant revenues are excluded from total revenues, the District’s operatmg revenues

form regular on-going opérations exceeded cxpendxtures by only $384,983.
1

$10,822,344 of the General Fund’s fund balance is reserved for scholarships, land acquisition and land
improvements. This is an increasg in reserved fund balance of $6,360,081 from the previous year. The increase
in reserved fund balance is largely due to the following:

Prior period adjustmcnfs of $4,382,732 as explained above.

Recognition of $1,075,830 of grant revenues and related interest eamnings in the current reporting;
period which are reserved for future capital projects.

1
The prior period understated reserved fund balance and overstated unreserved fund balance by
approximately $900,000

The unreserved fund balance of $3,519,108 represents a decrease of $568,395 from the previous period,
however the prior year’s unreserved balance should have been reported as approximately $3,185,984. The
unreserved fund balance as of March 31%, 2006 represents an increase of approximately $333,124 over the
adjusted prior year- end balance. *

As a measure of the General funds liquidity, it may be useful to compare both unreserved fund balance and total
fund balance to total fund expenditures. The unreserved fund balance represents approximately 55% of tota)
current fiscal year general fund expenditures, while total fund balance represents 224%of the same amount.

(See independent auditor’s report)
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Capital Projects Fund

The Capital Projects fund provides for the majority of the District's land acquisitions and site and trail
developments. It consists of remaining proceeds from a 2001 bond débt issudnce and the investment earnings
on those proceeds, all of which are restricted for land acquisition and improvements. The Capital Projects fund
balance decreased by $3.9 million during the current fiscal year as the Distriot expended 52.8 million dollars to
acquire 393 acres of open space and an additional $1.1:million to develop and improve sites and trails.

Debt Service Fund

Principal and interest payments on the District’s outstanding debt are made from the Debt Service Fund. The
debt service payments are made from the receipt of property tax revenues which are legally restricted for the
liquidation of the debt. The Debt Service fimd balance grew to $583,238 for the reporting period. This is an
increase of $95,024 over the prior period’s balance and largely due to a consistently high collection rate of
property tax dollars and rising investment yields. The District will consider a tax abatement during the next
property tax levy period to reduce this surplus.

Special Revenue Fund

The Special Revenue Fund provides for the District’s risk management and loss control needs, including general
and commercial liability insuranee. During the current fiscal year, revenues exceeded expenditures by $21,897
and fund halance increased accordingly to $130,073.

GENERAL FUND BUDGET GHLIGHTS

In May of each year, after a public hearing, the Board approves a Final Budget. For the year ended March 31,
2006, the final budget was not amended; therefore, the final budget served as both the original and final budget
for the fiscal year 2006. Budget to actual statements and schedules for the General Fund are provided starting on
page 29 of the Financial Statements. Significant variances from hudgeted and actual revenue and expenditures
include the following:

¢ Actual revenixe_s were less then budgeted by $3,366,346. This is largely the result of timing differences
in the anticipated progress of grant related projects during the budgeting process and the actual
accomplishments during the fiscal year. Grant revenues actually recognized were approximately $3.4

million less then budgeted. As previously noted, this has very little impact-on the financial position of -

the District, as grant revenues do not support regular operations, but rather fund specific projects. The
District does not use ‘operational” revenues to fund the initial costs of grant projects, but rather relies on
either bond proceeds or the actual receipt of prior grant recoveries.

» Interest on investments exceeded budget by $247,466 as the District uses a conservative approach to
forecast the interest rate environment for budgeting purposes.

o The District performed a comprehensive review and revision of its compensation system. The budget
included implementation of the new system at the start of the fiscal year, but the implementation did not
actually take place until the last quarter of the fiscal year. Additionally, several positions were budgeted
for, but remained unfilled for portions of the year, Collcctwcly, these accounted for a savings in actual
salary and related benefits costs of $280,967 .

» The District appropriated and budgeted to expend $7,057,463 of the existing funds reserved for land
acquisition. Land acquisition opportunities were not realized beyond those which were funded from the
Capital Projects fund. This results in actual General Fund expenses being lower then budgeted by this
amount.

(See independent auditor’s report)
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CAPITAL ASSETS AND LON=G-TERM DEBT ACTIVITY

]
Capital Assets. Below is a comparative summary of District’s capital assets. The District’s financial
statements present capital asset§ in two groups:. those assets subject to depreciation, such buildings and

-1

improvements, equipment and vehicles, and those assets not subject to depreciation such as land and
construction-in-progress. .
: |

McHenry County Conservation District's- Capital Assets

(Net of Depreciation)
I
' 2006 2005
Capital assets, not bemg depreciated:
Land 3 119201,183 § 112,186,975
Projects in Progress " 1,096,979 896,589
Total capital assets, not depreciated 120,298,162 113,083,564
Capital assets, being depreciated (net):
Land Improvements and Roads 6,936,295 6,361,223
Building and Improvements 4,142,983 4,398,373
Furniture & Equipment o 437,135 492,384
Vehicles ! 256,590 280,393
Total capital assc':ts, depreciated 11,773,003 11,532,373

Governmental actiw%ities capital assets,net $ 132,071,165 § 124,615,937
- l . R

The District’s investment in capital assets for governmental activities, net of accumulated depreciation at March
31, 2006, totals $132,071,165. This is an increase of $7,455,228 over the prior year. This investment includes
land, land improvements (both completcd and in progress), roads and improvements, buildings, vehicles, and
furniture and equipment, |

Major capital asset events during 'the current fiscal year included the following:

o  $2.8 million dollars were mvested to acquire 393 acres of open space. This brings the total District owned
lands to 20,021acres as of March 31%, 2006.

o The District acquired a 129.44 acre parcel valued at $4,000,000 through a donation.
¢ The following major site dcvelopments and improvements were completed:

o $340,000 dollars were invested to complete a 3.5 mile hiking and biking trail between the cities 01
Union and Marengo

o $170,000 dollars were invested to complete and open the Pleasant Valley Conservation area. The:
site includes an entrance drive, parking areas, shelters, restrooms, a natural amphitheatre, trail
system and fishing pond ‘

o $120,000 dollars were invested in the replacement and upgrade of restrooms at three sites.

)
e Approximately $6.4 million dollars of bond proceeds remain in the Capital Projects fund which is available
for the future acquisition of land and improvements.

4

(See independent auditor’s report)
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Long-térm Debt. At the end of the fiscal year the District had total bonded debt outstanding of $85,890,000.
This is a decrease of $2,630,000 from the ptior year. As noted earlier, the District’s.debt service is funded from
a property tax levy which ensores the dontimued and timely retirement of debt’. The District did not issue any

‘new money’ bonds during the currentfiscal year. The District carried a doub!e “A" ratmg from both Standard
& Poor’s and Moody’s Ratings Services as of March 31, 2005.

As of December 31%, 2005, the Equalized Assessed Valuation of the sttnct was $8,564,661,998. This
represents an 11.1% increase from,tﬁe samg date of the prevxous year. This hag mgreased the District’s available

" . Debt limit by referendum from $43.4 million during the previous year to $61.9 million 2§ of March 31, 2006.

ECONOMIC FACTORS AND: EE}@I‘ YEAR’S BUDGET

¢ _ The average unemploymesnt rate for the District’s property tax base {McHenry County) for the current
fiscal year was 5.1%. This Is-the third consecutive year that the county has experienced a decline in the
unemployment rate. It is also- lower then the state average unemployment rate of 5.7% for the current
fiscal year.

¢ The population of McHenry County continues to grow steadily. The North East Planning Commission
estimates the population at-303,990 as of July 2005. This is an increase of 2.5% over the prior years
census of 296,389. This iélps fo ensure both a continued need for the District’ 5 sxtes and programs and
-a steady base to support them, ~

e The population growth has supported; and will likely continne tcu sustain a rise in the Equalized
Assessed Valuation of thé District. Over the last 5 years the annual average EAV growih rate has been
almost 10%.

All of these factors were considered i preparing the District’s budget for the 2_007‘ﬁséa1’ year. The District has
appropriated $269,630 of unréserved fimd balance to be spent in during the next budget cycle.

