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Village of Clarendon Hills
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FROM: Randall R. Recklaus, Village Manager
Peg Hartnett, Iinance Director/Treasurer/Budget Officer

SUBJECT:  Fiscal Year 2012-13 Proposed Budget

INTRODUCTION

The Village’s fiscal year 2012-13 proposed budget is respectfully presented for the purpose of
review and discussion at the budget workshop on March 24, 2012. The following narrative
provides an analysis of major revenue projections and highlights some of the major expenditures.

The budget plan attempts to balance the various legal and operational responsibilities of the
Village, and the values of the community, with the constraints of the resources available to us.
The current budget plan reflects the economic realities of today. This year’s General Fund
budget reflects a 2.3% decrease in departmental expenditures due to the reduction in staffing and
the new compensation system instituted last year. The budget also reflects a net increase in
general fund revenues (after sales tax rebates) of 3.5%. This increase is almost entirely due to
opening of the new auto dealership in the Ogden Avenue TIF. The plan projects a $362,330
excess fund balance this year. Despite a projected decrease in departmental expenditures, without
the new sales tax from the dealership, the projected excess fund balance would only have been
$176,000 in FY 2012-13. We do not believe future years’ budgets will allow us to make as
many reductions or see as significant of revenue increases as were possible this year. The
likelihood of future expenditure increases, the instability of the State of Illinois’ financial
situation, and the general lack of economic activity all mean that the years ahead will continue to
be difficult for the General Fund. The Village Board and Staff will have to be both creative and
flexible going forward to see that the Village’s responsibilities are met.

The Water and Capital Funds will also see pressure in coming years due to economic
uncertainty. It should be noted that the Water Fund’s costs will increase by 115% over the next
four years due to the increased cost of water brought about by rate increases by the DuPage
Water Commission and the City of Chicago. The current budget begins to absorb those costs
over a five year period to ease the burden on the rate payers. Of the Village’s 29.11 miles of
water mains, 15.6 miles are 67 years old or over. While the mains in the worst shape have been
dealt with, it is still important that an adequate replacement schedule be maintained. The Water
Fund’s capital plan calls for approximately one half mile to be replaced a year. Staff believes
that such a schedule is adequate, but not aggressive.  Given the mid to long term financial
pressure the Village is under, the interplay between the Capital and General Fund will need to be
continually examined in future years. This will be a topic of discussion at the upcoming Budget
Workshop on March 24®. Below you will find a fund-by-fund summary of this year’s plan.
GENERAL FUND

Page 1 0f 12



The Village’s proposed General Fund budget provides for an excess fand balance of $362,330 at
FY 2012-13 year-end, bringing the total fund balance to $3,800,934. This budget includes a
$250,000 transfer to the Capital Projects Fund and $200,000 in the General Fund Contingency
account for any unexpected expenses. At fiscal year end 2011, the Village transferred $100,000
to the Capital Projects Fund and reserved $957,040 in additional General Fund balance to
provide extra resources in FY 11-12, if needed. The FY 2011-12 budget included a $200,000
transfer to the Capital Projects Fund.

Revenues

Overall General Fund revenues are projected to increase 7% from the FY 2011-12 budget,
almost entirely from increased sales taxes and property taxes from the auto dealership in the
Ogden Avenue TIF. The net increase in revenues (after rebates) is 3.5%.

» Property Taxes

Under the Property Tax Extension Limitation Act (Tax Cap law), the tax levy can only increase
by 5% or the increase in the Consumer Price Index (CPI), whichever is less. Property tax
revenues, which were levied in December 2011, reflect an estimated increase of 2.64%, which
includes the 1.5% CPI at year end 2010 and approximately 1.14% in new construction, based on
estimates provided by the Downers Grove Township Assessor. At the time of the 2011 levy, the
Township Assessor estimated the equalized assessed valuation (EAV) for property within the
Village will decrease by 6.59%.

What does this mean for the Village’s property taxes in FY 2012-13?

The Village received $2,915,236 in property taxes this year for general Village services, such as
police protection, fire protection, road and bridge and general corporate services. An additional
$365,401 was received to fund police and fire pensions, for a total of $3.28 million. This amount
does not include property taxes received by the Village for special service area debt payments or
the TIF District.

The Village expects to receive an estimated increase of $86,563 in property tax revenues in FY
2012-13 for general Village services, police, and fire pensions. This estimate is dependant upon
the determination of the Village’s new construction, and will not be known until April 2012.
The Downers Grove Township Assessor estimates the Village’s new construction at $6 million,
an increase of 52% from the prior year. However, the DuPage County Supervisor of Assessments
has the final authority. The final tax levy will be released by DuPage County during the first
week of April.

