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annually consider a five year financial and capital improvements plan document,

and;

WHEREAS, this document for fiscal years 2012 through 2016 has been reviewed by the
Board of Trustees, and:

WHEREAS, this document fulfills a planning process as a formal policy of the President and
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specific time periods in which they will be considered;

NOW THEREFORE BE IT RESOLVED, by the PRESIDENT AND BOARD OF
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attached document is hereby considered a formal, five year financial and capital improvements
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MEMORANDUM

TO: Village President and Board of Trustees
FROM: Robert O. Barber, Village Administrator
DATE: November 14, 2011

RE: FIVE YEAR FINANCIAL PLAN FOR THE VILLAGE OF BEECHER
FY 2012 - 2016

I am pleased to present to the Village Board a five year financial plan for the Village of Beecher.
This is the fifth year we have prepared such a plan, and this document has become a useful tool
in spotting trends in the financial data which will impact us in the 3 - 5 year time frame. The key
to this plan is an accurate projection of revenues. In this plan, we have tried to be extremely
conservative in these projections. However, as the economy continues to be volatile, revenue
projections become increasingly difficult. This required candid discussion on these projections,
and a commitment on the part of Village staff and the elected officials to review this document
annually to ensure the long-term sustainability of the Village’s finances. This document was
subject to approximately 100 hours of staff time preparation, and over 8 hours of review and
discussion with the Village President as the chief budget officer.

Executive Summary

For those that do not have time to read this report in detail, the following paragraphs summarize
the findings. There are no new full-time positions funded in the coming five years. We must
live with the staffing levels that we have. Personnel wages for use in F'Y2012/2013 were
provided to staff by the Village President and Chair of Finance. After this first year, 1% annual
‘ncreases were assumed. Health insurance costs were forecast to increase 10% per year, and the
new insurance rates were utilized with an annual 5% increase as recommended by our new
carrier. Electric rates should also stabilize. All of these factors took some pressure off the
bottom line in this five year plan, yet staff believes the predictions are accurate and that the
Village can continue to provide its current tevel of service for the next five years. However, a
watchful eye must be kept on Springfield and any reductions in revenue to local governments can
seriously impact this plan. '
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In the General Fund, the use of the remaining $86,520 in reimbursements from th MGM and
Montalbano escrow accounts to pay for past due engineering and legal services allows for the
balancing of the budget for the first three years of the financial plan using the process of
encumbering revenues over expenses each year to be used in the following years. This is the
only way we can survive. In the fourth year, a negative balance of -$8,452 begins to appear,
assuming all current projections hold. However, 4 ¥ years is a long time away and there is
plenty of time to monitor this trend. One new squad car is budgeted for each year, but the use of
lease-purchasing may have to be used beginning in the third year to reduce overall expenses and
balance the fund. Staff would prefer not to do this and hopefully this issue can be addressed in
three years as the data becomes more clear. The only new equipment purchases being planned
for public works is an ATV for short haul assignments (similar to the small utility vehicle owned
by Beecher Rec for use in Firemen’s Park) for $6,500 in 2012 and a new mower for $9,900 in
2013. These capital purchases are only planned and will be discussed in full detail if they are
placed in the budgets for those years.

The Capital Equipment Sinking Fund is in its infancy, as the other operating funds of the Village
begin to repay into the fund for equipment purchased in 2012. A more detailed text version of
the annual operations of this fund is provided to give the reader a more in-depth look of how the
fund can provide for the replacement of equipment in the coming years and remain solvent as
annual operating transfers feed into the fund based on the schedule provided.

The Refuse Fund is balanced on paper but we do not know what will happen on June 1, 2013
when our current 10 year refuse contract with Homewood Disposal expires. We currently charge
$14.25 per month for refuse and pay Homewood Disposal $12.90 per month. The remaining
amount of $1.35 per month is reimbursed to the General Fund for the cost of leaf collection and
brush pick-up. There is a $66,000 reserve that could be used to hedge rates after 2013. We have
seen $20.00 per month rates on the open market this year as other towns have renewed their
contracts. The residents should expect a big hit in 2013 after not seeing an increase for 10 years.
We are projecting a Homewood Disposal rate of $16.65/month and a Village resident rate
$18/month. The replacement of the leaf collection machine has been pushed back to 2017, at
which time a second machine may be necessary to cover the entire Village once each week. This
will require an annual payment of $2,250 for 20 years starting in 2017 so we need to be mindful
of this as well.

A ticking time bomb was elirmnated this year when the Village Board paid off the OSLAD loan
using $196,000 General Fund reserves accumulated in the last few years to pay off this loan. The
Park Account will be swept to -0- each year as park impact fees will be transferred back to the
General Fund to pay off the $196,000 “due to™ as a result of this loan payoff. Staff does not
anticipate many park improvements using this Account for many years unless another source of
revenue is forthcoming.

The Motor Fuel Tax Fund is balanced as we continue to pay off the 10 year loan for the 2006
road resurfacing project. The State has been providing us an extra payment of $17,853 per year
for five years beginning in 2010 and it has been proposed that this new funding be used to
replace all of the street name signs in town over the next five years.




