
 
 

1200 Wilmette Avenue 
Wilmette, IL  60091 

            
 

                        (847) 853-7509 
                 Fax (847) 853-7700 

                              TDD (847) 853-7634 
 

NOTICE OF MEETING 
FINANCE COMMITTEE OF THE 

BOARD OF TRUSTEES OF THE VILLAGE OF WILMETTE 
Friday, May 31, 2019 at 8:35 A.M. 

Committee Meeting Room of Wilmette Village Hall 
1200 Wilmette Avenue, Wilmette, Illinois 

AGENDA 
 
I. Call to Order 

II. Approval of Minutes 
Minutes of the Finance Committee meeting of March 14, 2019 

III. Discussion of General Fund Budget Reserve Policy 

IV. New Business 

V. Public Comment 

VI. Adjournment 

 
 
 
 
 
 

IF YOU ARE A PERSON WITH A DISABILITY AND NEED SPECIAL ACCOMMODATIONS TO PARTICIPATE 
 IN AND/OR ATTEND A VILLAGE OF WILMETTE PUBLIC MEETING, PLEASE NOTIFY THE VILLAGE  

MANAGER’S OFFICE AT (847) 853-7509 OR TDD  (847) 853-7634 AS SOON AS POSSIBLE. 
 



3/14/19  Not Yet Approved 
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1200 Wilmette Avenue 

WILMETTE, ILLINOIS 60091
              

MEETING MINUTES 
 

FINANCE COMMITTEE OF THE VILLAGE BOARD 
 

FRIDAY, MARCH 14, 2019 
8:30 A.M. 

COMMITTEE MEETING ROOM OF WILMETTE VILLAGE HALL  
 
 
Members Present:  Trustee Dan Sullivan, Chair 
    Trustee Senta Plunkett  

Trustee George Pearce 
 
Staff Present: Melinda Molloy, Finance Director 
 Michael Braiman, Assistant Village Manager 
  
    
I. CALL TO ORDER 

Trustee Sullivan called the meeting to order at 8:35 a.m. Committee members Sullivan, 
Plunkett and Pearce were present.  

II. APPROVAL OF MINUTES 
 
Trustee Pearce moved to approve the minutes of the February 1, 2019 Finance Committee 
Meeting as amended.  Trustee Plunkett seconded the motion.  No further discussion occurred 
on the motion.  Voting yes: Trustees Sullivan, Plunkett and Pearce. Voting no: none. The 
motion carried.  
 

III. DISCUSSION OF PUBLIC SAFETY PENSION FUNDS (AMORTIZATION 
SCHEDULE 
 
The Committee reviewed a memorandum from staff that provided various scenarios to 
implement to a 15-year rolling amortization schedule for the public safety pensions. To limit 
the impact on Wilmette taxpayers, the Committee reached consensus that transitioning to a 
15-year rolling amortization from 2020 – 2023, and utilizing General Fund reserves to do so, 
was the most prudent option.  
 



 
 
Date:  May 23, 2019 
 
To:     Finance Committee of the Village Board 
 
From:  Melinda Molloy, Finance Director 
  Michael Braiman, Assistant Village Manager 
    
Subject:  Budget Reserve Policy Revision 
 
Recommendation 
Revise the General Fund Budget Reserve Policy such that when operating reserves 
exceed 30% of operating revenues, the excess funds be dedicated to the engineering 
program for infrastructure and/or public safety pensions. 
 
Background 
In 2015, in an effort to fund critical vehicle and equipment replacements, the Village 
Board amended the General Fund Budget Reserve Policy to direct 50% of non-recurring 
revenues to the Capital Equipment Replacement Fund (CERF). Since the reserve policy 
was amended in 2015, nearly $4 million has been allocated to the CERF. In that time, the 
Village’s General Fund reserve has continued to grow due to expense savings and non-
recurring building permit revenues. As a result, at the Fiscal Year 2019 Budget 
Workshop, the Village Board directed the Finance Committee to review the Budget 
Reserve Policy.  
 
The table below identifies the unaudited 2018 year-end General Fund reserve: 
 

 2018 Reserve 
Level ($) 

Percentage of 2018 
Total Operating 

Revenues 
Current Operating Reserve 10,830,000 34% 
CERF Reserve 1,851,000 N/A 
Total General Fund Reserve 12,680,000 39% 
Moody’s Target 9,658,000 30% 

 
Discussion 
Bond rating agencies have indicated that Aaa communities should have a minimum 30% 
of total annual expenditures in reserve. As such, staff is recommending that when the 
General Fund operating reserve exceeds 30% of operating revenues, it should serve as a 
trigger to direct the excess funds to infrastructure or public safety pensions.   