[lustrated below is a ten vear history of the Village’s property tax rates.
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_ Taix Bevy Yeai _Fiscal Year | TaxRate | Changefrom Prior Year

2011 estimate 2013 0.6394 0.0476
2010 2012 0.5918 0.0511
2009 2011 0.5407 0.0041
2008 2010 0.5366 (0.0050)
2007 2009 0.5416 (0.0263)
2006 2008 0.5679 (0.0239)
2005 2007 0.5918 (0.0562)
2004 2006 0.648 (0.0397)
2003 2005 0.6877 (0.0641)
2002 2004 0.7518 (0.0338)

Property tax revenues account for approximately 54% of the Village’s General Fund revenues.

» Places for Eating Tax

The Places for Eating Tax is expected to decrease 5% from the current year budget to $90,000.
This is largely attributable to the closing of one restaurant in the Central Business District. FY
2011-12 year-end is projected to be $90,000 as well.

> State-shared Revenues

The Illinois Municipal League (IML) estimates of December 2011 were used to calculate Income
Tax, Use Tax, Personal Property Replacement Tax and Motor Fuel Tax for the upcoming year,
along with trend data from the second half of FY 2011-12. These estimates however, do not
factor in any decreased share of revenues that may be forthcoming from the State of Illinois.

» Income Tax receipts arc estimated to be $665,000 or 3% greater than the FY 2011-12
budget of $644,250. A portion of the additional revenues result from the Village’s
increased population in the 2010 Census.

» Use Tax is estimated to increase 27% from the FY 2011-12 budget to $130,000. The
Village receives additional per capita Use Taxes from the increased census as well.

» Personal Property Replacement Tax receipts are estimated to decrease 22% to $12,500 in
FY 2012-13 as the State of Illinois approved a reduction in the amount of tax to be
distributed to municipalities.

» Sales Tax
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Sales Tax receipts are estimated to be 877,000 or 60% greater than the I'Y 2011-12 budget.
Included in this budget is $400,000 in additional sales tax revenues from the auto dealership in
the Ogden Avenue TIF, of which approximately $213,000 will be rebated.

» License Fees

Total License Fees are budgeted at $226,900, a 4% increase from the prior year budget. Motor
vehicle license fees increased $7,200 from the budgeted level in FY 2011-12 and are expected to
stay the same in FY 2012-13. All other license fees are expected to remain at the FY 2011-12
budgeted amounts or decrease slightly.

» TInvestment Earnings

Investment earnings are expected to be $20,000 in Y 2012-13 as interest rates remain at
historically low levels. Budgeted earnings were determined by calculating the interest income on
current investments, which will be maturing in FY 2012-13, along with 0.10%-0.30% on cash
balances that may be reinvested.

» Building Permits and Fees
Building Permits and Fees are expected to increase 14% from the current year budget to
$267,985, resulting from fifteen single family homes. This is unchanged from the expected
current fiscal year-end of fifteen homes as well. Commercial building remains stagnant,
however, with no identifiable projects on the horizon.

» Cable Franchise Fees
Cable Franchise Fees are based on the cable packages that Village residents maintain. The FY
2012-13 budget of $137,000 is expected to increase 5% from the FY 2011-12 budget, but
unchanged from the estimated year-end.

» Police Fines

Overall Police Fines are expected to decrease 8% from the FY 2011-12 budget to $209,000,
resulting from the decreased manpower in the Police Department.

> Concert Revenues

Concert Beverage Sale revenues are unchanged from the current year-end of $20,000 and
Reimbursements from Sponsorships remain at $15,000 for six concerts in the summer of 2012.

» Ambulance Fees
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Ambulance Fees vary widely from year to year and are difficult to project, as they are based on
the emergency medical service needs of the community during that particular year. Revenues are
estimated to be $130,000 in FY 2012-13.

Expenditures

The FY 2012-13 Budget calls for expenditures in the General Fund to increase 2.2% over the FY
2011-12 budget. However, the plan calls for departmental expenditures to decrease by 2.3% or
$129,670, resulting from reduced personnel and staff’s conscious efforts to cut costs. The
increase in General Fund expenditures is due to an increase in the amount transferred from the
General Fund to the Capital Fund by $50,000 and an estimated $212,500 sales tax rebate amount
related to the auto dealership project.

The Miscellaneous Administrative/Transfers represent a $250,000 transfer to the Capital Projects
Fund, $212,500 in sales tax rebates, and $200,000 in the General Fund Contingency for
unanticipated expenses.

