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This section of the City of Rockford (“City”) annual financial report presents our discussion and analysis of 
the City’s financial performance for the fiscal year ended December 31, 2005.  We encourage readers to 
consider the information presented here in conjunction with the transmittal letter at the front of this report 
and the City’s financial statements, which follow this section.  
 
FINANCIAL HIGHLIGHTS  
 
 
• The assets of the City of Rockford exceeded its liabilities at December 31, 2005 by $190,263,911 (net 

assets).  Of this amount, $18,381,786 (unrestricted net assets) may be used to meet the City’s ongoing 
obligations to citizens and creditors.  Governmental activities accounted for $78,422,357 and business-
type activities accounted for $111,841,554.  The City’s total net assets increased by $24,387,064, of 
which $15,764,735 related to government activities and $8,622,329 to business-type activities. 

 
• During the year, the City’s primary government-wide expenses were $161,379,889, which was less 

than the $185,766,953 generated in primary government-wide taxes and other revenues for 
governmental functions. 

 
• In the City’s business-type activities, program revenues increased 10 percent to $25,066,916, while 

expenses decreased less than 1 percent to $16,763,472. The key factor in this increase was 
$4.9 million of capital grants and contributions. 

 
• As of the close of the current fiscal year, the City of Rockford’s governmental funds reported 

combined ending fund balances of $63,838,665.  Approximately 71 percent of this total amount, 
$45,331,181, is available for spending at the City’s discretion (unreserved fund balance). 

  
• At the end of the current fiscal year, unreserved fund balance for the General Fund was $29,277,422, 

or 30 percent of total General Fund expenditures. 
 
• During the current fiscal year, the City’s total long-term obligations increased by 5.6 percent, or 

$7,524,012, to $141,926,084. The key factor in this increase was the issuance of $20,990,000 in 
General Obligation Bonds for various capital improvements and revitalization projects. 

 
• The General Fund reported a net change in fund balance of $1,153,518 this year compared to a 

increase of $4,771,798 in 2004.   
 
• The City’s Governmental Funds capital outlays were $25,920,039 in 2005, an increase from last year 

of $2,783,348. 



City of Rockford, Illinois 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
For the Year Ended December 31, 2005 

 

 
 

      4 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This discussion and analysis are intended to serve as an introduction to the City’s basic financial 
statements.  The City’s annual report consists of three components: 1) the basic government-wide financial 
statements, 2) fund financial statements, and 3) notes to the financial statements.  This report also contains 
other required and nonrequired supplementary information in addition to the basic financial statements. 
 
Government-wide financial statements   
   
The governmental-wide financial statements report information about the City as a whole and are designed 
to provide readers with a broad overview of the City’s finances, using accounting methods in a manner 
similar to a private-sector business.   
 
The government-wide financial statements of the City are divided into three categories: 
 
Governmental activities (Primary government) – The governmental activities of the City include general 
government (general administration), public safety (police, fire, building inspection, street lighting), streets, 
alleys and bridges (public works administration, engineering, street, traffic), sanitation (public works –
sewer, garbage and refuse), community development (planning & zoning), culture and recreation (public 
library) and public health and welfare (human services and drug free).  Property taxes, State shared 
revenues, and operating grants from Federal and State agencies finance most of these activities.  
 
Business-type activities (Primary government) – The City charges fees to customers to help cover the 
costs of certain services it provides.  The water utility and parking systems are reported here. 
 
Component units – The City includes two other entities in its report:  the Rockford Mass Transit District 
and the Rockford Metropolitan Exposition, Auditorium and Office Building Authority.  Although legally 
separated, these component units are important because the City is financially accountable for them. 
 
The two government-wide statements are as follows: 
 
Statement of net assets – The statement of net assets presents financial information on all of the City’s 
assets and liabilities, with the difference between the two reported as net assets.  Over time, increases or 
decreases in net assets may serve as one indicator of whether the financial position of the City of Rockford 
is improving or deteriorating. 
 