Reguests for Information -
This financial report is designed to prevxde-om cifizens, taxpayers, customers, and mvestors and creditors with a

general overview of the District’s finén¢es and to show the District’s accountability for the money it received.
We encourage all citizens to read-the audited financial statements and belicve that the new reporting format will
inform our fellow citizens of the progréss they have made toward “meaningful 6pen space” in McHenry County,
6ur home. If you have questions #b6ut thixreport or need additional fimancial-information, contact the McHenry
County ‘Conservation District at 18410 U.&nghway 14, Woodstock; Rlinois. 60098

-

(See independent auditor's report)
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MCHENRY COUNTY CONSERVATION DISTRICT

STATEMENT OF NET ASSETS
March 31, 2006
' ASSETS
Cash and cash equivalents $ 21,021,107
B Short-term investment 152,320
l" Property taxes receivable 12,633,745
Other receivable 31,044
ll Due from other governmental units 2,683,396
. Prepaid expenses 6,428
- Deferred charges 535,491
'f Capital assets
' Non-depreciable 120,298,162
Depreciable, net of accumulated depreciation 11,773,003
l_ ' Total assets 169,134,696
. LIABILITIES
Accounts payable 186,208
Y Accrued liabilities 218,419
, " Interest payable 688,493
. Deferred revenue 14,658,769
T Noncurrent liabilities
I ' ' Due within one year o 2,996,376
Iy Due in more than one year 82,679,015
| ' Total liabilities 101,427,280
I NET ASSETS
Invested in capital assets,
. aa net of related debt - 52,591,046
l Restricted for :
Tort liability 130,073
Scholarships 13,495
' Land improvement - Boger property : 88,527
. Land acquisition and site improvements _ 10,720,322
' Debt service 583,238
Unrestricted 3,580,715
I. TOTAL NET ASSETS $ 67,707,416
L See accompanying notes to financial statements.
l ) 3.



x MCHI'NRY COUNTY CONSERVATION DISTRICT
STATEMENT OF ACTIVITIES e
For the Year Ended March 31, 2006 -
Net (Expense) i _._
Revenue and o
Change in -
Program Revenues Net Assets
Charges Operating Capitat Goveramental i
FUNCTIONS/PROGRAMS Expenses for Services Grants Grants Activities
PRIMARY GOVERNMENT e
Govermnmental Activities —
Genera! government $ 1277582 § 674,056 § - % - 8 (603,526) L
Educational services 642,539 24,792 3,210 - (613,837) —
Police and safety services 760,928 - 3,969 - (756,959) -
Land facilities and management 2,013,777 - - - (2,013,777) =
Natural resources management 777,180 - 19,205 102,935 (655,036) -
Wildlife resources 164,261 - - - {164,261) o
Planning and development 247,529 - - - (247,529) S
Communications 305,399 - - - (305,399) -
Land development and acquisition 717,991 - - 623,852 (94,139) -
. Trail of history 47,464 48,193 - - - 729 .
i i Kishwaukee ecosystem project 108,808 - - - (108,808) T
5 Pipeline agreement - - - - - o
Boger project 9,355 . . - (9,555) -
Research field station 113,959 - - - {113,959) -
Interest on long-term debt 4,073,667 - - - (4,073,667) o
Total governmental activities $ 11,260,639 § 747,041 S 27088 § 726787 (9,759,723) -
General Revenues i
Taxes -
Replacement 165,643 =
Investment income 863,241 . =
Contributions 4,001,643
Miscellaneous 12,142 =
Gain (loss) on disposal of capital assets 28,335 |
Total 17,217,915 .
CHANGE INNET ASSETS ) 7,458,192 l
; NET ASSETS, APRIL1 70,247,355 '
Prior period adjustment 9,998.131) .l
- : ]
(A NET ASSETS, APRIL 1, RESTATED 60,249,224 :!
A =
NET ASSETS, MARCH 31 $ 67,707,416
1
Sec accompanying notes to financial stalenrents. l
.
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MCHENRY COUNTY CONSERVATION DISTRICT

ASSETS

Cash and cash equivalents
Short-term investment

Property taxes receivabie

Other recejvable

Prepaid items

Due from other governmental units
Due from other funds

TOTAL ASSETS

LIABILITIES AND
FUND BALANCES

LIABILITIES
Accounts payable
Accrued liabilities
Due to other funds
Other deferred revenue
Deferred revenue - property taxes

Total liabilities

FUND BALANCES

Reserved

Debt service

Tort liability

Scholarships

Land improvement - Boger property

Land acquisition and site improvements
Unreserved

General Fund

Special Revenue Fund

Capital Projects Fund

Tota] fund balances

TOTAL LIABILITIES AND
FUND BALANCES

BALANCE SHEET
GOVERNMENTAL FUNDS
March 31, 2006
Debt Capital Nonmajor Total
General Service Projects Governmental Governmental

$ 14,592809°¢g

$ 6428208 3

$ 21,021,107

152,320 - - 152,320
5731,826- 6,706,902 - 195,017 12,633,745
31,044 ¢ . - - 31,044

6,428 - - - 6,428
2,683,396 « , - - 2,683,396
547 583,238 - 165,560 749,345

$ 23198370 S 790,140 § 6428298 g 360,577 $ 37,277,385

5 132851 ¢ - 3 17870 § 35487 § 186,208
218,419/ - - - 218,419
748,798 vV . 547 - 749 345
2,025,024 - . . 2,025,024
5,731,826 6,706,002 - 195,017 12,633,745
8,856,918 6,706,902 18,417 230,504 15812,741

. 583,238 - . 583,238

. - . 130,073 130,073
13,495 - - . 13,495
88,527 - - - 88,527
10,720,322 - 6,409,881 - 17,130,203
3,519,108 : - - 3,519,108
14,341,452 583,238 6,409,881 130,073 21,464,644

$ 23,198370 $ 7,290,140 § 6,428,298 §

360,577 $§ 37,277,385

See accompanying notes to financial statements.
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MCHENRY COUNTY CONSERVATION DiSTRICT _

RECONCILIATION OF FUND BALANCES OF GOVERNMENTAL FUNDS TO THE
GOVERNMENTAL ACTIVITIESIN THE STATEMENT OF NET ASSETS

March 31, 2006

FUND BALANCES OF GOVERNMENTAL FUNDS

Amounts reported for governmentat activities in the
statement of net assets are different becaﬁsq:

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

Deferred charges for bond issuance cost are not
reported in the governmental futtds

Long-term liabilities are not due and payable in the
current period and, therefore, are fiot
teported in the governmentat funds
Bonds payable -
Unamortized loss of refunding
Compensated absences
Inferest payable

NET ASSETS OF GOVERNMENTAL ACTIVITIES

See accampanying hotes to financial statements.

-6-

$ 21,464,644

132,071,165

535,491

(85,890,000)
674,007

(459,398)

(688,493)
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MCHENRY COUNTY CONSERVATION DISTRICT

STATEMENT OF REVENUES, EXPENDITURES,

GOVERNMENTAL FUNDS

For the Year Ended March 31, 2006

AND CHANGES IN FUND BALANCES

REVENUES
Taxes
Property
Intergovernmental revenue
Rental income
Interest
Miscellaneous

Total revenues

EXPENDITURES
General government
Educational services
Police and safety services
Land facilities and management
Natural resources management
Wildlife resources
Planning and development
Communications
Land development and acquisition
Trail of history
Boger project
Research field station
Debt service
Principal retirement
Interest
Fiscal agent fees
Capital outlay

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Sale of capital assets

Total other financing sources (uses)
NET CHANGE IN FUND BALANCES
FUND BALANCES, APRIL |

Prior period adjustment

FUND BALANCES, APRIL 1, RESTATED

FUND BALANCES, MARCH 31

Debt Capital Nonmajor Total
General Service Projects Governmental  Governmental
$ 5381543 § 6,565482 § - s 199,886 § 12,146,911
919,518 - - - 919,518
593,547 - - - 593,547
458,839 88,099 316,303 - 863,241
167,279 - - - 167,279
7,520,726 6,653,581 316,303 199,886 14,690,496
1,043,197 2,594 - 177,989 1,223,780
573,824 - - - 573,824
698,817 - - - 698,817
1,750,245 - - - 1,750,245
812,640 - - - 812,640
152,957 - - - 152,957
179112 - - - 179,112
306,230 - - - 306,230
- - 3,932,599 - 3,932,599
47,464 - - . 47,464
9,555 - - - 9,555
108,489 - - - 108,489
- 2,630,000 - - 2,630,000
- 3,925,440 - - 3,925,440
- 523 - - 523
731,847 - - - 731,847
6,414,377 6,558,557 3,932,599 177,989 17,083,522
1,106,349 95,024  (3,616,296) 21,897 (2,393,026)
32,509 - - - 32,509
32,509 - - - 32,509
1,138,858 95,024 (3,616,296) 21,897 {2,360,517)
8,549,766 483214 10,376,240 108,176 - 19,522,396
4,652,828 - (350,063) - 4,302,765
13,202,594 488214 10,026,177 108,176 23,825,161
$ 14341452 $ 583238 S 6,400,881 § 130,073 § 21,464,644

See accompanying notes to financial statements.
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MCHENRY COUNTY CONSERVATION DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES TO THE
GOVERNMENTAL ACTIVITIES IN THE STATEMENT OF ACTIVITIES

For the Year Ended March 31, 2006

NET CHANGE IN FUND BALANCES -
TOTAL GOVERNMENTAL FUNDS : $ (2,360,517)

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

Govemnmental funds report capital outlays as expenditures. However,
in the statement of activities the cost of those assets is allocated over their
estimated useful lives and repnrted as depreciation expense. This is the
amount by which capital outlays exceed depreciation in the cument period. 4,507,848

The effect of various transactions involving capital assets (i.e. sales) is to
decrease net assets. (4,174)

Revenues in the statement of activities that do not provide current financial
resources are not reporied as revenues in the governmental funds. 4,000,000

The repayment of long-term debt is reported as an expenditure when due
in governmental funds but as a reduction of principal outstanding in the
statement of activities. 2,630,000

Changes in interest payable are reported only in the statement
of activities. {34,253)

Governmental funds report the effect of issuance costs, premiums, discounts,
and similar items when debt is first issued, whereas these amounts are deferred
and amortized in the statement of activities. This amount is the net effect of
these differences in the treatment of long-term debt and related items. (113,451)

Some expenses reported in the statement of activities do not require thic use of
current financia) resources and, therefore, are not reported as expendiiures
in governmental funds.

