VILLAGE OF CLARENDON HILLS, ILLINOIS

WATER FUND BALANCE AND CAPITAL POLICY

This policy shall apply to the Village’s Water Fund. The policy shall address the
minimum amount of fund balance, which shall be set aside for Operations and the
amount available for Water Capital projects. The minimum fund balance shall be forty
percent of the current annual budgeted expenses for the Water Fund. Upon the
completion of the Comprehensive Annual Financial Report (CAFR) the forty percent
calculation will be made and excess over the forty percent minimum shall be transferred
to Cash and Investments — Restricted for Capital Projects. The forty percent minimum
fund balance must be represented by cash or investments, other assets are not permitted
to be included in the minimum calculation. Furthermore, since the Water Fund, as an
enterprise fund, does not report “fund balance”, the calculation will be based on current
assets minus current liabilities (Working Capital Balance).

Two Cash and Investment accounts will be established within the Water Fund; Cash and
Investment — Operating and the other termed Cash and Investment — Restricted for Future
Capital Projects. At the end of the Village’s fiscal year funds spent on capital projects
will be deducted from the Cash and Investment — Restricted for Future Capital Projects
account and transferred to the Cash and Investment — Operating account.

The annual Water Fund budget will provide for a contribution for future Capital Projects
in the amount of $335,000.

A Capital Reserve in the amount of $300,000 will be maintained for unanticipated and
unbudgeted capital expense on an annual basis. This reserve will be shown as a
deduction to ending fund balance in the Ten Year Water Capital Plan.



