
 
 

1200 Wilmette Avenue 
WILMETTE, ILLINOIS 60091 

 
 

MEETING NOTICE & AGENDA 
OF THE 

FINANCE COMMITTEE OF THE BOARD OF TRUSTEES 
OF THE VILLAGE OF WILMETTE 

 

Village Hall – Broadcast only (Village Hall is closed due to the Village President’s 
Declaration of Local Disaster and Public Health Emergency Order)1

 

 
Thursday, March 25, 2021 

7:00 p.m. 

 
 

1) Call to Order 
 

2) Approval of Minutes – Minutes of the Finance Committee Meeting of January 27, 2021 
 
3) Discussion of the Village’s Reserve Policy 
 
4) New Business 
 
5) Public Comment 
 
6) Adjournment 

 
 

Trustee Gina Kennedy, Chair  

 
 

If you are a person with a disability and need special accommodations to participate in and/or 
attend any Village public meeting, please notify the Village Manager’s Office at (847) 853- 

7509 or TDD (847) 853-7634. For additional information please call 
(847) 853-7511, the Village Clerk’s Office. 

 
 

1 This meeting will be held remotely by the President and Board of Trustees and will be recorded as required by 

law. The meeting will be broadcast live at https://www.youtube.com/user/villageofwilmette/live and on Channel 6 
and then published on the Village’s YouTube website. Members of the public may submit a comment in advance of 
the meeting by emailing their comment to publiccomment@wilmette.com. All emailed comments received two hours 
prior to the start of a meeting will be provided, unredacted, to the Village Board. Emails received at any time within 
two hours of the beginning of the meeting until its adjournment will be included in the draft minutes of the meeting. 
Public comments may be made during the meeting through YouTube Live which will be read aloud during the 
appropriate portion of the meeting. There is also the option to make a public comment during the meeting via PC, 
mobile device or phone.  For complete details and instructions on joining  or participating in the meeting, please 
click here. 

https://www.youtube.com/user/villageofwilmette/live
mailto:publiccomment@wilmette.com
https://www.wilmette.com/event/finance-committee-of-the-village-board-meeting/?instance_id=2348
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1200 Wilmette Avenue 

WILMETTE, ILLINOIS 60091

              

MEETING MINUTES 

 

FINANCE COMMITTEE OF THE VILLAGE BOARD 

 

MONDAY, JANUARY 27, 2021 

8:30 A.M. 

VIRTUAL MEETING – VILLAGE HALL  

 

 

Members Present:  Trustee Gina Kennedy, Chair 

    Trustee Senta Plunkett  

Trustee Dan Sullivan 

 

Staff Present: Melinda Molloy, Finance Director 

 Erik Hallgren, Assistant Village Manager 

 Peter Skiles, Director of Administrative Services 

 Brigitte Berger-Raish, Engineering & Public Works Director 

Lynn Jarog, Assistant Finance Director 

Alexander Arteaga, Management Analyst 

     

I. CALL TO ORDER 

Trustee Kennedy called the meeting to order at 8:30 a.m. Committee members Kennedy, 

Plunkett and Sullivan were present.  

II. APPROVAL OF MINUTES 

 

Trustee Plunkett moved to approve the minutes of the June 18, 2020 Finance Committee 

Meeting.  Trustee Sullivan seconded the motion.  No further discussion on the motion.  Voting 

Yes:  Trustees Kennedy, Plunkett and Sullivan.  Voting no:  none.  The motion carried.  