Statement of activities – The statement of activities presents financial information on how the City’s net 
assets changed during the current fiscal year. All changes in net assets are reported as soon as the 
underlying event giving rise to the change occurs, regardless of the timing of related cash flow. 
 
Both of these statements assist in assessing the overall condition of the City, but one also needs to consider 
additional nonfinancial factors such as changes in the City’s property tax base and the condition of the 
City’s capital assets (roads and bridges, buildings, and water). 
 
The government-wide financial statements can be found on pages 17 - 18 of this report. 
 
Fund financial statements 
 
The fund financial statements provide more detailed information about the City’s most significant funds, 
but not the City as a whole.  Funds are accounting devices that the City uses to keep track of specific 
sources of funding and spending for particular purposes.  Some funds are required to be established by 
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State law and bond covenants.  The City also establishes many other funds to help it control and manage 
resources for particular purposes (e.g. capital improvement projects), or to show that it is properly using 
certain taxes (Library and Garage) or grants (Community Development and Human Services). 
 
The City has three types of funds: 
 
Governmental funds – Governmental funds are used to account for essentially the same functions reported 
as governmental activities in the government-wide financial statements.  However, unlike the government- 
wide financial statements, governmental fund financial statements focus on near-term inflows and outflows 
of spendable resources, as well as on balances of spendable resources at the end of the fiscal year.  
Consequently, the governmental fund statements provide a short-term view and help determine whether 
there are more or fewer financial resources that can be spent in the near future to finance the City’s 
programs. Because this information does not encompass the additional long-term focus of the government-
wide statements, a reconciliation is provided that explains the relationship or differences between the 
governmental funds and governmental activities. 
 
The City maintains 31 individual governmental funds, of which six are considered major funds.  
Information is presented separately for the City’s major funds in the governmental fund balance sheet and 
in the governmental fund statement of revenues, expenditures, and changes in fund balances.  The General 
Fund, Public Library Fund, Community Development Fund, Human Services Fund, Debt Service Fund, 
and Capital Projects Fund are considered the City’s major funds.  Financial data from the other 25 
governmental funds are combined into a single, aggregated presentation.  Individual fund financial data for 
each of the nonmajor governmental funds is provided in the form of combining statements elsewhere in this 
report.   
 
The City adopts an annual appropriated budget for its General Fund and its three major special revenue 
funds.  A budgetary comparison statement has been provided for the General Fund, Public Library Fund, 
Community Development Fund, and Human Services Fund to demonstrate compliance with this budget. 
 
The governmental fund financial statements can be found on pages 19 - 24. 
 
Proprietary funds – Services for which the City charges customers a fee are generally reported in 
proprietary funds. The City maintains two different types of proprietary funds.  Enterprise funds are used to 
report the same functions presented ad hoc business-type activities in the government-wide financial 
statements, only in more detail.  The City uses enterprise funds to account for its Water Utility Fund and its 
Parking System Fund, both of which are considered to be major funds of the City.  Internal service funds 
are an accounting device used to accumulate and allocate costs internally among the City’s various 
functions.  The City uses internal service funds to account for its fleet of vehicles, building maintenance, 
management information system, health system, 911 communications, and services for the City’s other 
programs and services. Because these services predominantly benefit governmental rather than business-
type functions, they have been included within governmental activities in the government-wide financial 
statements. 
 
The proprietary fund financial statements can be found on pages 25 - 29 of this report. 
 
Fiduciary funds – Fiduciary funds are used to account for resources held for the benefit of parties outside 
the government.  Fiduciary funds are not reflected in the governmental-wide financial statements because 
those funds are not available to support the City’s own programs.  The accounting used for fiduciary funds 
is much like that used for proprietary funds.  The City has two fiduciary funds, the police pension and 
firefighter’s pension funds.  The City is the trustee for these pensions and it is also responsible for ensuring 
that the assets reported in these funds are used only for their intended purposes. 
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The fiduciary fund financial statements can be found on pages 30 - 31 of this report. 
 
Notes to the financial statements – The notes provide additional information that is essential to a full 
understanding of the data provided in the government-wide and fund financial statements.  The notes to the 
financial statements can be found on pages 32 - 68 of this report. 
 