The Public Infrastructure Account is now becoming firmly established and an extensive detailed
plan to resurface all streets which were constructed in the Village prior to 1990 within 10 years is
now included. The only exception in this plan is resurfacing Penfield and portions of Gould
Street which will be quite expensive due to the width of these streets. However, these streets are
now eligible for STP funds which only requires a 20% local match. This will assist in getting
these roads reconstructed in the five to ten year time frame. The detailed road plan as part of the
five year financial plan is now included.

The Water Fund is also balanced for the first three years but goes negative in year four just like
the General Fund. This is because our operating expenses are growing at a rate faster than our
revenue over time in a stagnant economy with no new costumers. If water usage remains flat for
five years, your only revenue increase comes from higher rates. The $0.10 annual rate increase
only generates $11,500 in new revenue each year, and this is eaten up by the increased cost of
wages, benefits, electric power, and chemicals. However, the retained earnings collected in the
first three years can cover the loss in the fourth and fifth year. We also hold a $200,000 retained
earnings reserve in the O+M Account which is our emergency fund in the event of catastrophe. -

$10,000 in reserve cash is planned to be spent in each of the next five years as the Village
continues to replace its aging meters. In 2011, 100 meters were replaced. In the next five years,
we will replace another 500 meters. It is our belief that these new meters will read more
accurately and will more than cover the cost of the reserve cash being budgeted for use over time.
Although metered water may jump as high as 30% over the five year period, we did not increase
the volume of water billed over the period to make absolutely sure we can survive the next five
years. These projections will be adjusted in future years as more data becomes available on the
success of the meter replacement program. Although no new equipment is planned for purchase,
equipment maintenance line items were increased as the system ages.

The Sewer Fund is only balanced in the first year and goes slightly negative in years two through
five. This is due to the addition of a part-time employee out of this fund to provide a second man
at the wastewater treatment plant three days per week assisting the sewer operator with his duties
and providing cross training for the future. The part-time person will actually work with the rest
of the department while one of our full-time persons will be assigned to the plant to work with
Bill Merritt. Now, if the Sewer Fund cannot afford this part-time position in the future the
position will be eliminated. This is only proposed and will be discussed in more detail as we get
into the budget process later this Winter.

The Water and Sewer Capital Improvement Fund has little new revenue to work with. An
elaborate list of projects are provided and a vain attempt to fund them is provided, but the fact of
the matter is there is no capital unless tap-in fees start flowing again. A sub account has also
been established to hold the proceeds of the watermain replacement account, which will generate
about $39,000 per year on average. Realistically, stafl' does not anticipate any capital projects for
water and sewer in the next two years unless grant money is obtained or the IEPA water loan
comes through. In the event of a major calamity, there is an unrestricted fund balance of
$200,000 in the O+M Account and $300,000 in the Water and Sewer Debt Service Account to
cover any unforseen repair.




The Water and Sewer Debt Service Fund will also require the use of a small amount of cash
reserves to pay debt in the first three years. This is due to lower than expected utility taxes as
residents become more efficient with their energy usage. During the “growth” years, excess
funds were placed into debt service to provide 125% coverage on our outstanding loans. As the
principal on these loans decrease, we can decrease our coverage requirements and use some of
these proceeds to pay debt. However, issuing new debt before this time is out of the question
unless new funding sources are identified. In years four and five of the plan, revenues are
expected to exceed expenditures for debt once again. Beyond the five year horizon, the 1996
sewer plant loan will be paid off but a rehabilitation of the plant will be required. It is necessary
to get the 1996 loan off the books before we are required to bring the plant up to new IEPA
standards. We will know in 2013 when the IEPA will require us to upgrade the plant when we
apply for renewal of our operating permit.

Overall Philosophy of the Plan

There are several assumptions which have to be made prior to making effective financiat
forecasts. On the revenue side, the following projections were made for new housing starts:

NEW HOUSING STARTS
FY 12/13 3
FY 13/14 4
FY 14/15 9
FY 15/16 11
FY 16/17 11

These predictions are consistent with what we have used in the past. Until such time the
foreclosed housing market is reduced and the price of housing increases (to a point where new
construction is even profitable) there is little hope of seeing many new housing starts. All
indications are that we remain in a three to four year window before the market turns around.
For budgeting purposes we will continue to use zero housing starts to make sure we do not rely
on new construction to fund operations.

The plan was also drafted prior to the Spring legislative agenda, so at this point we do not know
if state revenues to municipalities will be reduced. What we did project, however, is a slight
reduction of annual collections which we received in FY 10/11, the low watermark for collection
of state revenues. We then added only 1% per year after that. This appears to be a very
conservative and realistic projection. Real estate tax receipts should also equal the cost of hving
index assigned to the County for the year. Even if the overall EAV drops, those that are under
their limited rate will at least receive the cost of living adjustment. We have projected these to




be 1.5% in 2012 (this number is already known), then 2% per year for the next four years based
on the cost of living index. However, the Board may decide in the future to freeze the property
tax levy and if this occurs the five year plan will be re-adjusted.