 

III. DISCUSSION OF SEWER LATERAL REPAIR ASSISTANCE PROGRAM 

 

 Assistant Village Manager Erik Hallgren thanked staff for their assistance in compiling 

information on all the agenda topics.  He went on to say that today’s meeting was more 

informational with the intent to provide staff guidance on the development of potential 

policies or in further investigating each one of these programs if additional information is 

requested.    
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 Mr. Hallgren discussed the private sewer lateral, showing a picture that demonstrated how 

every residence and business connects to the sewer main that is managed by the Village.  He 

said there is a piece that falls within the Village right-of-way where it connects into the sewer 

main, which is a connection to the combined system as well as to the sanitary system.  He said 

on an annual basis, Public Works goes out to televise the sanitary system to look for potential 

defects and areas that need repair.  He said as a part of the process, they make note of potential 

issues with the private sewer laterals as well as noting private laterals that are causing damage 

to public property.   He said when there is a necessary private sewer lateral repair, Public 

Works will send an advisory notice to each one of the residences or businesses to let them 

know there is a potential issue.  He said the notices are advisory only with no associated 

compliance requirements.  It merely notifies them of the issue and tells them they may want 

to consult a plumber to make the repair. 

 

 He said the main focus of the discussion tonight is on the private laterals that cause damage 

to public property.  He said where there is an issue with a private sewer lateral connection, a 

notice is sent to the homeowner instructing them the problem needs immediate attention to 

correct the issue.  He said per current Village Code, property owners are responsible for the 

full cost of the repair.  Mr. Hallgren went on to say that per year, typically there is an average 

of 3-5 incidents where a private lateral is causing damage to public property.  He said over the 

last several years, as the notices have been sent out, resident feedback has come in regarding 

the high cost of the sewer lateral repairs.  He said the cost of these repairs can range from 

$7,000 to over $20,000.  Mr. Hallgren said the purpose of these discussions was to assess if 

there is any financial assistance that can be provided to property owners to ease this burden.   

 

 Trustee Kennedy asked if the advisory notices are available to prospective homebuyers or if 

a potential homebuyer can come to the Village to see if any notices have been issued for a 

particular property. 

 

 Engineering & Public Works Director Brigitte Berger-Raish said if a notice had been issued, 

the document would be on file and could be requested through a Freedom of Information 

request.  

 

 Mr. Hallgren then discussed the existing process associated with the repairs to the private 

lateral components.  He said once a notice has been sent, they typically have 10 days to contact 

the Village to start the process to begin the repair.  He said that doesn’t mean the repair needs 

to be completed in 10 days, but rather just for the property owner to acknowledge the issue 

and start the process of providing potential contractors eligible to do the work as well as 

starting the permitting process.  Mr. Hallgren said once the repair has been initiated, the 

Community Development Department takes over and reviews plans and contractor 

information.  He said the project will then go through the permit review process, and the 

permit fees, plan and permit review fees, which are approximately $250 and then there is a 

deposit to be paid if work is to be completed in the right-of-way.   

 

 He said since 2018, the average number of incidents per year has been 4.  He discussed the 
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range of costs, which could exceed $20,000 in some cases.  He said the are a few current 

assistance programs that could be utilized by property owners for a repair like this.  He said 

there is the 50/50 program for projects greater than 12’ in depth.  He said a check of the records 

indicates no one has utilized this program since 1998.  He said there is also the Emergency 

Housing Assistant Program (EHAP), which assists Village residents that have limited 

financial means.  He said typically this program is more utilized for utilities or rental 

assistance and has a $500 limit.  He said it’s not typically utilized for large repairs.  

 

 Mr. Hallgren then discussed other governmental entity programs.  He said they found 5 cost-

sharing programs for private lateral assistance.  He said these programs are generally 

structured as cost-sharing; however, there is one that is full coverage.  He said they start at 

30% and go up from there.  He said some of them have a maximum dollar amount and others 

break the sewer lateral components down as to what is eligible for assistance.   He said Elgin, 

Bartlett and Des Plaines offer assistance for work that is completed within the right-of-way.  

He said the Sanitary District of Downers Grove offers assistance for the entire private lateral 

and Elk Grove doesn’t charge for the road restoration due to sewer lateral work. 

 

 He then discussed the next steps and said the first question is whether the Village would even 

offer assistance programs for this type of repairs.  If there is interest, he said staff would need 

to look at what types of projects would be eligible and if there would be financial conditions 

associated with the program.  He said then the mechanics of the program would need to be 

reviewed such as would the program be cost sharing, a grant, a loan, etc.   