Salaries are budgeted at the current level for all non-union personnel and union personnel will
receive a 2.5% increase, pursuant to their contract. Health insurance is budgeted at an 8%
increase over the current year and dental insurance at a 5% increase. Actual increases in
insurance costs will not being known until the end of March. All pension and FICA contributions
are based on the budgeted salaries. The IMRF matching rate for calendar year 2012 is 13.77%,
while the final rate for 2013 will not be known until May 2012.

Police and Fire Pension contributions are based on annual actuarial studies and are used as the
basis for the tax levies. For FY 2012-13, the Police Pension contribution decreased 1.6% to
$342.870 while the Fire Pension contribution increased 93% to $32,630. The large increase in
the Fire Pension contribution resulted from the required change in the actuarial method from the
Entry Age Normal cost method to the Projected Unit of Credit method.

The Village participates in an Intergovernmental Risk Management Agency (IRMA) to pool its
risk management needs. The annual contribution is based on a five-year average of the Village’s
revenues, plus or minus an experience modifier. The experience modifier is a formula based on
the Village’s individual loss experience as compared to the IRMA average loss experience. Any
investment eamings factor into the annual contribution calculation also. In FY 2011-12, the
Village’s annual contribution decreased 24% to $134,616. This decrease resulted from the
Village’s favorable claims experience, as well as an increase in the claims deductible from
$5,000 to $25,000. The Village will reserve the $73,000 in savings from the FY 2011-12 actual
contributions versus the budgeted amount, in order to offset any increases in the Village’s out-of-
pocket costs that result from the larger deductible going forward. IRMA’s annual contribution is
budgeted in F'Y 2012-13 at $141,347 or a 5% increase.

General Fund Contingency is budgeted at $200,000. This amount compares with $200,000 in F'Y

2011-12 and $250,000 in FY 2010-11. A transfer to the Capital Projects Fund has been budgeted
at $250,000, pursuant to the Village’s Fund Balance policy.

Page 5 of 12



General Fund Departmental Highlights

President/Board/Committees — The Zoning Board of Appeals/Plan Commission, Police and
Fire Commission, and Public Relations are included within the President/Board/Committees
budget. Budgeted expenditures increased by 13.4% or $11,500 from the current f{iscal year,
resulting entirely from the transfer of overtime and benefit costs associated with the summer
concert series and the annual Christmas Walk into this account. Previously, these costs were
paid out of the Hotel/Motel Tax Fund; however with the closing of the Village’s motel, these
funds are no longer available.

Administration/Finance — Legal services, information technology services, and
maintenance of the Village Hall are also included within the Administration/Iinance budget.
Expenditures are expected to increase by 6.7% or $41,730 from the current budget, largely
the result of legal services associated with the consolidation of the Hinsdale and Clarendon
Hills Police Departments. We anticipate much of these costs will be reimbursed by a grant
from the [linois Criminal Justice Information Authority and/or the Village of Hinsdale.

Police — Costs associated with the administration, operation and support of the Police
function, as well as the maintenance of the Police facility are included within the Police
budget. Expenditures are expected to decrease 4.6% or $125,575 from the current budget, as
the sworn positions within the department have been reduced to one Chief, three Sergeants
and nine Patrol Officers. The Village’s required police pension contribution, budgeted in
police administration, decreased 1.6% as detailed earlier.

Fire — Costs associated with the administration of the Fire Department, fire suppression,
emergency medical services, fire prevention, emergency management, and the maintenance
of the fire station are included in the Fire budget. Expenditures are expected to increase 5.7%
or $59,955 from the current budget. $16,000 of the increase is attributable to the Village’s
required pension contribution as detailed earlier, and the remaining costs are associated with
fire suppression services and maintenance of an aerial ladder truck, engine, and heavy duty
rescue truck. Personnel costs for the fire suppression function of the Department vary
somewhat each year as they are partially driven by the number of actual fire calls throughout
that particular year due to our reliance on paid-on-call (POC) firefighters to supplement the
part-time firefighters that staff the department.

Public Works — The Public Works budget reflects the costs associated with the delivery of
public services to the Village, as well as the maintenance of the Public Works facility. Utility
expenses to operate the two storm water pumps, street lights and lease fees to operate the
intersection lights are included in this budget, along with the landscape maintenance for
public properties, street maintenance and spow removal. Expenditures are expected to
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decrease by 11.2% or $101,000 from the current budget as the Village’s long-time Public
Works Director will be retiring this year, and the department is operating without one part-
time employee.