On the expense side, the Village can control its payroll costs by limiting the number of new hires.
This five year plan does not provide for any new hires in the next five years, but does fund one
part-time position in the Sewer Department. Conservative estimates for wage increases are 1%
for all contract, union, and non-union employees for the life of the five year plan. This is all the
Village can afford. Health insurance cost increases were pegged at 10% per year. Payments to
employee pensions were estimated at 11% per year, which is the current rate.

Also, there are no shifts of employees from one fund to another to achieve fund balance over
time. The permanent placement of employees in specific funds became a policy of the Village
Board in 2010. If an employee is funded out of General, Water or Sewer that same employece
will remain in these funds over the next five years.

Last year, one of the goals of the five year financial plan was to seek alternatives for liability
coverage due to the annual 10% increases in cost of IMLRMA coverage. Staff has pursued and
has attained a different carrier which not only cut liability insurance costs by 25% but also
reduced the amount of annual increase to 5% based on historic trends of the new provider. This
one change alone helped in balancing the five year plan for at least the next three years.

We have also aggressively pursued brokered electricity, and have expanded our participation in
NIMEC’s offerings of pooled electricity for street lighting and our other smaller accounts,
locking in lower rates. We are also into our third year of a flat rate electrical contract for the
wells and the sewer plant, and all indications are we will see little if any rate increases over the
five year period.

The Debt Service Fund is experiencing a loss of revenue from lower than expected utility taxes.
This is due to more efficient use of electric and natural gas by our residents and the relatively
stable price of these commodities. Two years ago, debt service payments from Water and Sewer
into the debt fund were reduced to the statutory limits being charged for debt in order to balance
our operating accounts. These policies have resulted in the need to use some reserve cash in the
debt fund on an annual basis to make our debt payments. The plan shows, however, that
surpluses begin to emerge once again in the fourth and fifth year of the plan. The 1996 IEPA
sewer treatment plant loan will also be paid off in 2017 freeing up $225,000 per year.

DETAILED EXPLANATION OF LINE ITEMS

(General Fund Revenue

Projections on revenues have become more difficult since assumptions can no longer be made
that a certain rate of increase is going to apply to your elastic revenues. Even the more inelastic
revenue sources have shown a downward trend. In the past, we would accept the Illinois




Municipal League’s assumptions on per capita revenues from the State. However, staff noticed
in 2007 that these projections were optimistic based on actual collections and a decision was
made to use the prior year’s actual collections as a basis for forecasting. It appears that in 2010
the revenues reached their lowest point, so FY 2010 actual collections were used as the
benchmark for revenue forecasting. You will also note that there are significant encumbrances
which occur in years 2 through 5 as revenue exceeding expenses gets pushed into the future
years. This process allows us to use the remaining $86,520 in reimbursed escrow funds from the
MGM and Montalbano Accounts which were booked last year to cover operating expenses over
the life of the five year plan. The original amount of transferred funds from 2011 was $93,926,
so $7,406 was planned for use in the current budget year.

There are no planned increases in any taxes or fees over the coming five year period other than
the 2% increase in the property tax levy and the automaic $0.10 increase in the water and sewer
rates. Taxpayers are paying enough. We are reserving a 2% infrastructure sales tax for future
sewer plant improvements by offering the voters in town the option of a sewer debt service
charge increase or an increase in the sales tax to pay for the overhaul of the sewer plant. This
issue should come about in 2016 or 2017, and when sold correctly the voters should use the %%
for this purpose at that time.

The current status of the state income tax was discussed in the executive summary. Assuming
that projections are correct, we should see a 1% to 2% increase in this line item over the five year
period. To hedge inaccuracies in our projections, we have made very conservative estimates on
sales tax, our second largest source of revenue. In FY 09/10, we received $431,406 in sales tax.
We are projecting now that even after five years, our total sales tax receipts will only be
$411,757. The volatility of our local market and the loss of several businesses ( such as Reising
Chevy/Olds, Beatty Lumber, Dollar Store Plus) are having an impact on overall tax receipts. It is
in the best interest of the Village to promote local business and shopping locally to help reverse
these negative trends.

If encumbrances and transfers were removed form the revenue stream for the General Fund over
the five year period, the following is an analysis of the change in the revenue stream over the five
year period:

FY 10/11 FY11/12 FY12/13 FY13/14 FY14/15 FY15/16 FYle/17
$2,129,196  $2,054,118 $2,091,457 $2,133,011 $2,201,065 $2,241,886  $2,283,565
-(3.53%) 1.82% 1.99% 3.19% [.85% 1.86%

The jump in revenues in FY14/15 is due primarily to pass-through increases for building permits
and engineering reimbursements as an uptick in new subdivision work is expected. These
increases in revenues are offset on the expense side by engineering and building inspection fees
so the end result is a wash. If building does not pick up this will be an easy adjustment to make
and does not affect the overall plan.




General Fund Expenses

This is the first year of scheduled payments to the Capital Equipment Sinking Fund Account
(CEFSFA) as the General Fund repays over time what it has borrowed from CEFSFA for the
purchase of the bucket truck and new pick-up truck. In that way, the money should be in place to
replace this equipment after their normal life spans.