 

 Trustee Plunkett said she knows this is very expensive and would benefit the homeowner, but 

she then asked how it benefits the public.  She said she would also like to know what damage 

to the public means.  She asked if it meant to the street or sidewalk such as a cave-in or does 

that mean an infiltration into the sewer system.   

 

 Ms. Berger-Raish said the first primary public benefit would be safety, as anytime there is a 

defect in a sewer lateral, the roadbed typically starts to cave in.  She said when that happens, 

someone will usually call Public Works to notify them.  Public Works would then go out and 

identify the source of the problem and it’s the responsibility of Public Works to maintain road 

safety between the time of the identification of the problem until it’s completely fixed which 

can sometimes be up to 90 days depending on the financial situation of the homeowner.  She 

said there is cost in Public Works staff monitoring that sinkhole on a daily/weekly basis and 

protection to the area to ensure it doesn’t become a bigger issue.  She said the second primary 

benefit would be keeping the sewer system safe.  She said anytime there is a defect, 

groundwater can penetrate and contribute to the ongoing sewer back-up issue.   

 

 Trustee Plunkett said the public benefit is important for the community to understand.   

 

 Trustee Kennedy asked what causes this to happen, asking if it’s possible to be tree roots or 

mineral deposits.  She then asked when it comes to the part that is under the roadway, is it 

possible that vibrations from large trucks may cause issues with the right-of-way. 
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 Ms. Berger-Raish said the truck vibrations have not been something they have seen as a source 

of sewer lateral defects.  She said the pipe underneath the earth is well protected by the cavity 

soil that surrounds it, which serves as a buffer to the vibration from trucks on the road.  She 

said it would be highly unlikely that they can tie the vibration to a sewer defect.   

 

 Trustee Kennedy said it’s notable that within the last 3 years, 3 of the 10 defects were located 

within blocks of each other.  She asked if that was coincidence.   

 

 Ms. Berger-Raish said she doesn’t have enough information to draw a conclusion that suggests 

it’s anything more than a coincidence.  She said those sewers were probably all put in at the 

same time and are probably all clay.  She said those are all vulnerable to collapse or disrepair 

over time.   

 

 Mr. Hallgren asked when we are performing televising, is it Village-wide or is it done in 

sections on an annual basis.   

 

 Ms. Berger-Raish said the televising program is a combination of a systematic look at basins 

in the same area as well as where there are road improvements.  She said there is variety on 

where they televise, but that if they were televising and finding defects in one particular street 

and notices were sent, that might correlate to more defects in one particular area. 

 

 Trustee Sullivan asked if he got a letter notifying him of a potential issue with his sewer lateral 

and he chose to wait until it actually failed to take action, would he be causing more expense 

to the Village.   

 

 Ms. Berger-Raish said there are 2 types of letters. The first being an observation which would 

go out after an issue was discovered during televising.  She said at that point, it’s not costing 

the Village additional money.  It’s a courtesy to the homeowner to let them know about it.  

She said if there is an actual defect that requires a repair and causing a sinkhole, which in turn 

would require Public Works to monitor, there would be cost involved for staff time which 

could cost the Village money if the repair is not made in a timely manner.  

 

 Trustee Sullivan said given all that we are investing in our sewers, if a homeowner doesn’t 

repair their lateral, they are doing more harm to the system than is necessary. 

 

 Ms. Berger-Raish concurred. 

 

 Trustee Plunkett said in looking at the diagram, the sewer laterals leading the street are long 

and then there is the small area in the public right-of-way.  She asked if defects are found in 

the public right-of-way, is there normally defects in the private sewer lateral as well.  She then 

asked if the homeowners were fixing that at the same time and would that add to their cost.  

She asked if it was by chance or related. 