Change in compensated absences (118,815)
Depreciation - (1,048,446)
CHANGES IN NET ASSETS OF GOVERNMENTAL ACTIVITIES § 7,458,192

Sce accompanying notes to financial statements.
-8-
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MCHENRY COUNTY CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
March 31,2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a.  Reporting Entity

The District was established by the voters of McHenry County in 1971. Its purpose,
as defined, by the state statutes, is to acquire and maintain land as open space for
preservation, education, and recreation. The District is governed by a seven-member
board of trustees who are appointed by the McHenry County Board. The District has

authority to levy taxes and receives federa] and state grants for land acquisition and
development.

In evaluating how to define the reporting entity, management has considered all
potential component units as required by generally accepted accounting principles.

District. The District has determined there are no component units required to be
reported in the District’s financial statements, This District is considered by

McHenry County to be a component unit of the County and is included in the
financial statements of McHenry County.

b. Fund Accounting

The accounts of the District are organized and operated on the basis of funds. Funds
are independent fiscal and accounting entities with self-balancing sets of accounts.
Fund accounting segregates funds according to their intended purpose and is used to
aid management in demonstrating compliance with finance-related legal and

The following fund categories are used by the District:

Governmental Funds are used to account for the District’s general activities, The

General Fund is the primary operating fund; accounting for all financial resources not
required to be accounted for in another fund. Special Revenue Funds account for

! -9.
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MCHENRY COUNTY CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS (Gontinued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)
" ¢. Government-Wide and Fmdfmancxal Statements

The govcrnmcnt-w;de ﬁﬁanc:al statements (i.e., the statement of net assets and the
statement of activities) report information on all of the nonfiduciary activities of the
District. The effect ofmaterial intérfund activity has beea eliminated from these
statements. Govemnmental activifies, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which
rely to a significant extent ot fees and charges for support. -

* The statement of activities demonstrates the degree to which the direct expenses of a
given function, segmesit ot pmg'ram are offset by program revenues. Direct expenses are
those that are clearly ffertifable with a specific function or segment. Program revenues
include 1) charges t¢ customers or-applicants who purchase use, or directly benefit from
goods, services, or privilapes provided by a given function or segment, and 2) grants and
contributions that are restricted to meeting the operational or capital requirenients of a
particular function or segment. Taxes and other items not properly included among
program revenues aré reported instead as general revenues. Special items are significant
transactions within the control of management that are either unusua.l in nature or
infrequent in occurrence.” i
Separate financial statements are provided for governmental funds. Major individual
govermnmental fiinds are repoited as separate columns in the fund fitiancial statements.

The District reports the followmg ‘major governmental funds:

The General Furrd is the District’s primary operating fund It accounts for all
financial resources of the general government, except those required to be
accounted for in another fund.

The Debt Service Fund is used t6 account for the payment of principal and
interest on the District’s bonds, funded by an annual property tax levy.

The Capital Projects Fund is used to account for financial resources including bond
proceeds to be used for the acquisition or construction of majer capital facilities
other than those financed by proprietary, special assessment, or frust funds.

The District reports the following nonmajor governmental fund:
The Special Revenue Fund is used to account for the collection and disbursement

of earmarked monies for a particular purpose. The District’s only Special Revenue
Fund is the Insurance Fund.

-10-
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MCHENRY COUNTY CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) |

d

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liability is incurred. Property taxes are
recognized as revenues in the year for which they are levied (i.e., intended to finance).
Grants and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered
to be available when they are collectible within the current period or soon enough
thereafter to pay liabilities of the current period. For this purpose, the District considers
revenues to be available if they are collected within 60 days of the end of the current
fiscal period. Expenditures generally are recorded when a fund liability is incurred.
However, debt service expenditures are recorded only when payment is due.

The District reports deferred revenue on its financial statements. Deferred revenues
arise when a potential revenue does not meet both the measurable and available criteria
for recognition in the current period, under the modified accrual basis of accounting, or
is measurable but not eamed under the accrual basis of accounting. Deferred revenues
also arise when resources are received by the District before it has a legal claim to
them or prior to the provision of services, 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 District has a legal claim to the resources, the
liability for deferred revenue is removed from the financial statements and revenue is
recognized.

Investments

Investments with a maturity of less than one year when purchased and non-negotiable
certificates of deposit are stated at cost or amortized cost. Investments with a maturity
greater than one year when purchased are stated at fair value. Fair value is based on
prices listed on national exchanges as of March 31 for debt and equity securities.
Mutual funds, investment funds, and insurance separate accounts are valued at contract
value as of March 31.

-11-



MCHENRY COUNTY CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

f

Interfund Receivables and Payables

Activity between funds that are representative of lending/borrowing 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”.

Prepaid Items/Expenses

Payments made to vendors for services that will benefit periods beyond the date of this
report are recorded as prepaid items/expenses.

Capital Assets

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

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

Major outlays for capital assets and improvements are capitalized as projects are
constructed. Property, plant, and equipment is depreciated using the straight-line method
over the following estimated useful lives:

‘Assels : Years
Buildings and improvements 20
Land improverents i5
Roads 40
Fumiture and equipment 5-10
Office equipment 5
Vehicles ' 5
-12-
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MCHENRY COUNTY CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

i.

Compensated Absences

District employees accumulate vacation and sick leave hours for subsequent use or
payment upon termination, death, or retirement. Earned vacation payuptoa
maximum of 30 working days and a percentage (based on length of employment) of
sick leave may be paid upon termination of employment.

Vested or accumulated vacation and sick leave are reported as expenditures and a fund
liability of the governmental fund that will pay it once retirement or separation has
occurred. Vested or accumulated vacation and sick leave of governmental activities
are recorded as an expense and liability as the benefits accrue to employees.

Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the applicable governmental activities. Bond
premiums and discounts, as well as issuance costs and gains (losses) on refundings, are
deferred and amortized over the life of the bonds. Bonds payable are reported net of the
applicable bond premium or discount and gains (losses) on refundings. Bond issuance
costs are reported-as deferred charges and amortized over the term of the related debt.

In the fund financial 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 recejved on debt issuances
are reported as other financing sources while 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.

Net Assets/Fund Balances

In the fund financjal 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
staternents, restricted net assets are legally restricted by outside parties for a specific
purpose. 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.

-13.



MCHENRY COUNTY CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

l.  Comparative Data

Comparative total data for the prior year have been presented in selected sections of the
accompanying financial statements in order to provide an understanding of changes on
the District’s financial position and operations. Such information is presented in a
summarized comparative format and should be read in conjunction with the District’s
financial statements for the year ended March 31, 2005, from which the information
was summarized.

DEPOSITS AND INVESTMENTS

The District’s investment policy authorizes the District to invest in obligations issued by the
United States Government, investments constituting direct obligations of any bank, short-
term commercial paper of U.S. corporations with assets exceeding $500 million, short-term
obligations issued by the Federal National Mortgage Association, shares or other securities
issued by savings and loan associations, share accounts of credit unions chartered in the
United States with its principal office located in Illinois, and securities issued by Illinois
Funds.

Illinois Funds is an investment pool managed by the State of lilinois, Office of the Treasurer,
which allows governments within the State to pool their funds for investment purposes.
Illinois Funds is not registered with the SEC as an investment company, but does operate in a
manner consistent with Rule 2a7 of the Investment Company Act of 1940. Investments in
Illinois Funds are valued at Illinois Fund’s share price, which is the price for which the
investment could be sold. :

It is the policy of the District 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 District and conforming to all 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, in order of priority are; legality, safety (preservation of capital and
protection of investment principal), liquidity and yield. The Board of Trustee’s policy
requires collateralization at 105% of the aggregate balance of principal and accrued interest
on deposits in financial institutions.

a.  Deposits with Financial Institutions
Custodial credit risk for deposits with financial institutions is the risk that in the event

of bank failure, the District’s deposits may not be returned to it. The District’s
investment policy requires pledging of collateral in the name of the District.

-14-
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MCHENRY COUNTY CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)

2.  DEPOSITS AND INVESTMENTS (Continued)

b.

Investments

The District had no investments in debt securities as of March 31 » 2006. The District’s
investment in Illinois Funds at March 31, 2006 totaled $15,848,527.

Interest rate risk i is the risk that changes in interest rates will adversely affect the fair
value of an investment. In accordance with its investment policy, the District limits its
exposure 10 interest rate risk by structuring the portfolio to provide liquidity for
operaung funds and maximizing yields for funds not needed with a budgetary or

economic cycle. The investment policy does not strictly limit the maximum maturity
lengths of investments.

Credit risk is the risk that the issuer of a debt security will not pay its par value upon
maturity. The District limits its exposure to credit risk, the risk that the issuer of a debt
security will not pay its par value upon matunty, by primarily investing in Illinois
Funds.

Custodial credit risk for investments is the risk that, in the event of the failuze of the
counterparty to the investment, the District will not be able to recover the value of its

investments that are in possession of an outside party. Illinois Funds are not subject to
custodial credit risk.