Other information – In addition to the basic financial statements and accompanying notes, this report also 
presents certain required supplementary information concerning the City of Rockford’s progress in funding 
its obligation to provide pension benefits to its employees.   
 
Required supplementary information can be found on pages A1 –A7 of this report. 
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Government-wide 
 
 
FINANCIAL ANALYSIS  
 
 
Net assets – As noted earlier, net assets may serve over time as a useful indicator of a government’s 
financial position.  In the case of the City, assets exceeded liabilities by $190,263,911 at the year end 
December 31, 2005. 
 
By far the largest portion of the City’s net assets (66 percent) reflects its investment in capital assets (land, 
buildings, equipment, other improvements and infrastructure) less any related debt used to acquire those 
assets that is still outstanding.  The City uses this capital to provide services to citizens; consequently, these 
assets are not available for future spending. Although the City’s investment in its capital assets is reported 
net of related debt, it should be noted that the resources to repay this debt must be provided from other 
sources, since the capital assets themselves cannot be used to liquidate these liabilities. 
 

Governmental Governmental Business-type Business-type
activities activities activities activities Total Total

2005 2004 2005 2004 2005 2004

Current and other assets 132,613,046$  128,110,135$ 20,006,403$    17,718,570$  152,619,449$ 145,828,705$ 
Capital assets 132,212,856    107,934,869 117,544,746   112,700,626 249,757,602 220,635,495   

Total assets 264,825,902    236,045,004 137,551,149   130,419,196 402,377,051 366,464,200   

Long-term liabilities 101,470,891    94,300,453   20,564,248     22,081,609   122,035,139 116,382,062   
Current liabilities 84,932,654      79,086,929   5,145,347       5,118,362     90,078,001   84,205,291     

Total liabilities 186,403,545    173,387,382 25,709,595     27,199,971   212,113,140 200,587,353   
Net assets:
Invested in capital assets, net of
   related debt 30,948,639      18,092,456   95,612,984     89,370,750   126,561,623 107,463,206   
Restricted 32,826,312      30,854,672   12,494,190     9,694,534     45,320,502   40,549,206     
Unrestricted 14,647,406      13,710,494   3,734,380       4,153,941     18,381,786   17,864,435     

Total net assets 78,422,357$    62,657,622$  111,841,554$  103,219,225$ 190,263,911$ 165,876,847$ 

City of Rockford Net Assets 

Restricted net assets represent resources that are subject to external restrictions on how they may be used.  
Unrestricted net assets may be used to meet the government’s ongoing obligations to citizens and creditors. 
 
At the end of the year, the City was able to report positive balances in all three categories of net assets, both 
for the government as a whole, as well as for its separate governmental and business-type activities. 
   
The government’s total net assets increased by $24,387,064 during the year, while restricted assets 
increased by $4,771,296. 
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Governmental Activities – Governmental activities increased the City’s net assets by $15,764,735, 
thereby accounting for 65 percent of the total growth in the net assets of the City. The key element of this 
increase was an increase in capital assets of $24,277,987.  
 

Governmental Governmental Business-type Business-type
activities activities activities activities Total Total

Revenues 2005 2004 2005 2004 2005 2004
Program revenues:

Charges for services 24,505,780$    22,458,151$     20,179,256$  17,846,826$  44,685,036$   40,304,977$     
Operating grants and 

contributions 21,335,383      19,068,782      -                    -                    21,335,383    19,068,782       
Capital grants and

contributions 6,872,910        6,786,811        4,887,660     4,963,830     11,760,570    11,750,641       
General revenues:

Taxes:
Property taxes 47,010,384      44,847,233      -                    -                    47,010,384    44,847,233       
Sales tax 23,378,788      22,356,167      -                    -                    23,378,788    22,356,167       
Franchise taxes 1,256,422        1,197,576        -                    -                    1,256,422       1,197,576         
Income tax 11,294,861      9,608,259        -                    -                    11,294,861    9,608,259         
Replacement tax 6,920,944        4,977,766        -                    -                    6,920,944       4,977,766         
Other taxes 13,253,749      13,036,277      -                    -                    13,253,749    13,036,277       