 

 Ms. Berger-Raish said when you look at the diagram in question, you see the public sewer is 

on the house side of the street, but that the public sewer may well be on the other side of the 



  

 5 

street which increases the risk of having something happen under the street and also increases 

the cost of the repair. She said if there is a problem under the public right-of-way, there is a 

good chance there would be issues on the private side as well.  She said the first thing that 

would need to be done is to televise the entire line, which may be not even be possible if there 

is a collapse in between the street and the house.  She said it’s not uncommon for the 

homeowner to have to replace the entire line from the foundation to the public sewer.   

 

 Trustee Plunkett asked if the stated average was for the right-of-way costs.   

 

 Ms. Berger-Raish concurred.   

 

 Trustee Kennedy asked if these are combined sewers. 

 

 Ms. Berger-Raish said some are but there are also storm sewer connections as well.  She said 

typically the sanitary sewers are deeper as well as the combined. 

 

 Trustee Kennedy asked if that would present a public health risk as well as property damage. 

 

 Ms. Berger-Raish said theoretically there could be some cross-infiltration from whatever is 

leaching out of the sanitary sewer system and could get into the storm sewer, but that’s a 

relatively low risk.  She said the risk would come downstream in the North Branch with 

contamination to the public waterway versus any risk to a homeowner.   

 

 Trustee Plunkett asked in moving forward, would the homeowners who have spent money on 

sewer lateral repairs in 2019 or 2020 be considered for this program if it moves ahead or would 

it be a situation where it would be from a certain date forward. 

 

 Mr. Hallgren said that would be something that could be discussed, and those properties could 

be reviewed.  He said he believes the idea of this kind of program was based on issues going 

forward.  He said some of the properties identified for repair in 2020 may still be in the 

permitting process so there is the potential for assistance to those homeowners. He said 

financial hardship could also be a component to determine need similar to the EHAP program.  

He said this may exclude some past addresses that had work completed.   

 

 Trustee Kennedy asked if the figures in the memo were for total cost and not just for the right-

of-way portions. 

 

 Mr. Hallgren said he believed the numbers were for total cost, stating the breakdown on the 

plumbing permit does not get down to that level of specificity.  He said we could do a further 

review on those permits if the program was going forward to look at that breakdown. 

 

 Trustee Plunkett asked if we should be getting into more discussion about the different types 

of financial assistance or to have those discussions at a later time. 

 

 Mr. Hallgren said if we want to discuss possible financial options, that would be beneficial.  



  

 6 

He said staff would be looking for guidance on interest in going forward with the program 

and if there is interest, some mockup of potential program options could be drafted.  He said 

staff is also looking for any questions that may require follow-up and direction on framing out 

what a potential program may look like if the decision is made to move forward.  

 

 Trustee Sullivan asked if there was consensus on moving ahead with an assistance program. 

 

 Trustee Kennedy said the easiest for her to justify is the right-of-way repairs as opposed to 

paying for the repair all the way to the house.  She said she doesn’t have a good sense of what 

kind of cost that would be or what portion of the plumbing cost relates to the right-of-way 

repair. 

 

 Trustee Plunkett said if she was a homeowner who had to pay for the restoration of the street 

in front of her house, that would be mindboggling to her.  She asked what percentage of the 

assistance would be for public right-of-way restoration versus the work. She asked if that 

would be a lot less than the sewer work under the street. 

 

 Trustee Kennedy said it would be interesting to see how much the programs in the other 

municipalities cost them each year.   

 

 Finance Director Melinda Molloy said there seems to be some interest in some type of 

financial assistance program and that it is her understanding that Trustees would like a 

breakdown of the different components to the total cost of repairs.  She said there seems to be 

some sensitivity to the public right-of-way restoration work potentially being the Village’s 

responsibility or shared with the homeowner.  She said she also understands that Trustees are 

looking for financial information from the other municipalities on the cost of these programs. 

 

 Trustee Kennedy said she can’t speak for any other Trustee, but she concurred with Ms. 

Molloy’s statements saying she would like this information. 