Concentration of credit risk is the risk that the District has a high percentage of its
investments invested in one type of investment. The District’s investment policy
requires diversification of investments to avoid unreasonable risk. At March 31, 2006,
the District had greater than five percent of its overall portfolio invested in the Ilinois
Funds. This is in accordance with the District’s investment policy.

3. RECEIVABLES

a.

Property Taxes

Property taxes for 2005 attach as an enforceable lien on January 1, 2005 on property
values assessed as of the same date. Taxes are levied by December of the subsequent
year (by passage of Tax Levy Ordinance). Tax bills are prepared by the County and
issued on or about May 1, 2006 and August 1, 2006 and are payable in two
installments, on or about June 1, 2006 and September 1, 2006. The County collects
such taxes and remits them periodically. The allowance for uncollectible taxes has
been stated at 1% of the tax levy, to reflect actual collection experience. Since the
2005 levy is intended to fund the 2007 fiscal year, the levy has been recorded as a
receivable and deferred revenue.

-15-




MCHENRY COUNTY CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)

3. RECEIVABLES {Continued)

a.

Property Taxes (Continued)

The 2006 tax levy, which attached as an enforceable lien on property as of January 1,
2006, has not been recorded as a receivable as of March 31, 2006 as the tax has not yet
been levied by the District and will not be levied until December 2006, and, therefore,
the levy is not measurable at March 31, 2006.

b.  Due From Other Governments

Due from other governments for the year ended March 31, 2006, was as follows:

State tax receivable
Grants receivable

Due from other governmental agencies

TOTAL

4, CAPITAL ASSETS

$ 32,830
2,632,566

18,000

$ 2,683,396

Capital asset activity for the year ended March 31, 2006, was us follows:™

Balances Balances
April 1 Increases Pecreases March 31
GOVERNMENTAL ACTIVITIES
Capital assets not being depreciated i
Land $ 112,186,975 3 7514208 § - $119,201,183
Construction in progress 896,589 583,779 383,389 1,096,979
Total capital assets not being depreciated 113,083,564 7,597,987 383,389 120,298,162
Capital assets being depreciated
Land improvements and roads 14,466,648 1,123,188 - 12,589,836
Buildings and improvements 6,642,940 - . - 6,642,940
Fumiture and equipment 1,048,767 35,549 32,350 1,051,466
Office equipment 90,064 15111 - 105,175
Vehicles 1,273,839 119,402 39,175 1,354,066
Total capital assets being depreciated 20,522,258 1.203,250 72,025 21,743,483
Less accumulated depreciation for
Land improvements and roads 5,105,425 548,116 - 5,653,541
Buildings and improvements 2,244,567 355,390 - 2,499,957
Furniture and equipment 632,347 87,001 32,850 686,498
Office equipment 14,100 18,908 - 33,008
Vehicles 993 446 139,031 35,001 1,097,476
Total accumulated depreciation 8,989,885 1,048,446 67,851 9.970,480
Total capital assets being depreciated, net 11,532,373 244,804 4,174 11,773,003

GOVERNMENTAL ACTIVITIES
CAPITAL ASSETS, NET

~$ 124,615,937

$ 1,842,791 § 387,563 8 132,071,165
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MCHENRY COUNTY CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)

4. CAPITAL ASSETS (Continued)

Depreciation expense was charged to functions/programs of the primary government as

-. " -. '. - g

follows:
GOVERNMENTAL ACTIVITIES ,
General government ' $ 12212
Educational services 44,177
_ l Police and safety services 42,785
l Land facilities and management 146,248
Natural resources 89,849
Wildlife resources 4,660
Planning and development 548,270
Communications .
Research field stations 3,597
Land acquisition . 156,648
TOTAL : $1,048446

5. RISK MANAGEMENT

The District is exposed to various risks of loss related torts; theft of, or damage to, and
destruction of assets; errors and omissions, injuries to employees; employee health, and natural
disasters. The District purchases commercial insurance to cover these risks. The policies call
for various levels of deductibles. During the fiscal year 2006 there was no significant reduction
in insurance coverage for any category. Settled claims resulting from these risks have not
exceeded commercial insurance coverage in any of the past three fiscal years.

e e e e e

6. LONG-TERM DEBT
a.  General Obligation Bonds

The District issues general obligation bonds to provide funds for the acquisition and
construction of major capital facilities. In addition, general obligation bonds have been
issued to refund general obligation bonds.

! 7.



MCHENRY COUNTY CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)

6. LONG-TERM DEBT (Continued)
b.  Changes in Long-Term Liabilities

The following is a summary of changes in long-term debt for the year ended March 31,

B- - . .

2006:
Deln Current
Retired Balances Balances Portion
_ By Apnl 1 Additions Reductions March 31 March 31
GOVERNMENTAL ACTIVITIES
$20,330,000 General Obligation
Bonds, Scrics 1998A, dated
July 1, 1998, due in annual
instaliments ranging from

$115,000 to $1,785,000, interest

is due semi-annually at rates from

4.7% t0 5.5%. The final payment Dbt

is due February 1, 2018. Sopvice § 7,855,000 - 8§ 135000 § 7,720,000 § 115,000

$68,500,000 General Obligation

Bonds, Series 2001 A, dated

June 1, 2001, due in annual

instaliments ranging from

$1,040,000 to $2,470,000,

interest is due semi-annually at

rates from 4.250% to 5.625%, the

final payment is due February 1, Debrt

2021. Service 10,330,000 - 1,040,000 9,290,000 1,285,000

$12,335,000 General Obligation
Limited Refunding Bonds, Series
2001B, dated June 1, 2001, due in
annuat instaliments ranging from
$£150,000 to $1,410,000, interest
is due semi-annually at rates from

4.25% 10 5.00%, the final Debt

payment is due February 1, 2016, Service 10,195,000 - 1,010,000 9,185,000 1,080,000
$58,825,000 General Obligation

Refunding Bonds, Serics 2005A,

dated March 10, 2005, due in

annual instaliments ranging from

$135,000 to $9,850,000, interest

is due semi-annually at rates from

3.0% to 5.0%, the final payment Debt

is due February 1, 2021. Service 58,825,000 - 430,000 58,395,000 135,000

-18-
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MCHENRY COUNTY CONSERVATION DISTRICT -

NOTES TO FINANCIAL STATEMENTS (Continued)

6. LONG-TERM DEBT (Continued)

b.  Changes in Long-Term Liabilities (Continued)

Debt

Currzant
Retired Balances Balances Portion
By April 1 Additions Reductions March 31 March 31
$1,315,000 General Obligation
Refunding Tax Bonds, Series
2005B, dated March 10, 2005,
due in periodic instaliments
ranging from $5,000 to
$1,295,000, interest is due semi-
annually at rates from 3.5% to
4.0%, the final payment is due Debt
February 1, 2014, Service _$ 1,315000 $ $ 15000  § 1,300,000 $ -
Total bonds 88,520,000 - ' 2,630,000 85,890,000 2,615,000
Unamortized loss on refunding (750,667) - (76,660) (674,007) {78,022)
Total debt service fund bonds 87,769,333 - 2,553,340 85,215,993 2,536,978
Compensated absences General 340,583 459,358 340,583 459,398 459,398
TOTAL GOVERNMENTAL
ACTIVITIES $ 88109916 $ 459,398 $ 2893923 § 83,675,391 $ 2995376

c. Debt Service Requirements to Maturity
Debt service requirements to maturity are as follows:

Governmental Activities:

Fiscal Year Total General
Ending Oblization Bonds
March 31 Principal Interest Total
2007 $ 2615000 § 4,130,955 § 6,745,955
2008 2,935,000 4,020,988 6,955,938
2009 3,285,000 3,890,773 7,175,773
2010 3,655,000 3,744,135 7,399,135
2011 4,045,000 3,580,485 7,625,485
2012 4,470,000 3,389,935 7,859,935
2013 4,915,000 3,196,235 8,111,235
2014 5,415,000 2,943,510 8,358,510
2015 . 5,940,000 2,684,735 8,624,735
2016 6,510,000 2,383,910 8,893,910
2017 7,110,000 2,054,385 9,164,385
2018 7,690,000 1,754,213 9,444,213
2019 8,370,000 1,365,250 9,735,250
2020 9,085,000 946,750 10,031,750
2021 9,850,000 492 500 10,342,500
TOTAL $ 85890,000 $ 40,578,759 § 126,468,759

~19-




MCHENRY COUNTY CONSERVATION DISTRICT
~ NOTES TO FINANCIAL STATEMENTS (Continued)

6.

7.

LONG-TERM DEBT (Continued)

d.

Advance Refunding of Debt

In prior years, the District advance refunded bonded debt by placing the proceeds of
the new bonds in an irrevocable trust to provide for all future debt service payments on
previously refunded debt. Accordingly, the trust account assets and the liability for the
defeased debt are not included in the District’s financial statements.

At March 31, 2006, a total of $66,330,000 of defeascd debt is still outstanding.
Legal Debt Margin
The schedule of the District’s legal debt margin as of March 31, 2006 is as follows:

ASSESSED VALUATION - 2005 -
(Latest Information Available) 3 8,564,661,998

Statutory Debt Limitation (1.725% of Assessed Valuation) $ 147,740,419
Less General Obligation Bonds . 85,890,000
LEGAL DEBT MARGIN i $ 61,850,419

EMPLOYEE RETIREMENT SYSTEMS

a.