In future years, many of the expense assumptions cap line items at 2012 levels for the next four
years, telling the department heads that they will have to cover any price increases with greater
efficiency or lower inventories. This approach, combined with the use of escrowed
reimbursement funds, results in a balanced General Fund for the next three years, with the fourth
year having a deficit of -$8,452 fifth year having a deficit of -$56,565. As the next few years
progress it will have to be seen if this downward trend can be reversed.

Over the five vear period, General Fund balances will steadily decline from $455,000 in FY12/13
to $317.851 in FY 16/17. This is due to the Village’s use of $86,520 in encumbered funds and
an unbalanced budget in FY 15/16 and FY 16/17. We will have to watch this closely. The
IGFOA standard for fund balance is 25% of total operating expenses, or $612,518 on 4/30/17.
As you can see we are only at half of this desired target, but given the financial times we are in
we are fortunate to have any type of reserve.

Last year the Village had concerns regarding its increasing pension and health insurance costs.
Since that time, action was taken to stabilize these costs in the future. The Village had chosen to
accelerate its payments to the IMRF since 2009 despite a poor economy and to not defer any
liability. Since the market has come back somewhat and the IMRF investments have recovered
to about 90% of their peak value, the Village is once again fully vested and rates will stabilize.
We anticipate a 11% IMRF employer rate through the five year period.

Health insurance costs will also hopefully stabilize through our participation in the IPBC. In the
past, we were subject to open market conditions and our experience factors and have been
exposed to rate hikes as high as 15%. Through the use of seif funding, we should be able to
bring our costs down over time and for this plan we are forecasting no rate increase for the first
year and 10% per year for years 2 through 5.

Village President and Board of Trustees

No major changes.

Advisory Board and Commissions

There is a bump in engineering service expenses in FY 14/15 as the Village anticipates some type
of building activity to occur beginning in that time frame. The expense is offset by
reimbursement revenues so there is no impact to the budget by modifying this number.




Department of Administration

There is an increase of $25,000 in FY 13/14 to pay for the cost of the labor attorney to negotiate a
new union contract with Teamsters #700 in the police department. A copier lease-purchase is
also scheduled to occur in FY 14/15. The newsletter is also being brought back into the budget
after several years of selling ads to pay for the newsletter. Ad sales are no longer viable. Despite
these changes there is only a $26,333 increase in the department expenses from FY 12/13 to FY
16/17.

Department of Inspectional Services

Pass-through for Independent Inspections.

Emergency Services and Disaster Agency

No major changes.

Department of Police

Other than complying with the cost of the police union contract, there is not much new in the
department. An effort was made to replace a squad car in each fiscal year by paying cash. There
are no other capital items planned for the department at this time. The cost of dispatching went
up dramatically in FY 12/13 and a 4% annual increase is assumed after the initial 19.5% increase.
Linda Krug was moved back to a 40 hour per week position. The price of fuel also dictates
annual cost increases. Over the five year period, the cost of running the department increases by
$195,521, or 17.55%. This amounts to 3.5% per year which is less than the 2% per year increase
in the property tax levy.

Department of Environmental Health and Sanitation

No major changes.

Department of Streets and Alleys

This department funds two full-time public works employees, and the budget only increases by
$10,379 over the five year period. An ATV is scheduled for purchase in 2012, and a mower in
2013 to replace an existing mower. The cost of fuel impacts this department, but the street
lighting cost is expected to stabilize over the five year period.




Department of Buildings and Public Properties

Annual contributions to PAL have been totally eliminated and this will have to be discussed
during the budget process. We expect to be challenged by this group in the near future as to why
its funding was eliminated. My answer is simple: maintaining core services to our residents
come first. Overall spending in this department has been reduced from $12,000 in FY11/12 to
$11,902 in FY 16/17. Another concern is the amount of maintenance we may have to provide to
the depot/museum. This plan does not address this, but the concern has been raised and needs to
be discussed during the budget process.

Capital Improvements

None are scheduled. The 2% sales tax (public infrastructure account) will now have to carry the
load for road improvements.

Comprehensive Expenses

Sales tax rebates reflect the only remaining agreement we have left with Walt’s Grocery, which
lasts until 2020. Until that time, this is one of the most elastic expenses as Walt’s business
volume grows. Property tax rebates will also stabilize as the older agreements mature and
payments cease. After 2011, all that is left is Children’s Plus and the new Dutch American
agreement. Children’s Plus then drops off in FY 16/17. Some park impact fees are anticipated
to be collected and these will be transferred to the Park Improvement Fund. The funds will then
be transferred back to the General Fund as repayment on the OSLAD loan, reducing the
£196,000 “due to” on the books over time.

This department also handles all of the transfers out of the General Fund. The first is for transfer
of tax levy funds to the G.O. Bond Redemption Fund for the payment of bonds per auditor
recommendation. The second are annual transfers to CESFA for the payback of equipment
purchased by the fund over time for street department equipment. Encumbrances are the amount
of revenues which exceed expenditures in a given year mainly from the reimbursement from the
escrow accounts for engineering and legal costs absorbed by the fund in the past. The plan is to
use this reimbursement over a period of several years to balance the fund instead of one quick hit
in the coming year. This allows us to balance the General Fund for the first three years.