Interest earnings 1,485,108        1,630,807        376,485        337,065        1,861,593       1,967,872         
Other 3,009,223        2,386,737        -                    -                    3,009,223       2,386,737         

     Total revenues 160,323,552    148,354,566    25,443,401   23,147,721   185,766,953  171,502,287     

Expenses
General government 13,392,590      11,735,947      -                    -                    13,392,590    11,735,947       
Public safety 72,945,042      71,227,167      -                    -                    72,945,042    71,227,167       
Streets, alleys and bridges 11,008,143      10,555,875      -                    -                    11,008,143    10,555,875       
Community development 13,761,490      12,101,290      -                    -                    13,761,490    12,101,290       
Sanitation 7,095,605        7,161,939        -                    -                    7,095,605       7,161,939         
Culture and recreation 7,719,111        9,104,116        -                    -                    7,719,111       9,104,116         
Public health and welfare 14,186,561      10,727,258      -                    -                    14,186,561    10,727,258       
Interest and fiscal charges 4,507,875        4,338,003        -                    -                    4,507,875       4,338,003         
Water -                     -                      14,734,889   14,220,177   14,734,889    14,220,177       
Parking -                     -                      2,028,583     2,574,840     2,028,583       2,574,840         

     Total expenses 144,616,417    136,951,595    16,763,472   16,795,017   161,379,889  153,746,612     
Increase in net assets

before transfers 15,707,135      11,402,971      8,679,929     6,352,704     24,387,064    17,755,675       
Transfers 57,600             57,600             (57,600)         (57,600)         -                      -                       
Increase in net assets 15,764,735      11,460,571      8,622,329     6,295,104     24,387,064    17,755,675       
Net assets - beginning 62,657,622      51,197,051      103,219,225 96,924,121   165,876,847  148,121,172     
Net assets - ending 78,422,357$    62,657,622$     111,841,554$ 103,219,225$ 190,263,911$ 165,876,847$   

Changes in Net Assets 

 
 
Revenues for the City’s governmental activities increased by approximately $12,000,000 (8 percent) during 
the year. The leading factors are as follows: 
 
• Property tax revenue increased by approximately $2,200,000 (4.8 percent) during the current year 

compared to 6.4 percent and 4.7 percent for 2004 and 2003, respectively. Shared revenue from the 
State increased approximately $4,900,000 (9 percent) from 2004. Tax revenue from the State has 
rebounded significantly from the downturn in the statewide economy experienced in 2003. 

 
• Operating grants and capital grants increased nearly 10 percent, mostly as a result of an aggressive 

grant application strategy undertaken by the City.  Charges for services increased 9 percent due to 
continued emphasis on user fees including systematically updating the rates to keep pace with costs.  

 
Expenses for the City’s governmental activities increased approximately $7,700,000 (5.6 percent) during 
the year. For the most part this increase in expenses paralleled inflation with a few noteworthy exceptions: 
 
• Charges for health insurance increased 8.3 percent over 2004. 
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• Expenses for the City’s public health and welfare function were up 29 percent during the year. This 
increase reflects the cost of additional funding from both the U.S. and State Department of Human 
Services for energy assistance grants. 
 

• Expenses for the City’s community development function were up 13.7 percent during the year. This 
increase reflects the cost of additional funding from the U.S. Environmental Protection Agency for 
Brownfield Revolving Loans and the U.S. Department of Housing and Urban Development for Section 
108 Guaranteed Loans. 
 
Expense and Program Revenues - Governmental Activities
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Revenues by Source - Governmental Activities 
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The cost of all governmental activities this year was $144,616,417. However, the amount that taxpayers 
paid for these activities through City taxes was only $91,902,344.  Some of the cost was paid by: 
 
• Those who directly benefited from the programs ($24,505,780), or 
 
• Other governments and organizations that subsidized certain programs with grants ($21,335,383) and 

capital contributions ($6,872,910). 
 