Plan Description
lllinois Municipal Retirement Fund

The District contributcs to one defined benefit pension plan: the Illinois Municipal
Retirement Fund (IMRF), an agent-multiple-employer public employee retirement
system. The benefits, benefit levels, employee contributions and-employer
contributions for all plans are governed by Illinois Compiled Statutes.and can only be

amended by the Illinois General Assembly. The IMRF does nof issue 4 separate report.

However, IMRF does issue a publicly available report that includes financial
statements and supplementary information for the plan as a whole, but not for

individual employers. That report can be obtained from IMRF, 2211 York Road, Suite
500, Oak Brook, lliinois 60523. -

All employees hired in positions that meet or exceed the prescribed annual hourly
standard must be ¢nrolied in IMRF as participating members. Pension benefits vest
after eight years of service. Participating members who retire at or afier age 60 with
eight years of crediled service are entitled to an annual retirement benefit, payable
monthly for life, in an amount equal to 1 2/3% of their final rate of earnings, for each
year of credited service up to 15 years, and 2.00% for cach year thereafter. IMRF also
provides death and disability benefits. These benefit provisions and all other
requirements are established by state statute. Participating members are required to
contribute 4.5% of their annual salary to IMRF. The District is required to contribute
the remaining amounts necessary to fund the IMRF as specified by statute. The
employer contribution rate for the calendar year ended 2005 was: 10.67% of covered
payroll.

-20-
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MCHENRY COUNTY CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)

7. EMPLOYEE RETIREMENT SYSTEMS (Continued)
b.  Annual Pension Cost

Employer contriléutions have been determined as follows:

Actuarial Valuation Date
Actuarial Cost Method

Asset Valuation Method

Amortization Method

Amortization Period

Significant Actuarial Assumptions
a) Rate of Return on
Present and Future Assets

b) Projected Sﬁary Increase
Attributable to Inflation

¢) Additional Projected
Salary Increases -
Seniority/Merit

.21 -

1linois
Municipal
Retirement

December 31,
2003

Entry-Age
Normal

S Year
Smoothed
Market

Level
Percentage of
Payroll

31 Years,
Closed

7.50%
Compounded
Annually

4.00%
Compounded
Annually

40 to 11.60%



MCHENRY COUNTY CONSTGRVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)

7. EMPLOYEE RETIREMENT SYSTEMS (Continued)

b.  Annual Pension Cost (Continued)

Employer annual pension costs (APC), actual contributions and the net pension
obligation (asset) (INPO) are as follows. The NPO is the cumulative difference

between the APC and the contributions actually made.

Annual Pension Cost (APC)

Actual Contribution

Percentage of APC Contributed

NPO (Asset)

8. RESERVED FUND BAI.ANCE

For Illinois
Calendar Municipal
Year Retirement
2003 $ 245,697
2004 270,793
2005 314,640
2003 $ 245,697
2004 270,793
2005 314,640
2003 100.00%
2004 100.00
2005 100.00
2003 3 -
2004 -
2005 -

The District received a $5,000 donation from Smith Engincering. The donation and the

interest earned from the donation are intended for a scholarship program in which the interest

earned will be distributed to an eligible recipient. The District sets up the criteria for the
scholarships, selects a recipient, and awards the scholarships. The General Fund fund

balance includes $13,495, reserved for future scholarships.

The District received a $103,687 donation from the Fred Boger Estate. The donation and
interest carned from the donation are to be used to improve and preserve Boger property

owned by the District. The General Fund fund balance included $88,527, reserved for future

improvements and preservation of this property.

The District has recorded $10,720,322 of Grant Recoveries. These funds are to be used for
future land acquisitions and site improvements. The General Fund fund balance includes this

amount as a reserve for land acquisitions and site improvermnents.

-22.
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MCHENRY COUNTY CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)

9.

10.

11.

INTERFUND ACTIVITY

Amounts Due To/From Other Funds at March 31 » 2006 consist of the following:

Receivable Fund Payable Fund Amount
Nonmajor Special Revenue General $ 163,560
Debt Service , General 583,238
General ! Capital Projects 547

$ 749345

The purpose of the significant amounts due is as follows:

!
$165,560 due to the nonmajor special revenue fund from the general fund represents savings
realized when the District changed insurance carriers. '

$583,238 due to the dellnt service fund from the general fund represents refunding proceeds
and tax revenue to be applied to future debt repayments. :

CONTINGENT LIABILITIES

a.

Litigation

The District is a defendant in various lawsuits. Although the outcome of these lawsuits
is not presently déterminable, in the opinion of the District’s attorney, the resolution of
these matters wi]l| not have a material adverse effect on the financial condition of the
District.

Grants :

Amounts received or receivable from grantor agencies are subject to audit and
adjustment by grantor agencies, principally the federal government. Any disallowed
claims, includinglamounts aiready collected, may constitute a liability of the applicable
funds. The amount, if any, of expenditures which may be disallowed by the grantor
cannot be determined at this time although the District expects such amounts, if any, to
be immaterial.

RECLASSIFICATIONS

Certain reclassifications of fiscal year 2005 balances have been made to conform to the fiscal
year 2006 presentation. !

.23.



~ FUND BALANCES/NET,

- Gove,mmg_mal ‘General Capital
- Adtivitiés

__Fund ‘ Projects

(as previously reported)

$ 70,247,355 $ 8,549,766 $ 10,376,240

AT~ o eREREl

RESTATEMENTS ’
a) Recognize property taxaﬁignue-m the proper L
period - (12,053,018)- : - -
b) Recognize expendxmesjm i Egoper period - - (70,487)" -
c) Correct reporting of cﬁ_ﬁﬂsﬂéﬂ .absences . 340,583 -
_. d)Recognize grant revemﬁiﬁ:ihe ‘proper-period 2,054,887  ..4,032,669. -
¢) Correct interfund ba[an&es - Lt 350,063 (350,063)
Subtotal - (2998 131 4,652,828 (350,603)
FUND BALANCES/NET A&ﬂﬁ‘s APRIL 1, - .
RESTATED 3 69“-,249.2%433' $ 13,202,594 -$ 10,026,177
-24 -
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MCHFNRY COUNTY CONSERVATION DISTRICT ' l

SCHEDULE OF REVENUES, EXPENDITURES, AND 1
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL '

GENERAL FUND

Far the Year Ended March 31, 2006

Original and
Final e
Budget Actual ! '
REVENUES '
Taxes o
Property taxes, net $ 5393884 $ 5,381,543 ;
Intergovernmental
Federal and State of Iilinois o
State replacement taxes 115,000 165,643 v
Grants 4,271,242 753,875 : I
Receipts from use of facilities
Rental income 570,154 593,547
Interest 211,373 458,839 ]
Miscellaneous 325,419 167,279 )
Total revenues 10,887,072 7,520,726 -
EXPENDITURES ' l
Current .
General government . 1,249,179 1,043,197 g
Educational services 632,703 573,824 !
Police and safety services 740,291 698,817 .
Land facilities and management 1,727,159 1,750,245 R
Natural resources management 901,200 812,640 '
Wildlife resources 156,950 152,957 . l
Planning and development 204,055 179,112
Communications 362,611 306,230 S
Trail of History 52,250 47,464 I
Kloempken natural areas 4,000 -
Land acquisition costs 7,057,463 -
Boger project 100,000 9,355 .
Research field station 140,096 108,489 '
Capital outlay 1,295,671 731,847 L
Total expenditures 14,628,628 6,414,377 l
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (3,741,556) 1,106,349 .
OTHER FINANCING SOURCES (USES) I
Sale of capital assets - 32,509
NET CHANGE IN FUND BALANCE 3 (3,741,556) 1,138,858 I
FUND BALANCE, APRIL | 8,549,766
Prior period adjusiment 4,652,828 '
FUND BALANCE, APRIL 1, RESTATFD - 13,202,594 '
FUND BALANCE, MARCH 31 $ 14,341,452 l
{See independent auditor’s report.) !
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MCHENRY COUNTY CONSERVATION DISTRICT
SCHEDULE OF FUNDING PROGRESS
ILLINOIS MUNICIPAL RETIREMENT FUND

March 31, 2006

4)
(2) Unfunded
Actuarial Actuarial UAAL
Accrued Accrued " Asa
Actuarial )} . Liability Liability Percentage
Valuation Actuaria! (AAL) Funded UAAL ) of Covered
Date Value of - Entry-Age Ratio (OAAL) Covered Payroll
December 31 Assets Normat 1)/ 2)-(1) Payroll (4)/(5)
2000 $ 1,246,214 $ 1,959,916 63.59% $ 713,702 3 1,830,668 38.99%
2001 1,579,222 2,367,171 66.71% 787,949 1,997,873 39.44%
2002 1,897,867 2,820,714 67.28% 922,847 2,150,203 42.92%
2003 2,094,537 3,179,461 65.88% 1,084,924 2,357,941 46.01%
2004 2,514,944 3,716,034 67.68% 1,201,090 2,540,270 47.28%
2005 3,020,937 4,511,798 66.96% 1,450,861 2,948,830 50.56%

(See independent auditor’s report.)
-26-




MCHENRY COUNTY CONSERVATION DISTRICT

g
-

SCHEDULE OF EMPLOYER CONTRIBUTIONS

ILLINGS MUNICIPAL RETIREMENT FUND

-.)
-

March 31, 2006

¥+
. )‘«, ..-.T'- )

Annual
o Required o
Calendar . Employer Contribution Percentage —e
Year Cantitbutions (ARE) - Contributed ; I
2000 3 199,177 $ 199,177 100% al
2001 211,775 215775 : 100%
2002 ' 222,546 222,546 100% '
2003 245,697 245,697 100% ”l
2004 270,793 270,793 S 100%
2005 314,640 314,640 100% '

—

1 -3 -\ - 5

=3

f

{See independent auditor's report.)
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MCHENRY COUNTY CONSERVATION DISTRICT

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

March 31, 2006

BUDGETS

Budgets are adopted on a basis consistent with the modified accrual basis of accounting used for

governmental funds. Annual

appropriations are adopted within the first quarter of each fiscal

year for the General, Special[Revenue, Capital Projects, and Debt Service Fund.- All annual
appropriations lapse at fiscal [year end.