Parks and Recreation Department

The part-time position funded here is for the Fourth of July Commission employee which is
funded by this group. $3,000 is allocated for weed control on all park property and another
$1,900 is allocated for materials. Not much to work with here. Another concern is the
increasing electrical costs in the park as the Firemen’s #1 lights are used more often. As time
goes on, this Department is going to be thirsty for more funding as services continue to expand.




CESFA

This plan shows the equipment scheduled for purchase over the next five years and the
equipment that will need to be replaced beyond five years. This plan will provide for adequate
equipment replacement to provide the vital services for the Village, and will generate annual
contributions from the other funds of $26,273 by FY 15/16. This fiscal exercise will allow for
continual equipment replacement and should reduce the grief levels we experience every year
when a Fund has to come up with a large amount to replace aging equipment. Last year, the
Village replaced the 1990 bucket truck, the 1989 pick-up and the 1990 GMC dump truck. No
equipment replacement is scheduled for next year. In the coming five years, the Village will
have to replace the Ford F800 dump truck, one mini-dump, and the skid steer loader. Sufficient
funding will be in the fund for these purchases.

Refuse Fund

We are entering the ninth year of our ten year contract with Homewood Disposal. Under the
current contract, $14.25 is charged per month to the residents. Of this charge, HHomewood
receives $12.90 and the Village transfers $1.35 to the General Fund to help pay for leaf and brush
collection. Prior to the rate increase of 2009, the Village was able to bank a substantial portion
of funds in this account. This five year plan does not include the use of any reserves to hedge
rates for the residents in the future becuase we simply do not know what the new rates will be.
Instead, the plan shows a pass through on an assumed rate of $16.65 charged by Homewood to
the Village and $18.00 charged to the residents.

Parks and Recreation Capital Fund

This fund now acts as a pass-through for park impact fees which are collected and then turned
back over to the General Fund to reduce a $196,000 “due to.” $10,000 is set aside in the first year
of the plan to replace park equipment in Water Tower Park. It may be many years before activity
is seen once again in htis account.

Motor Fuel Tax Fund

An average of $54,000 per year is scheduled for the purchase of raw materials for road
maintenance, and about $47,000 per year is needed to pay off the 2006 road resurfacing program
loan. One new project is funded and this is the replacement of the street name signs primarily
west of Dixie Highway. Funding for this project comes from an additional $17,853 per year
being collected for the next four years from a special MFT allotment. The current signage dates
back to 1953 and needs to be replaced. There is also a one time transfer of $51,686 to the
Infrastructure Account in FY 13/14 as MFT’s portion of a major road resurfacing project in that
year. This money 1s leftover from prior years when maintenance of the roadways were completed
under budget.




Bond Redemption Account

This account has become a pass-through for the deposit of the real estate levy to pay off the
bonds as is required by ordinance on annual basis.

Public Infrastructure Account

The Streets and Alleys Committee in the Fall and determined that a road resurfacing program
would be conducted every other year on a cash basis to allow for greater economies of scale
through larger projects. On the off years, paint striping and crack sealing would be conducted.
In 2011, the Village did do a $40,000 project. 2012 will be an off year with only crack sealing
and paint striping being conducted. In 2013, $262,000 is allocated for road work. 2014 is
another off year with only paint striping and crack sealing but $280,000 then becomes available
for a program in 2015. A complete detailed road plan is included as an addendum to this report.

WATER FUND

Revenues for the Water Iund include the annual $0.10 rate increase which generates $11,543 per
year and $10,000 in reserve cash for the replacement of aging meters. What is not projected is
the amount of new revenue that could be generated by the new meters in the system as they read
more accurately. Even though there are slight deficits in FY 15/16 and FY 16/17, the revenue
from the newly-metered water should more than cover these amounts.

One thing we have discovered is that expenses also decline when we move into a sustain mode
from a growth mode. The purchase of new meters, and the cost of chemicals and electrical usage
stabilize. It is possible to balance this Fund with the just $0.10 rate increase, but we do not gain
any ground. Even if no new revenue is achieved from the meter replacement program,
adjustments can be made to balance years 4 and 5 and this plan would be sustainable. However,
no new equipment is planned for purchase during this period.

There is no allocation for capital in the Water Fund over the five year period. We are just paying
for the operation and the debt service of the system. Therefore, the rates currently being charged
do not reflect the need to begin replacing aging equipment and mains. The $38,000 watermain
replacement charge will be transferred annually to a separate account and this is all we have for
replacement. There is about $150,000 in reserves in O+M but we treat this as a rainy day fund
for a major catastrophe such as a well failure or sewer plant problem. This year, for example, we
had to replace the arm in clarifier #1 at an unbudgeted expense of $7,500. These things do
happen from time to time.




SEWER FUND

Lift station charges and debt service charges are being shown as separate line items to provide
the Board with more detailed information. Sewer Fund collections were determined by taking
the actual amount of collections in FY 2010 ($406,840) and adding the $0.10 rate increase on the
prior year’s amount of water billed ($11,543) and also the current year’s amount. Lift station and
debt service charges were based on the number of billing units per fiscal year for each.