 

 Trustee Sullivan said Ms. Molloy summed it up well.  He said it’s not a decision at this point, 

but he supports exploring a financial assistance program for residents for these types of 

repairs.  He said it should be structured correctly and should not cover 100%.  He said it should 

have a cap, but it will provide small dent to a big bill.  He said given the fact that we are 

investing hundreds of millions of dollars in our sewers, this is a good program for a community 

that has aging homes.  He said it’s the right thing to do, as sewers are a lifeline.  He said he 

would be up for a small percentage, possibly tying into the reserves and state of the Village’s 

finances.   

 

 Trustee Kennedy said she doesn’t think consideration of a full reimbursement regardless of 

the location of the defect is prudent.   

 

 Trustee Sullivan concurred.  He also said that if a program is approved, there would need to 

be a beginning date for reimbursement and for those before that date, unfortunately, there 

would be no assistance.   
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 Mr. Hallgren said he discussed this with Ms. Molloy, and she suggested modeling it to the 

Stormwater Incentive Program wherein assistance is provided up to a certain dollar value.  He 

said if someone installed something 3 or 5 years ago, those would not be eligible for 

reimbursement.   

 

 Trustee Kennedy suggested notifying staff there is no consensus for full coverage and that 

when it comes to cost sharing, we need more information about the breakdown of costs for 

right-of-way versus the entire project and restoration costs.  She said they would also like 

information on the total budgeted amounts for other municipalities with similar programs.  

 

 Trustee Plunkett said she would like the sewer budget to be reviewed to see if any of the costs 

for this program could be taken from there.  She said in the overall scheme of things she would 

like to see where a program like this would fit in and how much money we are potentially 

talking about annually.    

 

 Trustee Sullivan said that was an excellent point, as he was assuming the total cost of the 

program would come from the Sewer Fund and not the General Fund.    

 

 Trustee Kennedy agreed. 

 

 Mr. Hallgren said this would be provided in additional follow-up.   

 

 Ms. Molloy said she felt they got the guidance they needed on what next steps were to be 

taken. 

 

 Trustee Kennedy called for public comment on this topic. 

 

 There was no public comment on this topic. 

 

IV. DISCUSSION OF THE VILLAGE’S RESERVE POLICY 

 

Mr. Hallgren stated today’s discussions were about gathering information on possible 

adjustments to the reserve policies.  He said staff came up with 6 areas where they felt 

adjustments could be made but they are not all encompassing.  He said the reserve policy was 

being reviewed as a result of comments made during the 2021 budget process.  He said they 

need additional clarity on the reserve policies and want to review the calculation methodology.  

He said they also want to plan for potential ways to draw it down if we are in excess as well 

as review what steps to take if we fall below set thresholds.  

 

Ms. Molloy reviewed the existing policy.  She said there are reasons the policies are in place.  

She said the first is to establish a rainy day fund for emergencies.  She went on to say that the 

dollar amount in the General Fund reserves is based on a cash flow need.  She said you want 

to be sure you have enough cash during a certain amount of time to avoid having to issue short 

notes or warrants.  She said it’s a mechanism to avoid short-term borrowing.  Ms. Molloy said 
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the reserves are also tied into bond rating agencies and guidelines/suggestions from the 

agencies drive the reserve fund balance to be in a particular range.  She said you also want to 

be sure you have enough cash on hand to pay for unforeseen expenses that may come up.  She 

said the reserves are also a component in the equipment replacement that takes place over 

time.   

 

Ms. Molloy said there have been prior discussions on this topic, stating what prompted those 

discussions was the fact that the reserves were high enough that it became necessary.  She 

said prior to that point, the reserves were at the minimum threshold in place at that time, 

particularly during the great recession (2005-2010).  She said the reserves were sitting at 

approximately $2 million so we didn’t have reserves to utilize for anything else.  She said 

because of that decisions were being made at that time to forego capital equipment needs 

because the funds were non-existent.  She said as the economic recovery began to occur and 

economic development started occurring, we were getting large real estate transfer activity 

and related permit activity.  She said with all that happening, at the last moments in the budget 