. The appropriated budget is prepared by fund and department. Management may make transfers

of appropriations between departments within the same fund. Transfers of appropriations
between funds require the approval of the governing board. There were no budget amendments

during the fiscal year.
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MCHENRY COUNTY CONSERVATION DISTRICT
1

SCHEDULE GEHEVENUES - BUDGET AND ACTUAL N |

‘GENERAL FUND i rl
Forthie Yéar Ended March 31,2006 |
' Original ahd | '
- Final !
e Budget! Actual __.
REVENUES o | -
Taxes | e | -
Property taxes, net . $ 57393,884 § 5,381,543 ) l
Intergovernmental . ] :
State replacement taxes | 115,000 165,643 o
Grants . - 4271242 753,875 . l
Receipts from use of facilities ™ :
Rental income ) 5701'154 593,547 2 I
Interest - 211,373 458,839
Miscellaneous ) 3251419 167,279 _
TOTAL REVENUES $ _12,887 072 § 7,520,726

3

[N}

- . o LR} R ) L ) ..

Al

- !
{Seeindependent auditor's report.) ;
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SCHEDU

HENRY COUNTY CONSERVATION DISTRICT
JLE OF EXPENDITURES - BUDGET AND ACTUAL
GENERAL FUND

For the Year Ended March 31, 2006

Original and
Final
Budget Actual
General Government
Personnel] :
Salaries 3 704,645 $ 554,391
Health insurance 69,901 71,366
Retirement contribution 64,622 59,456
Social Security contribution 39,811 37,899
Life insurance 1,476 1,455
Employee mileage reimbursement 1,880 1,869
Total personnel 882,335 726,436
Contractual services
Printing 8,870 3,055
Postage 9,400 7,536
Dues, subscriptions, and memberships 10,950 8,785
Audits . 17,000 27,715
Appraisals and surveys 8,100 4,470
Legal services 90,000 121,181
Legal notices 9,410 6,044
Hunting program - 294
Real estate tax 76,420 53,098
Travel/meeting expense 12,607 9,262
Trustee experises 5,017 4,129
Special events, meetings, and dedications . 6,440 6,231
Qffice equipment, rental, and maintenance 22,333 14,947
Employee physical exams 2,050 1,644
Contractuat services 46,700 31,511
Total contractual services 330,297 - 299,902
Commodities
Office supplies 6,610 5,175
Computer supplies 26,312 9,315
Uniforms 3,625 2,369
Total commodities 36,547 16,859
Total general government 1,249,179 1,043,197
(This schedule is continued on the following pages.)
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MCHENRY COUNTY CONSERVATION DISTRICT |- - =
SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL (Cohtinied)
GENERAL FUND
]
For the Yeéar-Ended March 31, 2006
B Oridinat-and
inal .
Budget Actual,
Educational services
Personnel
Salaries . . $ 390,473 § 387,383
Health insurance i ) 75,818 68,782
Retirement contribution . 34,245 34,712
Social Security contribution } 29,144 26,837
_ Lifeinsurance < . 1053 _ 1,070
Total personnel - 530,733 518,784
Contractual services L
Printing 5,405 4,026
- Postage : o 2:300 2,550
Dues and subscriptions . ..720 . 555
School services o 26,327 2,700
Workshops and programs ) . 25,480 _ 21,454
Travel/meeting expense 6,350 4,011
Contractual services 19,000 1,830
—_l .
Total contractual services 85,782 44,176
‘Commodities 1
Materials and displays 6,375 - 2,565
Office supplies ) 4,757 4,281
A/V supplies ) Cort— 4750 434
Library B 1,815 1,451
Uniforms 2,766 2,083
- Total commeodities - T - . 16,188~ ~ - 10,864
Tota} educational services ' _{ 632,703 573,824
Police and safety services
Personnel .
Salaries - 474,728 443,828
Health insurance - ] 102,289 111,639
Retirement contribution B 30,654 50,267
Social Security contribution 36,326 33,957
Life insurance o 1424 1,522
Employee mileage reimbursement o (560 -
Total personnel _1 666,081 641,213
(This schedule is continued on the following pages.)
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. MCHENRY COUNTY CONSERVATION DISTRICT

SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL (Continued)

GENERAL FUND

For the Year Ended March 31, 2006

Qriginal and
Final
Budget Actual
Police and safety services (Continued)
Contractual services
Bike patrol expense L 3950 s 2,779
Employee expense 2,000 2,000
Communication equipment maintenance 10,750 6,482
Dues, subscriptions, and memberships 2,785 2,569
Safety training 4,600 4,687
Supplies 3,970 2,823
Travelmeeting expense . 8,640 5,095
Contractual services 1,575 1,205
Total contractual services 38,270 27,640
Commodities
Supplies 500 554
Leased equipment 1,100 1,075
Library 1,435 1,269
Security and safety equipment 7,095 6,204
Police uniforms and equipment 13,200 9,296
Police vehicle supplies 12,610 11,566
Total commodities 35,940 29,964
Total police and safety services 740,291 698,817
Land facilities and management
Personnel
Salaries . 856,337 827,543
Health insurance 147,754 179,644
Retirement contribution 78,189 78,146
Sacial Security contribution 65,366 63,375
Life insurance 2,102 2,283
Employee mileage reimbursement 135 -
Total personne} 1,149,883 1,150,991
Contractual services
Utilities - all facilities 156,000 180,955
Janitorial services 21774 20,615
Waste disposal 15,000 16,794
Dues, subscriptions, and memberships 750 170
Building maintenance 88,550 59,283

(This schedule is continued on the following pages.)
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MCHENRY COUNTY CONSERVATION DISTRICT =

SCHEDULE OF EXFENDITURES - BUDGET AND ACTUAL (Continued) 7
GENERAL FUND

‘Pogdhe Year Ended March 31, 2006

Original and
Finat
Budget Actual ~
Land facilitics and management (Contintied) -
Contractual services {Continued) L
Travel/meeting expense . 5 12,600 $ 10,940 ;
Contractual services ‘ : 5,000 3,996 '
Road and bridge maintenance 17,800 7,032
Water and sewer maintenance s 23,330 18,890 -
Fence and gate maintenance ' ' 5,000 1,401 i '
Maintenance equipment rental - 3,000 7,099
Maintenance equipment repair ) 2,000 11,224 -
Vehicle and trailer maintenance 37,875 43,855 : '
License and inspection 1,400 975
Vehicle and trailer purchase : - 126 %
Total contractual services 397,079 383,355 l
Commodities ok
Office supplies 1,000 790 l
Computer supplies 4,000 3422
Site maintenance supplies 48,926 51,591 "
Shop tools 13,127 13,197 “m
Uniforms ' 6,900 9,364 ' l
Supplies 6,754 2,923
Signs and display materials . 2,300 5,782 -
Tables, grills, and trash cans 3,190 2,342 - '
Gas, grease, and oil 94,000 126,488
Total commodities 180,197 215,899 l
Total fand facilities and managsinent . 1,727,159 1,750,245 ’
Natural resources management
Personnel .
Salaries 472,191 413,212
Health insurance 69,305 82,745 )
Retirement contribution 54,009 53,914 '
Social Security contribution 38,087 40,652
Life insurance 1,075 1,232
Total personnel 635,267 591,755 ' I
(This-scheédule is continued on the following pages.) l
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MCHENRY COUNTY CONSERVATION DISTRICT
SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL (Continued)
GENERAL FUND

For the Year Ended March 31, 2006

Original and
Final
Budget Actual
Natural resources management (Continued)
Contractual services
Resource management restoration projects $ 61,947 § 52,861
Resource management supplies and maintenance 60,580 61,933
Travel/meeting expense 14,250 7,364
Contractual services 11,600 7,887
Total contractual services 148,377 130,045
Commodities - .
NRM safety supplies 7,300 5,874
Animal rearing and reintro supplies 3,775 7,912
Nursery plants and seeds 79,725 61,240
Supplies 11,389 7,094
Uniforms 6,747 6,174
Inventory and monitoring equipment 3,620 2,546
Total commodities 117,556 90,840
Total natural resources management 901,200 812,640
Wildlife resource
Personnel
Salaries 107,053 107,184
Health insurance i 10,128 10,060
Retirement contribution 11,198 11,364
Social Security contribution 8,031 8,200
Life insurance 260 275
Employee mileage reimbursement 500 510
Total personnel 137,170 137,593
Contractual services .
Dues, subscriptions, and memberships 450 73
Travel/meeting expense 3,100 1,336
Total contractual services 3,550 1,709
Commodities .
Wildlife resource program supplies 4,380 1,986
Wildlife care and supplies 11,000 11,029
Uniforms 850 640
Total commodities 16,230 13,655
Total wildlife resource ’ - 156,950 152,957