 
Business-type Activities – Business-type activities net assets increased by $8,622,329 in 2005, accounting 
for 35 percent of the total growth in the government’s net assets. Revenues from business-type activities 
increased 10 percent to $25,443,401 and expenses decreased less than 1 percent to $16,763,472.  Key 
elements contributing to these results included: 
 
• Charges for services for business-type activities increased by 12 percent. The Water Utility accounts 

for a significant portion of this increase. A 10 percent increase in gallons of water supplied coupled 
with a 3 percent rate increase provided $2,156,946 of additional revenue. 

 
• The Water Utility received a one-time capital grant of $780,502 from the Illinois Department of 

Economic Opportunity for the construction of water mains. 
 
• Capital grants and contributions emerged as a major revenue source for the Water Utility during the 

current fiscal year, producing $4,887,660 of revenue. Most of this increase is a direct result of a new 
city ordinance requiring private developers to bear the cost of construction of new water mains. 
Previously the City was required to reimburse developers over a period of ten years. 
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Expenses and Program Revenues - Business-type Activities
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Revenues by Source - Business-type Activities
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FINANCIAL ANALYSIS OF THE CITY’S MAJOR FUNDS  
 
 
As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related 
legal requirements. 
 
Governmental funds – The focus of the City’s governmental funds is to provide information on near-term 
inflows, outflows, and balances of spendable resources. Such information is useful in assessing the City’s 
financing requirements. In particular, unreserved fund balance may serve as a useful measure of a 
government’s net resources available for spending at the end of the fiscal year. 
 
As the City completed the year 2005, its governmental funds reported a combined fund balance of 
$63,838,665, an increase of $1,614,035 (2.6 percent) in comparison with last year.  Unreserved fund 
balance was $45,331,181, and is available for spending at the government’s discretion. The remainder of 
$18,507,484 is reserved to indicate that it is not available for new spending because it has already been 
committed 1) to liquidate purchase orders of the prior period ($9,683,792), 2) to pay debt service 
($5,394,738), 3) for long-term notes receivable ($2,304,801), 4) for intergovernmental agreements, 
($1,098,044), and 5) for endowments which are restricted to principal ($26,109).  
 
The General Fund is the chief operating fund of the City.  At the end of the current fiscal year, unreserved 
fund balance of the General Fund is $29,277,422, while total fund balance reached $30,670,730.  As a 
measure of the General Fund’s liability, it may be useful to compare both unreserved fund balance and total 
fund balance to total expenditures.  Unreserved fund balance represents 30 percent of total General Fund 
expenditures, while total balance represents 32 percent of that same amount. 
 
The fund balance of the City’s General Fund increased by $1,153,518 during the current fiscal year.  Key 
factors in this increase are as follows. 
 
• Intergovernmental revenues were considerably higher than anticipated, most notably State income 

taxes of $1,302,261 and replacement taxes of $1,994,662 were over budgeted amounts. In total, 
intergovernmental revenues were $3,439,770 over budgeted amounts. 

 
• General fund expenditures were higher than anticipated by $1,561,421, most notably public safety was 

$1,091,718 over budgeted amounts. 
 
The Public Library fund balance at year-end was $2,242,555, of which $11,109 is reserved for 
endowments. There was an increase in fund balance of $199,880 during the year, which resulted from 
expenditures being over budget by $127,765 (1.8 percent) and revenues exceeding budgetary estimates by 
$470,207 (6.7 percent). 
 
The Community Development fund balance at year-end was $3,729,167, of which $2,107,775 is reserved 
for long-term notes receivables and $1,098,044 for intergovernmental agreements. There was a decrease in 
fund balance of $173,052 during the year, which resulted from expenditures increasing by $1,559,990 
(26 percent), while revenues increased only $1,388,496 (23 percent). 
 
The Human Services fund balance at year-end was $1,242,971, of which $187,742 is reserved for long-
term notes receivables and $251,570 is reserved for encumbrances.  This represents a decrease of $99,350 
or 8 percent during the year. 
  