process, decisions were being made on what to do with the extra revenue.  She said this 

became frustrating, as capital equipment purchases were being made in a very short window 

of time and the thought of having a larger discussion of all the needs in the Village wasn’t 

being had.   She said decisions were being made about monies that were coming in during that 

calendar year and being made part of the current year’s budget.  She said in actuality, we 

couldn’t spend those dollars and make the purchases we needed until the next year, so it was 

causing encumbrance issues resulting in frustrations in the next budget year.  She said for 

those reasons, in 2015, these discussions started to occur.  She said framework was made in 

order to recognize activity that was growing the reserves beyond what was forecasted in the 

budget process.  She said it became a part of the budget process going forward and at the that 

time, the Capital Equipment Replacement Fund (CERF) was created.  She said this was put 

in place to address the prior issues. 

 

She went on to say in 2019, the reserve policy was reviewed due to the reserves becoming 

stronger than what was anticipated.  She said discussions were had regarding the public safety 

pension funds and the road program/infrastructure needs.  At that time, it was decided to place 

extra money into roads and the pensions.  She said there was also emphasis on maintaining 

the minimum reserve levels the bond agencies recommended to maintain the highest bond 

rating.  She said where we are today, we have been able to start addressing not only CERF, 

public safety pensions and the road program, even in a pandemic situation, but our revenues 

have performed “not as bad as what we had thought of at one time.”  She said the threat of 

decreased revenue due to the pandemic caused staff to reduce expenditures earlier in the year.  

She said we are in a position where the reserves are again stronger than expected, so the 

question about reviewing the reserve policies has come up again.   

 

Ms. Molloy said the questions to be answered in this review pertain to what to do with 

additional money as we hit certain marks in the reserves.  She discussed the General Fund 

reserves, stating the level we are at currently is based solely on making sure we have enough 

cash to avoid short-term borrowing.  She said in January-February, the reserves will be at the 

lowest they will be for the entire year because we have certain large bills to be paid.  She said 
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our largest stable revenue, property tax, will not be coming in until end of February or early 

March.  She said we want to make sure there is enough cash to cover expenses before the 

property tax revenue arrives.  She said the theory behind where the reserves are at currently, 

comes from thinking about and taking care of short term needs.  She said how the calculations 

are determined are woven into the other policies from other entities as well as what 

Government Finance Officers Association (GFOA) is telling us.  She said in 2015, the 

question of raising the bar was asked and the discussion was around setting it at a place that 

it could be met and then having framework in place on what to do as it was exceeded.  She 

said the challenge was raised of why set yourself up for failure.  She said rightly or wrongly, 

that was the discussion and resulting policy.   

 

She discussed the Water & Sewer Fund reserves saying the percentages are there to weather 

the fluctuations in a revenue source driven by consumption and Mother Nature.  She said you 

want to be sure you have enough in place to maintain operations and debt service payments.   

 

She said the Motor Fuel Tax (MFT) reserves in other entities may have a zero balance because 

MFT monies can only be used for certain expenses like the road program.  She said we have 

2 months of revenue in our MFT reserves not because we are utilizing those funds for anything 

other than roadway, but rather there have been times that the allocations from the state have 

been held up or delayed and we have payments we need to make for road work completed.  

Therefore, we have needed to make sure there is enough cash in place to make those payments. 

 

Trustee Kennedy asked what other revenue streams fluctuate on when they are received and 

when we can spend them.   

 

Ms. Molloy said we know that our next largest sources of revenue come from the state and 

there are times when they hold back their allocations.  She said in terms of economically 

sensitive revenues, sales taxes, income taxes and real estate transfers will fluctuate.  She said 

a perfect example is last year the real estate transfer taxes started out strong and then dipped 

to near nothing and without warning shot back up and finished very strongly.   

 

Mr. Hallgren said January and February are typically our lowest months due to the timing of 

the property tax and seasonality of permit revenue and real estate transfer tax.  He said winter 

months are usually slower and the sales taxes may fluctuate during this time period as well.  