(This schedule is continued on the following pages.)
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MCHENRY GOUNTY CONSERVATION DISTRICT
SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL {Continued)
GENERAL FUND
For the Year Bnded March 31, 2006
| Original.and
o Final
H Budget Actual
‘ ‘ ‘Planning and development
: Personnel . ..
Salaries $ 128,587 § 120,106
Health insurance . 18,428 13,512
Retirement contribution 13,496 12,675
Social Security contribution - 9,679 9,075
Life insurance 315 391
Employee mileage reimbursement . - . 1,000 162
Total personnel - 171,505 155,921
Contractual services = I .- . :
“Travel/ineeting expense 4,000 4,728
Dues, subscriptions, and memberships - .. 1,050 697
. - Contractual services ’ e T _ 10,000 - 10,528
““Total contractual services ’ 15,050 15,953
_.Commodities -
. Planning supplies - . - 16,500 6,421
Uniforms - _ 1,000 817
Total commodities - . " 17,500 " 7238
Total planning and development 204,055 179,112
.Communications
Personnel )
Salaries - ‘ 128,984 115,549
Health insurance - 23,884 16,520
_ Retirement contribution . - 13,282 . 11,971
Social Security contribution - --9,525 8,765
Life insurance 400 375
Employee mileage reimbursement ' 900 956
Employee relations ' , - 78
Total personne! o 176,975 154,214
Contractual services ) _ .
- Printing S 36,000 23,421
Promotions and public relations . T 42,500 37,954
Newsletter and postage 57,900 43,925
Travel/meeting expense - 3,300 1,331
B {This schedule is continued on the following pages.)
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MCHENRY COUNTY CONSERVATION DISTRICT -
SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL (Continued)
GENERAL FUND

For the Year Ended March 31, 2006

e ez e

Original and
Final
Budget Actual
Communications (Continued)
Contractual services (Continued)
Special events, meetings, and dedications 3 13,450 $ 13,653
Dues, subscriptions, and memberships 2,000 964
Courtesies 1,500 1,363
Volunteer and committee expense 10,800 11,064
Contractual services 15,250 12,324
Total contractual services 182,700 145,999
Commodities
A/V supplies 3,936 2,440
Office supplies 1,200 1,364
Uniforms 1,050 679
Materials and displays 1,750 1,534
Total commodities 7,936 6,017
Total communications 367,611 306,230
Trail of History 52,250 47,464
Kloempken natural areas 4,000 -
Land acquisition costs 7,057,463 -
Boger project 100,000 9,555
Research field station
Personnel
Salaries 77,488 51,059
Health insurance 12,563 14,992
Retirement contribution 6,712 6,757
Social security contribution 5,466 6,360
Life insurance 167 162
Total personnel 102,396 79,330
Contractual services
Travel/meeting expense 3,000 1,243
Contractual services 2,700 2,200
Building repair and remodeling 900 -
Total contractual services 6,600 3,443

{This schedule is continued on the following page.)
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MCHENRY COUNTY CONSERVATION DISTRICT
SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL (Continued)
GENERAL FUND

For the Year Ended March 31, 2006

Original and
Final
Budget Actual

d d ‘d -’

Research field station {Continued)

‘Commodities R
- Supplies s 31,100 _$ 25,716 ‘ “‘l
Total research field station 140,006 108,489
Capital outlay ) l
3 Administration o ' - -
Office furniture and equipment 126,058 30,180 o
* Land acquisitions and site improvements - 166 l
Working capital allowance 62,538 - '
Educational services :
. Office furniture and equipment 1,225 1,098 ~
‘Police and safety services . '
Communication equipment 64,000 62,665 '
'Land and facilities management =
Maintenance and equipment purchase 180,700 82,774 :l
Road and bridge infrastructure 122,660 130,096 '
Vehicle and trailer 31,000 33,716
Gas, prease, and oil 85,894 25,483 -
Natural resource management l
Equipment 32,500 29,433
Building improvements 15,000 18,240 -
. Planning and development l
Office furniture and equipment 6,000 6,000
Site Improvements 120,000 114,761
‘Communication 8
Office furniture and equipment 450 350 I
1. Kishwaukee ecosystem project 447,646 196,885
i - -
Total capital outlay 1,295,671 731,847 l
1 : TOTAL EXPENDITURES S 14628628 $ 6,414,377

{See independent auditor's report.)
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MCHENRY COUNTY CONSERVATION DISTRICT

SCHEDULE OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

DEBT SERVICE FUND

For the Year Ended March 31, 2006

REVENUES
Property taxes, net
Investment income

Total revenues

EXPENDITURES
Debt service
Principal retirement
Interest
Administrative fees
Bond issue costs

Total expenditures
NET CHANGE IN FUND BALANCE
FUND BALANCE, APRIL 1

FUND BALANCE, MARCH 31

(See independent auditor's report.)

Original Final

Budget Budget Actual
$ 6,580,537 $ 6,580,537 $ 6,565,482
57,580 57,580 88,099
6,638,117 6,638,117 6,653,581
2,630,000 2,630,000 2,630,000
3,925,440 3,925,440 3,925,440
4,500 4,500 2,594
- - 523
6,559,940 6,559,940 6,558,557
5 78,177 § 78,177 95,024
488,214
3 583,238

-38-




MCHENRY.COUNTY GONSERVATION DISTRICT - -~

SCHEDULE®E REVENUES, EXPENDITURES, AND

" CHANGES IN{FEND'BALANCE - BUDGET AND ACTUAL,
GAPITAL PROJECTS FUND
¢ Year Ended March 31, 2006

Qriginal Final
Budget Budget _ Actual

'REVENUES

Investment income o3 63000 $ 63000 § 316303

Total revenues 63000 63,000 - 316303
EXPENDITURES R . '

Other expenditures S 190,500 190,500 184,768

Land and land improvements =~ =~ 9,697,610 9,697,610 © 3,747,831

v

Total expenditures ST 9,888,110 9,888,110 "__ 3,932,599

NET CHANGE INFUND BALANCE ~ 8 (9,825,110) § (9,825,110)  (3,616.296)

FUND BALANCE, APRIL1 .. . . = © 10,376,240

_ Prior period.adjustment

_(350,063)

FUND BALANCE, APRIL |, RESTATED 10,026,177

FUND BALANCE, MARCH31 . " § 6400381

"(-'Sf‘e.‘f_t_r'?ﬁdependent auditor’s report.)
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MCHENRY COUNTY CONSERVATION DISTRICT

SCHEDULE:@F REVENUES, EXPENDITURES,

CHANGES IN BgND BALANCE - BUDGET AND ACTUAL

INSURANCE FUND

Fer 8 Year Ended March 31, 2006

AND

i o
Original Final
Budget . Budget Actual
REVENUES
Property taxes, net 3 200,344 $ 200,344 $ 199,886
Total revenues 200,344 200,344 199,886
EXPENDITURES
General government
Contractual services
Liability insurance 23,285 23,285 43,908
Commercial insurance 33,672 33,672 32,696
Vehicle insurance _ 20,006 20,000 -
Worker’s compensation inﬁﬁrance 68,647 68,647 68,928
Unemployment insurance 32,108 32,108 32,457
Total expenditures 177,712 177,712 177,989
NET CHANGE IN FUND BALANCE 5 22,632 § 22,632 21,897
FUND BALANCE, APRIL 1 108,176
FUND BALANCE, MARCH 31 $ 130,073

(See independent auditor’s report.)
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OTHER SUPPLEMENTAL INFORMATION - UNAUDITED
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o MICHENRY.COUNTY CONSERVATION DISTRICT
DEBT SERVICE EXTENSION BASE

" UNAUDITED

3 22,865,198

Source: McHenry County Congervation District

{S&e-independent auditor's report.)
T

C e - L.
I O o R T IS -

“March 31,2006 i

: - ij;l::Reve;endum

S Debt Service

DebrService Non-Referendum ‘Extension Base

- Levy Year Extengigi Base. - . Debt Service _Margin

" 2005 $ -i;%bfi--,zzts $ 2,035,195 366,048
2006 2494243 _ 2,033,896 T 367353
2007 2ioroas 2,032,625 368,618
2008 iﬁé;t-,m . 2,033,500 367,743
2009 2,401,243 “ 2,031,625 369,618
. 2010 2401243 2,033,825 e 367,418
T 201 THLAT . 2,034,325 366918
2012 2;1;6;1.,243'_ ] 744,025 1,657,218
2013 37401,243 2,095,050 . 306,193
2014 mmz@ 2,034,725 366,518
2015 am243 1,877,700 .. 523,543
2016 - 240,243 . __ - 1878713 o 530
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MCHENRY COUNTY CONSERVATION DISTRICT

EQUALIZED ASSESSED VALUATION

UNAUDITED

March 31, 2006

Total
Equalized
Assessed Percent
Levy Year Valuation Change
2001 $ 5,790,417,556 8.1%
2002 6,366,405,987 9.9%
2003 7,036,758,630 10.5%
2004 7,705,547,977 9.5%
2005 8,564,661,998 11,1%

This table sets forth the Equalized Assessed Valuation of the District for the past five years.