=  Community Development - The Community Development budget includes costs associated
with the professional planning services for the Village, review and issuance of building
permits, regulation of land use and development, and code enforcement activities.
Expenditures are expected to decrease 5% or $16,280 from the current budget reflecting a
reduction in the staffing level of the department. Expenditures include building reviews and
inspections, such as engineering reviews, plumbing, electrical and elevator inspections.
These costs reflect the building activity within the Village and are largely paid by the
developers and permittees.

MOTOR FUEL TAX FUND
Revenues
> Motor Fuel Tax

Motor Fuel Tax allotments for FY 2012-13 are estimated to be $213,000, a decrease of 14%
from the current year-end. This decrease resulted from a one time, $34,160 Jobs Now Grant that
was received from the State in FY 2011-12.

Expenditures

FY 2012-13 expenditures include the purchase of rock salt and liquid calcium chloride for snow
removal, $62,750; contract tree trimming and the removal of parkway trees, $75,000; and the
removal and replacement of sidewalks throughout the Village, $50,000. Funds are also included

in the Motor Fuel Tax budget for the contract cleaning, inspection and repairs of the Village’s
storm sewer system, $20,000,

WATER FUND
Revenues

» Water Sales
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Water Sales revenues are based on the average annual consumption over the past three years at a
water rate of $9.77 per 1,000 gallons. Actual water sales may fluctuate widely however, based on
the precipitation and weather conditions during a particular year. Water Sales revenues are
estimated to be $2,650,000 for FY 2012-13.

» Cell Tower Lease Revenues

Cell Tower Lease revenues, budgeted at $121,205 for FY 2012-13, are based on current
contracts and reflect 50% of the total amount received for cell fower lease revenues. The
remaining 50% is included in the Capital Projects Fund. Total lease revenues of $242.410
represent an increase of 2.4% over FY 2011-12. It is worth noting that the Village received
notice from Sprint/Nextel recently that they are beginning to shut down some of their cell sites
this year. Currently, Sprint/Nextel leases space at both of the cell tower spaces within the
Village, and any reduction would reduce revenues in both the Water and Capital Projects Funds.

> Investment Earnings

Investment earnings are expected to be $12,000 in 'Y 2012-13 as interest rates continue to
remain near zero percent. Budgeted earnings were determined by calculating the interest income
on current investments, which will be maturing in FY 2012-13, along with 0.10%-0.30% on cash
balances that may be reinvested.

Expenditures
*  Operating

Expenditures for the purchase of water are budgeted at wholesale water rates of eight months at
$2.99 per 1,000 gallons and four months at $3.58 per 1,000 gallons. At its November 17, 2011
meeting, the DuPage Water Commission approved four years of increases to the wholesale rate it
charges municipalities for water purchases, resulting in a total estimated cost for Village water at
$840,000 for FY 2012-13.

= (apital Improvements

Budgeted capital improvements include $362,000 for the replacement of the existing 85 year old
cast iron water main on Prospect and Park Avenues in the Central Business District (CBD). This
project will be completed in conjunction with the removal and replacement of sidewalks and
crosswalks and the installation of tree grates in the CBD, which has been funded by a grant from
the [llinois Department of Commerce and Economic Opportunity.

Other budgeted water capital improvements include the contract repairs of the Ann Street
500,000 gallon underground reservoir, as identified by an engineering inspection. A detailed list
of all water capital improvements is provided in the budget with a brief narrative for each
project. Also included is an updated ten year water capital improvement plan. All projects
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require Board approval prior to initiation. $236,355 is also being reserved for the future
replacement of the Water Fund’s, vehicles, machinery and equipment.

CAPITAL PROJECTS FUND
Revenues
» Utility Tax

Utility Taxes are comprised of three parts: Nicor payments, ComEd payments and State-shared
receipts from telecommunications taxes. FY 2012-13 revenues from Utility Taxes are budgeted
at $685,000. This revenue was originally pledged for the refunding of the 1990s road program
and since has been used as a general funding source for capital improvements. In order for it to
continue this tax will need to be renewed on April 30, 2012 as a sunset provision would
climinate it without further action.

» Cell Tower Lease Revenues

Cell Tower Lease revenues, budgeted at $121,205 for FY 2012-13, are based on current
contracts and reflect 50% of the total amount received for cell tower lease revenues. The
remaining 50% is included in the Water Fund. Total lease revenues of $242,410 represent an
increase of 2.4% over FY 2011-12. It is worth noting that the Village received notice from
Sprint/Nextel recently that they are beginning to shut down some of their cell sites this year.
Currently, Sprint/Nextel leases space at both of the cell tower spaces within the Village, and any
reduction would reduce revenues in both the Water and Capital Projects Funds.