He said December sales are not disbursed until March, so the first two months of the year are 

lower. 

 

Trustee Sullivan said this has added clarity to how the Board looks at this issue.  He said over 

the last few years, we have used different terminology on how we calculate the reserves, 

particularly in the General Fund.  He said in 2019, we focused on the Moody side which was 

30% of operating revenues and all of last year we used a percent of operating expense.  He 

said he agrees the reserve should be based on the operating expense because we need to meet 

our monthly obligations like keeping the lights on.  He said his goal of this conversation is to 

be able to show the population how the calculation is made.  He said he disagreed with 

President Bielinski’s previous comment for a floor of 32%.  He said he doesn’t disagree there 
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should be a floor or range, but he has been questioned about why this is constantly changing, 

and we can never pinpoint what our reserve is until the actual end of the month or year. He 

said we need to come up with a standard calculation.   

 

Ms. Molloy said this was part of her discussions with Mr. Hallgren.  She said we need to 

clarify or simplify whatever calculation we utilize.  She also said timing is another component 

of that conversation.  She said the timing will need to be anchored to the audit.  She said 

confusion has been created because when the budget is created, we are using projections and 

there is at least a ¼ of the year occurring.  She said we have been lucky in that the last quarter 

of the year for the last few years has been phenomenal.  She said but to get that budget done 

and approved we need to stop and move forward so monthly reports are coming after the 

budget.  She said thankfully, we usually end up in a better financial position, but she can see 

how this may cause confusion when the financial updates are provided with actual numbers 

that may look different than the projected budget.   

 

Trustee Sullivan said Ms. Molloy was bracing us for another good ending.  He said it’s not 

necessarily a bad thing, but he thinks we need to be able to articulate that we have had a good 

year, and this is how we will spend the excess.  He said he understands the budget is a long, 

hard process and needs to be prepared 6 months before the budget year starts.  He said 2020 

was particularly hard in light of the pandemic and he is flabbergasted that we are where we 

are today but said he doesn’t want to take anything for granted.  

 

Ms. Molloy said she is shocked by how well things have been.  She said she is thankful 

because it is allowing us to accomplish things we need to.   

 

Mr. Hallgren discussed the current reserves, stating the levels are going to be higher than the 

calculations in the report because of strong 4th quarter performance on the revenue side.  He 

said the 2-month minimum reserve is $5.2 million, which is the current reserve policy.  He 

said when we look at the 30% goal, we are exceeding that target significantly in the General 

Fund.  He said in the Water & Sewer Fund, we are in good shape as well.  He said we can 

look at mechanisms to draw down the reserves over time if we see these reserves in excess of 

our targets.   

 

Trustee Sullivan agreed and said that he thinks the current General Fund reserves will go 

higher than the current 37% in light of the suspected good performance of our revenues in 

December.  He said we are not just accumulating cash; we are spending the money on big 

projects 

 

Ms. Molloy said we were focused on what was happening in 2020; however, we were also 

looking long-term at the five-year forecast.  She said decisions made during that process will 

take the reserve levels down, as we are planning projects where that money will be utilized.  

She said this also needs to be a part of the discussion we are having but understand that in 

2020 we were very focused monthly on what was happening and forecasting worst-case 

scenarios.   
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Trustee Kennedy said one reason we look so good this year is because very early last year, we 

reduced expenses and paid out less than what we had budgeted.  She said it turns out that in 

hindsight it wasn’t necessary, but she said she would’ve done the exact same thing again.  She 

said some expense savings are permanent, but others were only deferrals that will need to be 

paid out now or in the near future.  She said it’s a deferred spending issue as well as a difficult 

forecasting issue.   

 

Trustee Plunkett said there is a slight operating deficit currently.  She said our expenses are 

higher than revenues in the General Fund.  She said she knows that if we get more retailers to 

generate more sales tax, the issue will be resolved.  She said she is not suggesting utilizing 

reserves for that but in the greater picture, how do we look at the big picture.  She said in 2019 

when we did the reserve policy, we earmarked specific funds but it didn’t seem like there was 

a CERF type of policy that said if we hit a certain target, we would roll over a certain amount 

of funds to spend.   