Per Capita Equalized Assessed Value (1)

(1) Based on the County's 2005 census estimated population of 303,990,

Source: U.S. Bureau of Census

(See independent auditor's report.)
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MCHENRY COUNTY CONSERVATION DISTRICT

TAX RATESPER $100 EAV
UNAUDITED

March 31, 2006

Bonded
Levy Year General (1)  Insurance  (2) Nebt Total
2001 3 0.0781 8 0.0024 $ 0.1003 0.1808
2002 0.0743 0.0034 0.0957 0.1734
2003 0.0717 0.0032 0.0914 0.1663
2004 0.0704 0.0030 0.0854 0.1588
2005 0.0676 0.0023 0.0791 0.1490

This table sets forth the tax rates for the District for the past five years.

(1) Maximum tax rate is $0.10000.
(2) No maximum tax rate

Source: McHenry County Clerk

{See independent auditor's report.)
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MCHENRY COUNTY CONSERVATION DISTRICT
2005 REPRESENTATIVE TOTAL TAX RATE PER $100 EAV
UNAUDITED

March 3t, 2006

Tax Rate

McHenry County Conservation District
McHenry County

School District Number 47

High School District Number 155
Junior College District Number 528
Algonquin Township

Algonquin Township Road and Bridge
City of Crystal Lake

Crystal Lake Park District

0.14%90

0.7278

2.7747

1.9023

0.2922

0.0531

0.1173

0.9272

0.3562

This table sets forth a representative 2005 levy year total tax rate for certain taxpayers in the

City of Crystal Lake, the largest municipality in the District.

Source: McHenry County Clerk

(See independent auditor's report.)
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MCHENRY COUNTY CONSERVATION DISTRICT -

TAX EXTENSIONS AND COLLECTIONS

UNAUDITED
March 31, 2006
Total Colle::.tions
Collection Taxes During the Year (1)

Levy Year Year Extended Amoynt “Percent
2001 2002 $ 10,469,096 $ 10,434,325 99.7%
2002 2003 11,039,363 11,019,605 99.8%
2003 2004 11,702,146 11,688,410 ) . 99.9%
2004 2005 12,174,788 12,146,910 i 99.8%
2005 2006 12,761,358 (Collection in progn;.s,_s)

This table sets forth the tax extensions and collections of the District for the past five years.

(1) Includes all collections of taxes during the year regardless of the year levied.

Source: McHenry County Treasurer

(Soe independent auditor's report.)
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MCHENRY COUNTY CONSERVATION DISTRICT

SCHEDULE OF LEGAL DEBT MARGIN

UNAUDITED
March 31, 2006
i
| K
l 1 2005 ASSESSED VALUATION ¥ 8,564,661,998
J .
_ Referendum Debt Limit (1.725% of Equalized Assessed Valuation) 8 147,740,419
'_i Amount of Debt applicable to Referendum Debt Limit 85,890,000
. REFERENDUM DEBT MARGIN $ 61,850,419
!
L
. '_J This table sets forth the District's legal debt margin.

(See independent auditor’s report.)

lJ Source: McHenry County Conservation District
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- MCHENKY COUNTY CONSERVATION DISTRICT -

DETAILED STATEMENT OF DIRECT AND OVERLAPPING BONDED INDEBTEDNESS

o . UNAUDITED o
‘March31, 2006
Percent - + Amount
- ‘Total Debt Applicable_ . Applicable
) Outstandlng’ to the District  _to the District
McHenry County Conservation District . $. 85,890,000 100.00% -$§. 85,890,000

Ratio of direct debt to assessed valug:z
Ratio of direct debt to estimated full value?

Per capita direct debt* _
Total general obligation bonded debtof -~ — -
other taxing bodies .
County . - 25,589,569
* Municipalities : 36,780,000
Park districts 21,738,245
Library districts - - 13,540,000
- Special service areas . - 2,450,000
--Elementary school districts - Tt 94,091,084
. Bigh school districts 81,154,341
Unif schoot districts 600,754,430
Commupity colleges 188,844,169

- Total general obligation bonded debt of

overlapping districts 1,064,942,338

TOTAL DIRECT AND OVERLAPPING GENERAL ~ B
OBLIGATION BONDED DEBT $ 1,150,832,338

Ratio of direct and overlapping deht 1o assessed value?
Ratio of direct and overlapping debt to estimated ﬂxll value
Per-capita direct and overlapping debt?

Note: overlapping debt information wes abstracted from the McHenry County Cles’s records. Debt mfonnatlon for overlapp

debt is as of November 30, 2005, the fiscal year end-of the county.

'Im:ludes original principal amount of gcneml obllgauon capital appreclanon bonds and general obhgatlon glternate revenue

1.00%

- 0.33%
282.54
100.00% - 25,589,569
93.50% 34,389,300
87.78%. 19,081,831
75:06%:- . 10,163,124
58.89%. 1,442,805
98.40% - 92,585,627
99.71%. 80,919,492
I7.44% T 224922,459
391%. . 7,383,807
496,478,014

6.80%
_ 227%
. T8 191575

source bonds. Does not include installment cdntracts, notes, or certificates of perticipation, if any. - -

“Based on the District's 2005 EAYV of $8,564,661,998 -
3pased-on.the District's 2005 estimated full vnlgeofﬂﬁ;693,985,994
*Based.on the County's 2005 census papulation 0£.303,590

This table sets forth the District's direct and gverlapging-debt.

Source: McHenry County Auditor’s Office

(See Independent auditor’s report.)
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MCHENRY COUNTY CONSERVATION DISTRICT

DEBT SERVICE SCHEDULE
UNAUDITED
March 31, 2006
Total Debt
Service on New
Fiscal Year Debt Service Bonds and
Ending on Outstanding Debt Service on New Bonds Outstanding
March 31 Bonds Principal Interest Total Bonds
2007 $ 6,745,955 $ - $ .- 3 - $ 6,745,955
2008 6,955,988 - - - 6,955,988
2009 7,175,773 - - - 7,175,773
2010 7,399,135 - - - 7,399,135
2011 7,625,485 - - - 7,625,485
2012 7,859,935 - - - 7,859,935
2013 8,111,235 - - - 8,111,235
2014 8,358,510 - - - 8,358,510
2015 8,624,735 - - - 8,624,735
2016 8,893,910 - - - 8,893,910
2017 9,164,385 - - - 9,164,385
2018 9,444,213 - - - 9,444,213
2019 9,735,250 - - - 9,735,250
2020 10,031,750 - - - 10,031,750
2021 10,342,500 - - - 10,342,500
$ 126,468,759 $ - 3 - $ - $ 126,468,759
Future financing

The District does not expect to issue additional debt within the next 12 months.

Debt service schedule
This table sets forth the total debt service schedule for the District,

Default history .
There is no record of default on obligaticns by the District or issuance of obligations to avoid default.

Short-term borrowing

The District daes not currently utilize and short-term borrowing.

Source: McHenry County Clerk

(See independent anditor's report.)
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Appendix C

Form of Municipal Bond Insurance Policy
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= ASSURANCE-. e (ST

ISSUER: 7= : /

BONDS: ¢ : /

FINANCIAL SECURITY ASSURANCE INC. ("Financial Security"),
hereby UNCONDITIONALLY AND IRREVOCABLY agrees|to|pay to th

" paying agent (the "Paying Agent") (as set forth jr entati i
securing the Bonds) for the Bonds, for the
Security, directly to each Owner, subject
endorsement hereto), that portion of the pri

or |co
truste
ing for the issu
e i

th

S Trustee, Paying Agent or
yment. Upon disbursement in

ich banking institutions in the State of New York or the Insurer's
by law or executive order to remain closed. "Due for Payment"

yment/in full of all principal and interest that is Due for Payment on such Bond "Nonpayment" shall
inClude, in respect of a:Bond, any payment of principal or interest that is Due for Payment
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Policy No. -N

the United States Bankruptcy Code by a trustee in bankruptcy in accor
order of a court having competent jurisdiction. "Notice” meags

the Trustee or the Paying Agent to Financial Security which ngtice sh:
making the claim, (b) the Policy Number, (c) the claimed amount an

Insurer's Fiscal Agent.
Agent, (a) copies of all notices regi

received until received by b
Policy may be made directl
i ty lon

available

's Fiscal|Agent
ake payments du

ble law, Fipangial|Security agrees
Il rights (Whether| by} counterclaim,

to) Fin

, and hereby
“otherwise) and

Authorized Officer.

subsidia of
31 West 52™ Street, New York, N.Y. 10019

Fo ONY (5/90)

Fﬁanmal Security Assurance Holdings Ltd.

e with the express provisions of this Policy.

Security,langd
odifica

all not be modified, altered or
ibn or amendment thereto. Except

FINANCIAL SECURITY ASSURANCE INC.

By

Authorized Officer

(212) 826-0100
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