VILLAGE OF HINSDALE
Finance Commission
Minutes of the Meeting on October 24, 2013

Chairman Waldo called the meeting of the Finance Commission to order at KLM Lodge on
October 24, 2013 at 7:37 PM.

Members Present: Chairman Waldo, Comm1ss1oners Balzekas, Maali, Morris, Tobia,
and D’Arco

Staff Present: . Darrell Langlois, Assistant Village Manager; Gina Hassett, Parks
and Recreation Director; Chris Webber, Assistant Finance Director

Also Present: None
Approval of Minutes — August 22, 2013

Commissioner Balzekas moved approval of the minutes, Commissioner Morris seconded.
Motion passed unanimously.

Review and Discussion of the August, 2013 Treasurer’s Report

Mr. Langlois presented the report. Base Sales Tax receipts for the month of August
increased by 10.2% and decreased by 1.6% for September. Year-to-date base sales tax
receipts for the first five months of FY 2013-14 total $1.41 million, an increase of 2.6%. This
variance is slightly negative when compared to budget as this revenue source was projected
to increase 3% in the FY 2013-14 Budget. Total Sales Tax receipts (including local use
taxes) for the first five months of the fiscal year total $1,251,000, an increase of 2.8%.

Income Tax revenue for the month of August increased by 3.7% and increased by 1.9% for
September. Total Income Tax receipts for the first five months of FY 2013-14 totals
$717,000, an increase of 11.4%. Mr. Langlois reported that the State is still $183,000 or
two months behind the normal payment schedule.

Property tax collections through August amount to $3,243,458, which is approximately
52.8% of the Village’s $6.14 million tax levy. September is the next major collection month.

Mr. Langlois reported that Utility Taxes.for August were $213,122, which is 9.9% below
previous year’s receipts. Year to date Utility Tax receipts amount to $692,051, a decrease of
$567,772 or 7.7%. Receipts from telecommunications-taxes continue to decline, and revenue
from the utility tax on electric service has declined on average of 13.3% over the last three
months.

Building Permit revenues for August were $70,817. For the first four months of the year,
total Building Permit revenue stands at $378,404, an increase of 19.4%. Mr. Langlois
reported that the EPS Committee has reviewed a staff request that will result in spending
approximately $24,000 over the budgeted amount for tree and stump removal due to an
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increase in the number of tree impacted by emerald ash borer. This additional cost will be
offset by savings in other areas of the Public Services budget.

A number of months ago, the Village Board authorized staff to proceed with a project that
will result in changing out most of the Village’s water meters as well as implementing an
automated meter reading system. At the time of the authorization, Village staff estimated
the cost of the project at $1.9 million.

Due to the scope of the project, it took a number of months for staff to prepare a request for
proposal (RFP). The RFP was issued at the end of August, and proposals have been
received for the project; most responses are within the $2 million project budget. Staff has
started work on updating the Five Year Departmental Capital plan; we expect to begin
meeting with individual departments in the next couple of weeks.

Tour of KLM Lodge and Continued Discussion Regarding KILM Lodge Operations

The Finance Commission members were given a tour of both floors of the facility led by
Park and Recreation Director Gina Hassett. During the tour they were provided a history
of the building, a description of the types of events held, and many of the facility’s physical
limitations were discussed.

After the tour there was a lengthy discussion between the Village staff and the Commission
on KLM operations, how it is operated and managed, past financial performance,
improvement opportunities, etc. While many issues were discussed, the Commaission noted
that the size and layout of the facility has an impact of the number of rental events booked
and the amount of revenue generated, and that a material change in financial performance
would likely involve changes in how it is managed as well as capital investment by the
Village (elevator, improved kitchen, expanded dining room, etc.), which may not necessarily
result in improved financial performance.

Review and Discussion-Community Pool Operations

Due to the length of the meeting to this point this item was deferred to a future meeting for
discussion.

Adjournment

As there was no further business to come before the Commission, Trustee Morris motioned
to adjourn. Trustee Balzekas seconded and the motion passed unanimously. The meeting
was adjourned at 9:45 P.M.

Respectfully Submitted:

Darrell Langlois
Assistant Village Manager/Director of Finance



MEMORANDUM

Date: December 11, 2013

To: Chairman Waldo and Finance Commission

From:  Darrell Langlois, Assistant Village Manager/Finance Director W//
RE: FY 2014-15 Budget |

At the end of December, Village staff will begin preparation of the FY 2014-15
Budget. Heading into the budget process, we expect the budget pressures driven by
such factors as the funding of the Infrastructure Investment Plan, water main
replacement, and other capital items funded by transfers from the corporate fund
will remain for an extended period. For the last several years, most salary accounts
have been benchmarked against changes in the consumer price index (CPI), which
as of now is running at a manageable 1.0% through October. Pension costs and
other employee benefit accounts have likewise posted manageable increases. On the
revenue side, property tax revenue provides approximately 33% of annual funding
to the General Fund. Tax cap legislation will allow for growth in property tax
revenue of 1.7% (plus allowed growth) for FY 2014-15.