In order to balance the fund in 2009, only $10 per account per billing was transferred to the debt
service fund and not the $0.50 debt service rate as required by prior ordinance. This required a
change to the ordinance in 2009 and was done to take some pressure off the operating expenses
fo the system, but reduced the debt service fund’s ability to pay debt.

As is the case in the Water Fund,, there is no allocation for capital in the Sewer Fund over the
five year period with the exception being $5,042 annually as repayment to CESFA for the
replacement of'a dump truck. We are just paying for the operation and the debt service of the
system. Therefore, the rates currently being charged do not reflect the need to begin replacing
aging equipment, leaky sewer pipes or wastewater treatment plant rehabilitation and these repairs
will have to be funded from other sources. The amount of unencumbered fund balance is
$150,000 in the O+M Account which is currently a contingency reserve. This amount can be
used for any emergency which may occur resulting in major repairs to the system. This funding
is also shared with the Water Department.

The Sewer Department is balanced in the first year but begins to show small deficits in years 2
through 5. This is due to the addition of a part-time employee over the five year period to
provide assistance in the operation of the wastewater treatment plant. If these deficits cannot be
erased during the normal budget process, then the part time position will be reduced or
eliminated.

WATER AND SEWER CAPITAL FUND

There are some tap-in fees anticipated during the course of the five year period, and some capital
items and projects have been planned if and when these tap-in fees arrive. In the current year, the
clarifier arm in Unit #1 was replaced for $7,500 and the water tower is to be power washed for
$4,500. In FY 12/13, the $680,000 IEPA Watermain Replacement loan is expected to arrive so
that we can complete these projects. Various projects are scheduled for years 3, 4 and 5 of the
plan, including the massive $6 million sewer plant rehab project in beginning in FY 16/17 with
another IEPA loan.

WATER AND SEWER DEBT SERVICE FUND

The Village Board made a pledge in 1996 that it would not raise sewer rates or debt service
charges to expand the sewer treatment plant. We have tried to hold true to this policy by




sufficiently funding the debt service fund over the last 12 years. It is getting more and more
difficult o maintain this policy, since IEPA requirements for treating sewage have changed
significantly over that period. In order to balance the Sewer Fund, we have also decreased
transfers in future years to debt service. The Water Fund is also paying for about 10% of the
total cost of debt service on the 2002 water tank and booster station project. On May 1, 2017,
this fund should have $336,333 in reserves and a revenue stream of $228,505. If we add the 4%
sales tax of $140,218 to this amount in 2017, $368,723 would then be available for new debt.
The sewer plant loan would require annual payments of $385,500, so an additional $16,777 per
year for five years (until 2023) would have to be found prior to the maturity of the 2002 water
tank loan. Reserves could be set aside this purpose, which would fund the next sewer plant rehab
project.

The Water and Sewer Debt Service Fund will require the use of small amount of reserve cash
($19,406) to make its payments in the first three years of the plan, but the fund actually begins to
show a positive balance in the fourth year and $7,691 in surplus is collected. The net loss to the
fund over the five year period is (-$11,715), dropping the estimated fund balance to $336,333 on
May 1, 2017.

AN OVERALL FINANCIAL STRATEGY FOR THE FUTURE

The Village Board has removed several 800 pound financial gorillas in the last year, by creating
the Capital Equipment Sinking Fund Account with cash reserves accumulated only recently
through cost cutting, and by committing to paying off the OSLAD loan with General Fund
reserves reducing the need to find alternative revenue sources to pay off this loan in the future.
All current debt is covered. The future capital needs of the wastewater treatment plant can be
provided by the current utility tax, debt service charges and a new 4% sales tax. The water tank
loan is paid off in 2023. Walt’s sales tax reimbursement agreement expires in 2020 which
should net $150,000 per year for the General Fund. However, there will also be a need around
that time to either re-structure the G.O. Bond for the new PW facility since payments start to
ramp up around that time to new double the current amount. If the bond cannot be re-structured,
we may have to use the extra funds from the Walt’s sales tax payments to abate a portion of the
GO Bond levy to minimize the impact to residents. The Village’s infrastructure also continues to
age, and the watermain replacement account, although a good start, is only a small plug for a
large hole.

This is the financial plan for the Village for FY 2011 through FY 2015 as of November 11, 2011.
It is hoped that this work product is a useful planning tool as we prepare a budget for the coming
fiscal year.
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MERIT PAY SCALES FOR VILLAGE EMPLOYEES
{Effective May 1, 2012)

POSITION A B C D E F G H I
Patrolman $42,057 $45,560 $47,459 $49,437 $51,498 $53,658 $55,877 $59,140 N/A
Corporal B45,462 $47,195 $49,127 351,105 $53,165 $55,326 $57.545 $60,807 N/A
Sergeant $46.,239 $48,166 $50,173 $52,263 $54,441 3$56,709 $39,072 $61,534  $61,950
Lieutenant 548,116 $50,041 $52,042 $54,125 $56,289 $58,540 $60,882 $63,317  $64,447
MM I $29,355 $33,632 $35,037 $38,018 $39,602 $41,068 $42,779 $44.490 $44,978
MM 1I/Crew $33,770 $35,177 $38,140 $39,407 $40,941 $42381 $43,822 $45575  $46,523
Leader

Wastewater $48,693 $50,720 $52,835 $55,031 $57,329 $39,718 $62,879 $65,394  $67,204
Operations Manager

Admin. Asst./ $23,000 $23,920 $24,877 $25,872 326,907 $27.983 $29,102 $30,266  $31,034
Billing Tech. :

A= Starting salary and beginning probationary period.