This 30% trigger does not include the CERF reserve, as these funds have already been 
dedicated to future vehicle and equipment replacements. As the Budget Reserve Policy 
states, the CERF resides in the General Fund and as such, the bond rating agencies 
consider the CERF to be part of the overall General Fund reserve. This means the CERF 
funds can be used for other non-vehicle or equipment priorities if absolutely necessary.  
Accordingly, the recommended revised policy provides a buffer to ensure the Village 
maintains at least a 30% reserve level for an unanticipated recession or unplanned major 
expenditure. To ensure the CERF is adequately funded, staff recommends that the 
projected CERF reserve should be sufficient to fund the vehicle and equipment 
replacements for the next three fiscal years prior to the expenditure of any excess reserve 
funds for infrastructure or pensions. 
 
Of note, the recommended policy revisions do not prevent the Village Board from 
spending down the operating reserve below 30%. Rather, the policy ensures that any 
operating reserve in excess of 30% is dedicated to either the engineering program 
infrastructure and/or public safety pensions. 
 
The following table identifies the threshold that would be established by the revised 
reserve policy based on 2018 year end results: 
 

 2018 Reserve 
Level ($) 

Percentage of 
2018 Operating 

Revenues 
Current Operating Reserve  10,830,000 34% 
Recommended Trigger Level 9,658,000 30% 

Amount in Excess 1,172,000 N/A 
 
If the recommended policy is implemented, the amount of excess reserve available in 
Fiscal Year 2020, based on projected FY 2019 budget performance, is as follows: 
 

Amount in excess at start of FY 2019 1,172,000 
Drawdown of reserve for 2020 public 
safety pension contribution 

(350,000) 

Projected FY 2019 year-end expenses (65,000) 
Projected FY 2019 year-end revenues 430,000 
Projected FY 2019 CERF contribution 
(50% of non-recurring revenues) 

(245,000) 

Amount in excess for FY 2020 870,000 
 
As the Village Board considers allocating excess reserve funds in FY 2020, it is important 
to note that additional reserve drawdowns are planned to implement the public safety 
pension amortization schedule. These drawdowns total $1.1 million from FY 2021- 2023. 
 
Documents Attached 
1. Redline budget reserve policy 



 
FINANCIAL POLICIES 

 
 
 
 

Budget Reserve Policy – Amended and adopted by the Village Board on April 12, 2005 
  

Current and long range cash flow projections are essential aspects of the budget process. These 
forecasts should be based upon (1) historical data for operating revenues and expenditures, (2) the 
proposed capital spending per the Village's ten year Capital Improvements Program, and (3) any 
anticipated changes in service levels and/or fee structures. 
 
Operating revenues are defined as those revenue sources which are anticipated to recur on an 
annual basis. Examples would be the property tax, sales tax, utility tax and the income tax. Non-
recurring revenues such as grants or bond proceeds should be projected separately from operating 
revenues. 
 
Similarly, operating expenses are defined as those expenditures which recur on an annual basis. In 
the cash flow charts, operating expenses have been broken down into the categories of personnel 
and fringe benefits, refuse collection and disposal, and other operating expenses. 
 
Non-recurring expenditures include all capital outlay as well as any other expenses that do not recur 
annually. Examples of this would be a consulting study or an expenditure that related to a one time 
revenue such as a grant. 
 
The Village Board has adopted the following Budget Policy:  
 
 Operating revenues should exceed operating expenses. Current revenues should 

be sufficient to pay for current expenses. If non-recurring revenues or reserve funds 
are used to fund operating expenses, this will ultimately have an adverse impact on 
the property tax levy or necessitate reductions in service levels. 

 
 A portion of the capital outlay expenditures should be financed from operating 

revenues. While these expenses may not recur individually, a portion does recur 
collectively. Thus, the financing of these items is most appropriately done from 
operating revenues. 

 
 Other non-recurring expenditures may be financed from non-recurring 

revenue sources through an annual transfer to the Capital Equipment 
Replacement Fund (CERF) or through reductions in the reserve balances. This 
assumes that if reserve funds are used to finance certain non-recurring expenditures, 
the overall budget reserve levels will not fall below the recommended minimum 
reserve balances as adopted by the Village Board. 



 When setting the property tax levy, consideration should be given to the 
historical relationship between the property tax and expenditures.  Property tax 
receipts are a significant portion of General Fund revenues. A consistent relationship 
between the property tax and General Fund expenditures will provide for greater 
revenue stability under varying economic conditions.   

 
 
The Village of Wilmette shall strive to maintain adequate cash reserves in each of its funds. These 
reserves shall be created and maintained to provide the capacity to: 
 
    1. Offset significant economic downturns or revenue shortfalls; 
 
    2. Provide sufficient cash flow for daily financial needs; 
 
    3. Maintain or improve the Village's bond ratings; 
 
    4. Provide funds for unforeseen expenditures related to emergencies; 
 
    5. Maintain a Capital Equipment Replacement Fund. 
 
 
Each of the Village's Funds have somewhat unique cash flow structures. For example, funds having 
property tax revenue will always be at their lowest point of reserve funds just prior to the two times 
each year (March and September) that the Village receives its property tax. Funds that pay debt 
service will always be at their lowest point in their reserve funds after they have made their semi-
annual debt service installments. In establishing the recommended reserve levels, these individual 
characteristics of the funds have been considered. 
 