> Investment Earnings

Interest earnings were determined by calculating the interest income on current investments,
which will be maturing in FY 2012-13, along with 0.10%-0.30% on cash balances that may be

reinvested.

» Transfer from the General Fund

The General Fund transfer to Capital Projects is budgeted at $250,000 for FY 2012-13.

Expenditures

The budget provides a detailed listing and narrative for each of the proposed capital projects for
FY 2012-13. An updated ten year capital plan for the Village is included along with ten year
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plans for each of the individual departments. All projects require Board approval prior to
initiation. $510,665 is also being reserved for the future replacement of the Village’s vehicles,
machinery and equipment.

BN/CH PARKING FUND
Revenues
» Parking Permit Fees

Parking permit fees are budgeted at $54,000; unchanged from the current year.

Expenditures

Budgeted expenditures include the normal costs associated with the BN/CH station and lot
operations such as snow plowing, landscape maintenance and cleaning services.

DEBT SERVICE FUNDS

The Debt Service Fund accounts for the payment of the principal and interest on the Village’s
2002 Debt Certificates to fund the purchase of fire trucks and the 2005 Debt Certificates to fund
the construction of the police facility in 2005. Monies are transferred from the Capital Projects
Fund for the repayment of the debt. This debt was refinanced in 2012 in order to save $217,000
in interest costs over the life of the debt. Beginning with FY 2012-13, the fire truck debt will be
repaid from the 2012 Refunding Debt Fund. One final payment on the police facility will be
made from the Debt Service Fund. All future payments will be made from the 2012 Refunding
Debt Fund as well.

The 2009 Debt Service Fund accounts for the payment of the principal and interest on the 2009
G.0O. Alternate Revenue Bonds to fund road improvements to Churchill, Grant and Hudson
streets. Property taxes are transferred from Special Service Area No.15, along with the Village’s
share from the Capital Projects Fund, for repayment of the debt.

The 2011 Debt Service Fund accounts for the payment of the principal and interest on the 2011
(G.0. Alternate Revenue Bonds to fund road improvements to Hudson, Iroquois, Mohawk, Ridge,
Juliet, North Jackson and Harris streets. Property taxes are transferred from Special Service
Area Nos.18-23 for repayment of the debt.

The 2012 Refunding Debt Service Fund was established for payment of the principal and interest
on the Village’s 2012 Debt Certificates. These certificates were issued to refinance the Village’s
2002 Debt Certificates and 2005 Debt Certificates, in order to save $217,000 in interest charges.
Repayment of the debt will be made through a transfer from the Capital Projects Fund.
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SPECIAL SERVICE AREA FUNDS

The Special Service Area (SSA) funds exist solely to accumulate property taxes to pay the debt
service payments associated with the Road Programs, Traube and Park Willow water mains.
SSA 14 was established to collect the property tax in licu of the parking obligation at 1 Walker.
Upon collection, this tax is transferred to the Economic Development Fund. SSAs 15, 18, 19,
20, 21, 22 and 23 provided for road improvements on the Village’s various streets. More
information regarding the special service areas may be found in the detailed budget.

POLICE PENSION FUND
Revenues

The Police Pension Fund exists to accumulate funds from the Village’s property tax levy for
police pensions and its member contributions. These funds are used to pay current and future
pension benefits for police officers. Presently, the fund has twelve active members. Village
contributions are based on an annual actuarial evaluation, which is used as the basis for the tax
levy. For FY 2012-13, the police pension contribution will be $342,870. Member contributions
are set by state statute at 9.91%.

Expenditures

Budgeted expenses include payments for pension benefits at $438,865, professional services
associated with the fund such as actuarial and audit services at $8,960, and the statutorily
required trustee training at $5,000.

FIRE PENSION FUND
Revenues

The Fire Pension Fund exists to accumulate funds from the Village’s property tax levy for fire
pensions and its member contributions. These funds are used to pay future pension benefits for
the Fire Chief. Village contributions are based on an annual actuarial evaluation, which is used
as the basis for the tax levy. For FY 2012-13, the fire pension contribution will be $32,630.
Member contributions are set by state statute at 9.455%.

Expenditures

Budgeted expenses include payments for professional services associated with the fund, such as
investment expenses, actuarial and audit services at $8,365, and the statutorily required trustee
training at $1,000.
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