= Salary after completion of one (1) year of satisfactory service and successful evaluation.

= Salary after completion of two (2) years of satisfactory service and successful evaluation.

D= Salary after completion of three (3) years of satisfactory service and successful evaluation.
= Salary after completion of four {4) years of satisfactory service and successful evaluation.

= Salary after completion of five (5} years of satisfactory service and successful evaluation.

G= Salary after completion of six {(6) years of satisfactory service and successful evahuation,

H= Salary after completion of six (7) years of satisfactory service and successful evaluation.

I = Master level recommended by department head and afier seven (8} years of service.

CONTRACTUAL OR NON-SCALE SALARIED VILLAGE EMPLOYEES
{Effective May I, 2012)

Chief of Police: $76,434
Village Administrator: $85,904
Office Manager: $53,548
Public Works Supt. $66,034
Front Desk Clerk $27.810

PART-TIME HOURLY RATES
(Effective May 1, 2012)

Patrol Officer: $15.00
Clerical: $12.00
PW Maintenance
YR 1: $10.00
YR 2: $11.00
YR 3 $12.00
YR 4: §$13.00

NOTE: It is the intent of the Village Board to only increase the top step (Step 1) over the next few years until it reaches the
4% margin between steps H and I
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CAPITAL EQUIPMENT SINKING FUND (CESFA)
FINANCING SCHEDULE
(last updated 11/1/11)

Fund was created by Resolution #2010-02 on February 22, 2010 with $100,000 from General,
$30,000 from Refuse and $50,000 from Water and Sewer O+M Account for a total of $180,000.
This is an accounting of the use of the fund since its inception plus a five year financial forecast
on the use of the funds. This fund was not intended to be used for the purchase of any additional
equipment or any police vehicles. Only the equipment listed as Exhibit “A” which was owned
by the Village at the date of establishing the CESFA should be included in the program.

FY 2010/2011

Beginning Balance: $ 180,000
Replace 1990 Bucket Truck with 2005 Ford F550 Bucket (55,000)

Bucket Truck Trade-in 2,000

Interest 1,171

CHANGE IN FUND BALANCE IN FY 2010/2011: (51,829)

FY 2011/2012

Beginning Balance: $ 128,171
Replace 1989 Pick-up: (26,000)

1989 Pick-Up scrap sale 1,000

Replace 1990 GMC with 2005 International (55,600)

Sale of 1990 GMC -0- (keep GMC)

1% of 10 payments on 2011 Pick-Up at 5% from General: 3,250

1* of 15 payments on Bucket Truck from General: 5,042

1" of 15 payments on 2005 Int. Dump Truck from O+M: 5,057

CHANGE IN FUND BALANCE IN FY 2011/2012: (67,251)

FY 2012/2013

Beginning Balance: $ 60,920
2™ of 15 payments on Bucket Truck from General 5,042

2™ of 15 payments on 2005 Int. Dump Truck from O+M 5,057

2™ of 10 payments on 2011 Pick-Up from General: 3,250

CHANGE IN FUND BALANCE IN FY 2012/2013: $13,349

FY 2013/2014

Beginning Balance $ 74,269
3" of 15 payments on Bucket Truck from General 5,042

3" of 15 payments on 2005 Int. Dump Truck from O+M 5,057

3" of 10 payments on 2011 Pick-Up from General 3,250




Replace 1988 Ford F800 with Refurbished Dump Truck (59,000)
Sell 1988 F800 or 1990 GMC 5,000
1* of 15 payments on 2013 Refurbished Dump from O+M 5,408

CHANGE IN FUND BALANCE IN FY 2013/2014: (35,243)

FY 2014/2015

Beginning Balance: $ 39,026
4™ of 15 payments on 2005 Bucket Truck from General 5,042

4™ of 15 payments on 2005 Dump Truck from O+M 5,057

4™ of 10 payments on 2011 Pick-Up from General 3,250

2™ of 15 payments on 2013 Dump Truck from O+M 5,408

Replace 2001 Mini-Dump (44,000)

1*t of 15 payments 2014 Mini-Dump from General 4,033

Sale of 2001 Mini-Dump -0-(keep at this time)
CHANGE IN FUND BALANCE IN FY 2014/2015: $(21,210)

FY 2015/2016

Beginning Balance § 17816
5™ of 15 payments on 2005 Bucket Truck from General 5,042

5™ of 15 Payments on 2005 Dump Truck from O+M 5,057

5" of 10 payments on 2011 Pick-Up from General 3,250

3™ of 15 payments on 2013 Dump Truck from O+M 5,408

2™ of 15 payments on 2014 Mini-Dump from General 4,033

Replace LX855 Skid-Steer Loader in March, 2016 (38,000)