Before undertaking the budget process, the Finance Commission has traditionally
made recommendations to the Village Board as to assumptions/targets to be used in
formulating the budget.  The following are areas the Commission has given
guidance on in the past:

Major Revenues- Attached are a number of tables that provide trend data on
major revenue sources as well as the current staff estimate of the FY 2013-14 actual
year-end results. To facilitate discussion, staff has provided an initial projection for
FY 2014-15. Please note that these tables will change monthly as we receive more
actual results, which we expect to receive at least two and in some cases three more
months of actual data prior to finalizing the draft FY 2014-15 Budget.

Legal Services- Several years ago the cost of legal services had been an area of
concern expressed by the Finance Commission. After discussion last year, the
Commission recommended a budget amount of $175,000. Through six months of
the year, total legal fees to the Corporate Fund amount to $109,411, which is
tracking above the budgeted amount in part due to litigation and the current year
end projection is $225,000. In FY 2013, the total amount spent on legal services
was $157,887; in FY 2012 was $188,174; in 2011 was $205,215. The resulting four
year average spent on legal fees was $194,069. Due to the most recent history and
other contractual changes it would be staffs recommendation to set the budget
amount at $175,000 or $200,000; this amount would be further reviewed later in the
budget process depending on the status of litigation surrounding the former
Amlings property.




Departmental Capital- In prior years, the Commission has expressed concern
regarding balancing the operating budget of the Village by deferring necessary
maintenance items and capital purchases to future budgets. Over the last several
years, we have taken a number of steps to avoid this practice from occurring. In FY
2013-14, a total of $1,551,000 was budgeted for Departmental Capital. In order to
better guide the capital budgeting process, (a) a non-infrastructure capital reserve
fund is being maintained with a view toward relatively level annual contributions
being made to the fund and expenditures, which will vary from year to year, being
funded using withdrawals from the fund, and (b) in an effort to provide insight into
an appropriate level of annual deposits to that fund, during 2012 staff developed a
Five-Year Departmental Capital Plan. This Plan, which is currently being
updated, is expected to be reviewed by the Finance Commission at its meeting in
January.

Transfer to Infrastructure Fund- For the first time, the FY 2010-11 Budget
included a $500,000 transfer from the Corporate Fund to the Infrastructure Fund in
order to assist with funding the Infrastructure Investment Plan. Due to surpluses
in that year, we were able to increase the actual transfer amount to $1.4 million.
Going forward from FY 2010-11, the Village has continued to use budget surpluses
to transfer additional amounts to the Infrastructure Fund. For FY 2011-12, the
actual transfer was $1.5 million, which was $400,000 above the amount budgeted of
$1.1 million in that year; for FY 2012-13, the actual transfer amount was $1.9
million, which was $600,000 more than the budgeted amount of $1.3 million in that
year. For FY 2013-14, the Budget includes $1.6 million as a transfer to the
Infrastructure Fund, which is $100,000 more than the amount contemplated
Infrastructure Investment Plan. Consistent with prior years, it is possible that year
end surpluses may once again be used to increase this amount. For FY 2014-15, the
Infrastructure Investment Plan contemplates a minimum Corporate Fund transfer
of $1.5 million.

Corporate Fund Reserve Policy- After declining below the stated policy level of
25% several years ago, the Corporate Fund fund balance at the end of FY 2012-13
was 27.93%. Current budget projections forecast an operating surplus of
approximately $580,000 for FY 2013-14, which would result in the reserve
percentage ending the year above 31.0%. The FY 2014-15 Budget will be designed
to maintain the Corporate Fund reserve in excess of 25%. Prior uses of the excess
funds have included increasing the General Corporate Fund reserve, additional
transfers to the Infrastructure Fund, discretionary contributions to the Police and
Firefighters’ Pension funds, additional transfers to the Departmental Capital
reserve, and funding water main replacements that are not in the Infrastructure
Investment Plan.



Contingency- For the last several years, the Corporate Fund budget has included
a contingency amount to safeguard against declines in revenues or unforeseen
expenditures. Originally established at $300,000, this amount was reduced to
$200,000 in FY 2011-12 and lowered again to $100,000 for the last two budget
years. The justification for these decreases was due to the Village having reserves
in excess of the 25% fund balance policy, which would also be able to be used should
these unforeseen events occur. The Village has not utilized the contingency amount
in the prior five fiscal years, nor is it expected to be used this budget year.
Direction as to whether to continue include a contingency, as well as the amount, is
something staff would like to have the Commission’s opinion on heading into the
budget process.
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