The Debt Service fund total fund balance at year-end was $5,131,603, all of which is reserved for the 
payment of debt service.  The net increase in the fund balance during the current year was $745,551. 
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Capital Projects fund total fund balance at year-end was $16,956,242.  There was a net increase in fund 
balance of $722,266 from 2004.  
 
Proprietary funds – The City’s proprietary funds provide the same type of information found in the 
government-wide financial statements, but in more detail. 
 
Unrestricted net assets (deficit) of the Water Utility fund at the end of the year amounted to $3,757,060, 
and those of the Parking System fund amounted to ($22,680).  The total change in net assets for both funds 
was $9,130,745 and ($508,416), respectively.  Other factors concerning the finances of these two funds 
have been addressed in the discussion of the City’s business-type activities.   
 
Budgetary Highlights 
 
The City Council passed a supplemental budget appropriation of $1,576,000 for the General Fund. The 
City is legally authorized by State statutes to amend the budget after June 30.  The changes to the General 
Fund departments are as follows: 
 
 Mayor’s Office    $         35,000 
 City Council    $         10,000 
 Legal Department   $         80,000 

Finance department         $       508,000 
Police Department      $       400,500 
Fire department                           $       213,000   
Public works –  
Street and Sewer            $       163,500 
Traffic                $       166,000     

 
During the year the City spent 101.6 percent of the final amount appropriated in the General Fund, 
however, revenues exceeded budgetary estimates by 105 percent. The net change to fund balance was a 
positive $1,150,000. 
 
 
CAPITAL ASSET AND DEBT ADMINISTRATION 
 
 
Capital Assets – The City’s investment in capital assets for its governmental and business-type activities as 
of December 31, 2005 amounts to $249,757,602 (net of accumulated depreciation).  This investment in 
capital assets includes land, buildings, equipment, improvements, roads and bridges, and water and sewer 
lines. The total increase in the City’s investment in capital assets for the current fiscal year was 13 percent 
(a 22 percent increase for governmental activities and a 4 percent increase for business-type activities). 
 
Major capital asset additions during the current fiscal year included the following: 
 
• Vehicle and operating equipment costs for the fire and police departments were $1,001,023 and 

$518,832, respectively. These replacements were necessary after two years without capital purchases.   
 
• A variety of street construction projects in new residential developments and widening and expansion 

projects for existing streets and bridges were initiated. However, the City’s main focus in 2005 was 
major improvements to key arterial streets. Capital projects completed during the year totaled 
$14,399,415, while construction in progress as of the end of the current year had reached $20,697,047. 
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• Various system additions and improvements were completed in the Water Utility fund at a cost of 
$3,421,134; construction in progress as of the end of the current year had reached $667,647.  

 
•  Additions and improvements completed in the Parking System fund were $3,050,369. There was no 

construction in progress as of the end of the year. 
 

Governmental Governmental Business-type Business-type
activities activities activities activities Total Total

2005 2004 2005 2004 2005 2004
Land 3,385,353$      2,889,132$     6,000,310$     6,069,661$    9,385,663$    8,958,793$     
Land improvements 374,508           455,568         139,905         137,122        514,413         592,690          
Buildings and improvements 29,571,924      30,529,383    15,186,464    12,731,633   44,758,388   43,261,016     
Improvements other than building -                       -                     94,692,038    89,691,384   94,692,038   89,691,384     
Equipment 9,211,591        9,462,027      858,382         1,048,260     10,069,973   10,510,287     
Infrastructure 68,972,433      56,922,283    -                     -                    68,972,433   56,922,283     
Construction in progress 20,697,047      7,676,476      667,647         3,022,566     21,364,694   10,699,042     
Total 132,212,856$  107,934,869$ 117,544,746$ 112,700,626$ 249,757,602$ 220,635,495$ 

 Primary Government Capital Assets (net of depreciation)

 
Additional information on the City of Rockford’s capital assets can be found in Note III, C on pages 48 – 
49 of this report. 
 
Long-term Debt – At the end of the current fiscal year, the City of Rockford had total debt outstanding of 
$124,220,000.  This debt is backed by the full faith and credit of the City.  Total debt increased by 
$9,930,000 during the current fiscal year.  The key factors in this increase were capital equipment for the 
police, fire, and public works departments and annual borrowings for street and water system 
improvements. 
  