Sale or Trade in 1999 1. X855 Skid Steer Loader 2,000

1* of 15 payments on 2015 Skid Steer Loader from O+M 3,483

CHANGE IN FUND BALANCE IN FY 2015/2016: (9,727)

FY 2016/2017

Beginning Balance $ 8,089
6" of 15 payments on 2005 Bucket Truck from General 5,042

6™ of 15 Payments on 2005 Dump Truck from O+M 5,057

6™ of 10 payments on 2011 Pick-Up from General 3,250

4™ of 15 payments on 2013 Dump Truck from O+M 5,408

3" of 15 payments on 2014 Mini-Dump from General 4,033

2" of 15 payments on 2015 Skid Steer Loader from O+M 3,483

CHANGE IN FUND BALANCE IN IY 2016/2017: $ 26,273




FY 2017/2018
Beginning Balance $ 34362

An infusion of cash info the CESFA from O+M ($50,0007) can be considered at this time if
backhoe is to be replaced. There is also other equipment at this time exceeding expected
lifespans. The current funding in CESFA is sufficient for the next five years and the current
replacement schedule may be modified in future years as conditions change.




USE OF PUBLIC INFRASTRUCTURE ACCOUNT ONLY
2012-2017 PLAN

2012
Cash on Hand 5/1/12:

Dixie/Chestnut Traffic signal 20% share (carry-over from 2010)

Crack Sealing (Prairie Crossings South, Cardinal Creek Boulevard South,
Gould from Hodges to Penfield, Reed St., Woodward from Miller to Indiana,
Miller from bridge to Reed, Maxwell, Block, Pasadena west of creek,

Elm from Catalpa to creek, Catalpa from Hodges to Indiana

Paint Stripe Village Streets

Asphalt Recycling Demo Project (Fairway Drive)

Cash Remaining;:

2013
Cash on Hand 5/1/13 (includes $127,000 collected in FY 11/12):
Use of MFT Reserves for Road Project:

TOTAL AVAILABLE FOR USE:

Dunbar from Hodges to Indiana
Elliott from Miller to Indiana
Hodges Oak Park to Gould
Penfield from Oak Park to Gould
Gould from Miller to Hodges

Cash Remaining:

2014

Cash on Hand (includes $127,000 collected in FY 12/13):

Paint Stripe

Crack-Sealing (Hodges from Dixie to Grade School Drive, Catalpa from Miller

to Chestnut, Church Road from Beatty Lumber to Dixie, Orchard from Lange to
Donoho, Hunters Chase East, Preserve at Cardinal Creek residential streets)

$130,000.00

38,786.00

20,000.00
10,000.00

19,900.00

41,314.00

168,314.00
51,686.00

220,000.00
60,000.00
90,000.00
30,000.00
30,000.00
10,000.00

-0-

127,000.00
12,000.00

20,000.00




Cash Remaining:

2015
Cash on Hand (includes $127,000 from FY 13/14):

Orchard, Meadow and Country from Dixie to Catalpa
Lange from Orchard to Prairie Crossings South
Prairie from Melrose to Indiana

Village’s share of Firemen’s Parking Lot

Remainder of Fairway Drive

Cash Remaining:

2016
Cash on Hand (includes $127,000 from FY 2014/15):

Paint Stripe

Crack Sealing (go over roads crack-sealed in 2007,2008 and 2009)

Cash Remaining:

2017
Cash on Hand (includes $127,000 from FY 2015/16):

Birch and Park north of Penfield

Elm and Birch streets south of Penfield
Catalpa from Penfield to Indiana

Elm St. From Catalpa to Creek
Maxwell from Penfield to Block

Block from Maxwell to Woodward

Cash Remaining:

2018
Cash on Hand (includes $127,000 from FY 2016/17):

Paint Stripe
Crack-Sealing Streets paved from 2011-2015:

Cash Remaining:

95,000.00

222,000.00
100,000.00
20,000.00
30,000.00
30,000.00
42,000.00

-0-

127,000.00
14,000.00
20,000.00

93,000.00

220,000.00

40,000.00
40,000.00
30,000.00
30,000.00
60.000.00
20,000.00

-0-

127,000.00

16,000.00
20,000.00

91,000.00




2019
Cash on Hand (includes $127,000 from FY2017/2018) 218,000.00
MFT Reserve Cash Available: 92,000.00

$310,000 available for a project in FY 2019.

Factors and Issues

Maxwell St. and Penfield should not be resurfaced until watermains are finished.

Penfield from Oak Park to Dixie will be a $1,000,000 job.

Miller St. from Reed St. to Dixie will be a $200,000 job.

Paint striping needs to be discussed. Do we put thermoplastic down?

What about the municipal lot at Reed and Penfield?

What about the Firemen’s Park parking lot between the fire station and the community hall?
We have a 2011 bid for this work at $60,000.

After 2016, the MFT Fund will have its loans paid off freeing more revenue at that time (about
$46,000 per year). We show a major project can be done in 2019.
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