The General Fund annual expenditures are relatively consistent on a monthly basis except that 
there are large general liability, property and workers' compensation insurance premiums that are 
due in January each year. While much of the insurance expense is run through the Village’s Internal 
Service Funds, these Funds do not carry any fund balance and the majority of this expense is passed 
through the General Fund.  
 
The property tax accounts for nearly 30% of the total annual General Fund revenue. Other than the 
two months in which the Village receives property tax revenue, the total monthly expenditures of 
the General Fund will exceed the monthly revenues. Thus, the General Fund reserve balance will 
always be at its lowest point at the end of February and at the end of August (just prior to the receipt 
of property tax revenue). Due to the nature of some of the other revenues in the General Fund, the 
reserve balance at the end of February is the actual projected low point in the year. 
 
To determine the appropriate level of General Fund reserve, estimates of revenues and expenses are 
made for the months of January and February. The amount that expenses are projected to exceed 
revenues for this two month period reflects the minimum necessary amount of cash on hand at 
December 31 to avoid borrowing prior to the receipt of property tax revenue. The recommended 
minimum budget reserve is 200% of the projected two month shortfall. A schedule detailing this 
calculation follows this narrative. 



On an annual basis in meeting the overall minimum budget reserve, operating revenues must be at 
least equal to 104% of operating expenses. When actual fiscal year results are available, budget 
reserve amounts in excess of 25% of the projected expenditures in the next fiscal year balance shall 
be transferred to the Capital Equipment Replacement Fund. In years that the minimum budget 
reserve is met, the Village shall transfer at least 50% of that year’s non-recurring revenues to the 
Capital Equipment Replacement Fund. The Capital Equipment Replacement Fund shall reside 
within the General Fund and shall not be segregated as a separate fund.  By Resolution of the 
Village Board, CERF funds may be transferred back to the General Fund reserve to offset any 
unanticipated expenditures or revenue shortfalls in order to maintain the minimum recommended 
General Fund reserve level.  
 
When operating budget reserves exceed 30% of operating revenues, and sufficient funds reside in 
the CERF to replace vehicles and equipment over the next three fiscal years, the excess reserve 
funds shall be allocated to the Engineering Program to be invested in the Village’s infrastructure 
and/or to the public safety pension funds. 
 
In meeting the minimum recommended level noted above, the Bbudget reserves shall not be 
projected to be reduced by more than 10% in a given fiscal year. 
 
The Water Fund and Sewer Fund both have similar cash flow characteristics. Their revenues 
flow in steadily throughout the year with the summer months showing an increase due to lawn 
sprinkling. The operating expenditures are evenly distributed over the course of the year. While 
capital outlay occurs irregularly, major projects are funded from debt issues and, as such, do not 
present a cash flow concern. Debt service is paid in June and December each year and it is at these 
points that cash flow is at its lowest for these two funds. 
 
With the Village on a calendar fiscal year, the lowest point for the reserves of these two funds is at 
the end of the fiscal year. Thus, the need for a budget reserve in these two funds is strictly to 
provide for reduced revenue in a given year that water sales may not achieve the budgeted amount 
or to accommodate any emergency expenditures which may occur. The budget reserve policy 
guideline for the Water and Sewer Funds shall be a balance of between 20% and 25% of projected 
revenues. 
 
The Motor Fuel Tax Fund has a steady revenue flow of monthly allotments from the State of 
Illinois. Its expenditure flow consists of large capital projects that occur during the outdoor 
construction season. As such, all expenditures for a given year are typically completed by the end of 
October. The policy goal is to have two month's worth of revenue (currently about $100,000) in 
reserve at year end. This policy allows for all of a current year's projects to be paid entirely from 
revenues received through the month of October. 
 
The Debt Service Fund has its property tax levied and received in advance of its debt service 
payments. As such, cash flow is not a concern of this fund (note that the property tax is the sole 
revenue source for this fund and is equal to the projected debt service payments). The Firefighter 
and Police Pension Funds have developed substantial reserves in line with the actuarial 
requirements for these fundswhich should be in line with a 15-year rolling actuarial amortization 
requirement. The remaining funds, Parking Meter Funds, Clampitt Estate, and War Memorial 
Fund are relatively minor in terms of revenue and expense and, as such, only have a requirement 
that they maintain a positive reserve balance throughout the year. 
 

Commented [BM1]: The Clampitt and War Memorial Funds no 
longer exist 



Purchasing Policies 
The Village routinely makes purchases for suppliers, services, and equipment. The following policies 
apply to such purchases: 

• Purchases under $1,000 can be made with authorization of the Village Manager without 
quotations or bids. 

• Purchases over $1,000 and under $20,000 may be approved by the Village Manager provided 
that there are at least three written informal bids or quotations, unless the service or 
equipment is a “single-source item.” 

• Purchases over $25,000 require the approval of the Village Manager and the Village Board 
of Trustees.  

• In cases of emergency the Village Manager is authorized to make emergency purchases 
provided that such purchases shall be submitted to the President and Board of Trustees for 
ratification at the next regular meeting. 
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