Governmental Governmental Business-type Business-type
activities activities activities activities Total Total

2005 2004 2005 2004 2005 2004
General obligation bonds 101,970,000$ 90,550,000$    22,250,000$  23,740,000$   124,220,000$ 114,290,000$  

Primary Government Outstanding Debt
General Obligation and Revenue Bonds
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During the current fiscal year, the City refinanced some of its existing debt to take advantage of favorable 
interest rates. 
 
• The City of Rockford issued general obligation bonds to refinance previously outstanding general debt 

of $510,000.  The result was an economic gain of $19,502. 
 
The City of Rockford’s bond rating is A1 from Moody’s Investors Services. 
 
The State imposes a legal limit of 8.625% of total equalized assessed valuation on the amount of general 
bond indebtedness.  The City further limits their indebtedness, by ordinance, to 80.0% of the State limit.  
As of December 31, 2005 the City’s indebtedness was $37,438,881 less than the City limit and $68,816,333 
less than the State limit. 
 
Additional information on the City of Rockford’s long-term debt can be found on Note III, G on 
pages 53 - 60 of this report. 
  
ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES 
 
The City of Rockford is the industrial and business hub of the Rock River Valley and northwestern Illinois.  
Rockford’s economy is diversified with manufacturing and medical as its primary base, while call 
center/office operations, distribution centers and educational institutions are becoming more important to 
the economy.  The City of Rockford economic conditions are as follows: 
 
 
• The unemployment rate for the City of Rockford is currently 6.4 percent, which is a decrease from a 

rate of 6.5 percent a year ago.  This is higher than the State’s average unemployment rate of 
5.7 percent and the national average rate of 5.1 percent. 

 
• Inflation in the metropolitan area compares to the national consumer price index. 
 

2005 2004 2003 2002 2001
Rockford 6.40% 6.50% 8.30% 7.80% 6.50%
State of Illinois 5.70% 5.70% 6.40% 6.50% 5.80%
United States 5.10% 5.10% 5.40% 5.80% 5.40%

Unemployment rates

City of Rockford MSA Non-Agricultural Wage and Salary Employment
(Annual Averages)

 
Employment Number 2005 2004 2003 2002 2001
Manufacturing 39,900      40,200    38,300    40,800    46,100       
Nonmanufacturing 114,500    115,000  112,500  114,600  112,800     
Government 16,100      16,200    19,100    19,500    19,300       
Total 170,500    171,400  169,900  174,900  178,200     

 
All of these economic factors were taken into account when adopting the General Fund budget for 2006. 
 
The City’s goal in developing the 2006 budget was to continue offering citizens basic services, economic 
development efforts, a continuing capital improvements program, and fiscal stability. Development and 
adoption of the 2006 budget were premised on maintaining a level of service equivalent to 2005, making 
incremental improvements where possible, while working within the limitations of the Property Tax 
Extension Limitation Law. 
 



City of Rockford, Illinois 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
For the Year Ended December 31, 2005 

 

 
 

      16 

Budgeted expenditures in the General Fund are $101,523,381, an increase of 5.3 percent over the final 
2005 budget of $96,403,253. Employee contracts, pensions and health insurance costs make up the largest 
increases in the budget. 
 
In January 2006, the City Council approved the proposed budget with minimal revisions from the original 
proposed budget. Staff reviewed all revenues and expenditures, changes were made as necessary, and a 
balanced General Fund GAAP budget was adopted. This budget allows the City to maintain the necessary 
fund and cash balances, as well as allows the 2007 budget process to begin on a sound financial footing. 
 
 
Requests for information 
 
This financial report is designed to provide a general overview of the City of Rockford’s finances for all 
those with an interest in the Government’s finances and to demonstrate the City’s accountability for the 
money it receives. Questions concerning any of the information provided in this report or requests for 
additional financial information should be addressed to the Office of the Finance Director, 425 East State 
Street, Rockford, Illinois 61104. 




















































































































