VILLAGE OF

MEETING AGENDA

Est. 1873

SPECIAL MEETING OF THE
FINANCE COMMISSION
Monday, December 12, 2016
5:30 p.m.

Memorial Hall - Memorial Building
(Tentative and Subject to Change)

1. Call to Order

2. Approval of Minutes
a) April 4,2016

3. Review and Discussion of the October, 2016 Treasurer’s Report

4. Discussion of Budget Assumptions to be Used in Preparation of the 2017-18
Annual Budget

| 5. New Business

6. Adjournment.

Items listed on the agenda will be discussed and considered by the Commission. Public comment
on the agenda items is welcome during discussion by the Commission.

The Village of Hinsdale is subject to the requirements of the Americans with Disabilities Act of
1990. Individuals with disabilities who plan to. attend this meeting and who require certain
accommodations in order to allow them to observe and/or participate in this meeting, or who have
questions regarding the accessibility of the meeting or the facilities, are requested to contact
Darrell Langlois, ADA Coordinator at 630-789-7014 or by TDD at 789-7022 promptly to allow the
Village of Hinsdale to make reasonable accommodations for those persons.

Visit the Village’s Web Site at www.villageofhinsdale.org
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Village of Hinsdale Memorandum
To: Chairman Waldo and Finance Commission
From: Darrell Langlois, Assistant Village Manager/Finance Director

Date: December 9, 2016
Subject: FY 2017-18 Budget

The Village staff is about to begin the process of preparing the FY 2017-18 Budget. On the
expense side, the key ongoing Village expenses are those relating to the salary and benefits of the
Village employees as it comprises 70.2% of the General Corporate Fund budget. For the last
several years, these expenses have been benchmarked against the change in CPI (which as of
now is running at a manageable annual rate of 1.6% through October, 2016) and collective
bargaining agreements. For FY 2017-18, the collective bargaining agreement with Police Officers
includes a 2% cost of living increase; we are currently starting negotiations for a successor
agreement with the Public Services employees.

As it relates to pension expenses, costs for non-public safety employees (IMRF and FICA) are
expected to slightly decrease. For the Police and Firefighters’ Pension Funds, pension costs were
calculated by the Village’s actuary during the tax levy process and are expected to increase by
$209,000 or 13.4%; this large increase is due to updating the mortality table that is used to project

“pension liabilities. It should be noted that the public safety pension increase of $209,000 exceeds
the total increase in the tax levy of $120,000 that is allowed by the tax cap, meaning fewer property
tax dollars will be available to fund other Village services.

Staff expects that the Village's capital needs will continue to place the same pressures on the
overall budget. For Departmental Capital, the five year plan was just updated and we expect to
review this document with the Finance Commission in January. The funding of the Master
Infrastructure Plan (MIP), water main replacement, and other capital items funded by transfers
from the Corporate Fund are expected to remain at current levels (at a minimum) for an extended
period of time.

On the revenue side, property tax revenue provides approximately 33% of annual funding to the
General Fund. For FY 2016-17, tax cap legislation will only allow for growth in property tax
revenue of 0.7% (CPI as of 12/31/15) plus amounts allowed for new construction. It is expected
that property tax revenue will increase by only $120,000 in FY 2017-18. Also of note is the strong
likelihood that there will be legislation passed by the State that will freeze the Village's property tax
levy for some period of time; State budget deliberations have contemplated a tax levy freeze
anywhere from two years to even a permanent tax freeze.

Before completing the draft budget, 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:
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Village of Hinsdale Memorandum

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 2016-17 actual year-end resuits. To
facilitate discussion, staff has provided an initial projection for FY 2017-18. | am also including
revenue projections last made by the lllinois Municipal League in August to assist the Finance
Commission in formulating revenue assumptions for some of the more significant tax revenue
items.

Please note that these tables will change monthly as we receive more actual results, which we
expect to receive two to three more months of actual data prior to finalizing the draft FY 2017-18
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 $250,000. Through five months of the year, total legal fees (net of
reimbursable matters) to the Corporate Fund amounts to $89,000, this is tracking below the
budgeted amount. As a point of reference, legal fees amounted to $365,000 in FY 2016 and
$295,000 in FY 2015 due to the MIH litigation, employment related matters, and a property
" maintenance case that required significant legal attention and court action. To be conservative,
the current year end projection for legal services is still set at $250,000. In FY 2016-17, we would
expect that $250,000 will be sufficient to fund normal routine legal expenses as well as provide a
fair “cushion” for unforeseen legal costs. This amount will be further reviewed later in the budget
process.

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 2016-17, a total of $1,474,600 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, the Village has annually updated its Five-Year Departmental
Capital Plan. The draft FY 2018-2022 Plan, which was distributed on December 2, 2016, is
expected to be reviewed by the Finance Commission at its next meeting.

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, the Village was 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 included $1.6 million as a transfer to the Infrastructure Fund, which was $100,000 more
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Village of Hinsdale Memorandum

than the amount contemplated in the MIP. For the last three years, the Budget included $1.5
million as a transfer to the Infrastructure Fund, which is equal to the amount contemplated in the
MIP. For FY 2017-18, the MIP once again 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 2015-16 was 27.80%. Current
budget projections forecast an operating surplus of approximately $230,000 for FY 2016-17, which
would result in the reserve percentage ending the year at 28.18%. Consistent with established
Village Board policy, the FY 2017-18 Budget will be designed to maintain the Corporate Fund
reserve in excess of 25%. Prior uses of any excess funds above the 25% reserve level 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 discretionary funding of the Annual Infrastructure Fund,
which is used to fund infrastructure improvements that are not included in the MIP.

Contingency- For the last several years, the Corporate Fund budget has included a contingency
amount to safeguard against declines in revenues or unforeseen expenditures. In FY 2016-17,
this amount was set at $300,000 to provide a safeguard in the event of a possible reduction in
State revenue sharing as a result of their budget deliberations, which has now been going on for
eighteen months. In the four budget years prior, the contingency amount had been set at
$100,000. The Village has not utilized the contingency amount in the prior eight fiscal years, nor
do we currently expect it to be used this budget year. Direction as to whether to continue to
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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