 

Ms. Molloy agreed and said that it’s always been the thinking if there is extra money, it could 

go into the CERF.  She said our hope is that we will develop a policy that everyone feels has 

a clearer way to delineate the trigger and automatically allocate dollars.  She said this way, 

we can start prioritizing.  She said previous commitments have been made to the public safety 

pension funds to get that 15-year amortization in place.  She said we can add new allocations 

to either go to CERF or specific projects like the Road Program or another alternative. 

 

Mr. Hallgren said as we move through 2021 and into 2022 and we see a recovery in the overall 

economy and local revenues, he thinks we will be better able to assess the structural deficit.  

He said it will continue to be monitored and the Board will be updated as to what the totality 

of the pandemic impact will be.   

 

Trustee Kennedy said the optimism we felt in December has dimmed somewhat as the rollout 

of the vaccine has proven to be less robust than what was hoped for.  She said we also need 

to see how long it takes for businesses to fully recover once a full opening after the pandemic 

has occurred.   She said there is still a lot of uncertainty and numbers will remain speculative 

to some extent for the rest of this year. 

 

Ms. Molloy said that she and Mr. Hallgren attended a financial forecast forum, and she said 

there is optimism for the recovery in the economy.  She said the Fed has forecasted a recovery.  

However, in Illinois, the state faces significant challenges and how it’s going to meet the 

challenges will at some point adversely impact municipalities.  She said the formula for 

distribution of funds to municipalities will most likely change and be adjusted as they address 

the issues.  She said the change in retail space and how that is going to continue going forward 

was a large part of the discussions at the forum.  She said for Wilmette, the sales tax numbers 

are not driven by the large stores or malls we have, it’s been driven by grocery stores and the 

collection of internet purchases and how that sales tax money is allocated.  She said we have 

reason to believe this will be a positive for us.  She said it will be at the point of delivery and 

will include the home rule sales tax portion.  She said another positive for the Village is the 

real estate transfer tax.  She said the real estate market in Wilmette and all along the North 
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Shore has been on fire and continues to be.  There is strong activity, which may be driven by 

the pandemic.   

 

Mr. Hallgren concurred and said we are in a very fortunate space due to the strong mix of 

revenues.  He said we are well positioned to come out of this economic downturn.   

 

Mr. Hallgren then said the Sewer Fund and Stormwater Utility are a unique component of the 

reserve system.   

 

Ms. Molloy said the reason we set the levels for the Water & Sewer Fund where we did was 

because those funds are based on consumption.  She said the Stormwater Utility component 

is not subject to fluctuation but still has a 20% reserve.  She said this is an area to look at 

possibly reducing.  She said the implication will be that it will help in terms of the overall fee 

and the growth of that fee over time.  She said we will look further into this and come up with 

a number that makes better sense.   

 

Mr. Hallgren said they looked at best practices in the industry, the rating agencies and 

comparable communities.  He said they looked at the GFOA’s reserve recommendations, 

which for the General Fund was to have 2 months of expenditures.  He said for enterprise 

funds, it was 45 days of annual operating expenditures.  He said that equates to 17% for the 

General Fund and 12% for the enterprise funds.  He said their guidance was to look at the 

most stable aspect of a municipality’s operations and base it off that.  He said for Wilmette it 

would make sense to shift over to expenditures because that is the more stable aspect of our 

financial picture compared to revenues. 

 

Ms. Molloy discussed the rating agency component.  She said we know for a long time our 

reserve position was a credit negative.  She said as they continued to build over the last 3 

years, it has become a credit positive.  She said there are other factors to the rating like the 

wealth in our community.  This is a strong factor in what allows us to maintain our bond 

rating.  She said in the past, our pension funding levels were a negative component rating; 

however, now it’s a positive since we have instituted the 15-year rolling amortization which 

allows us to tackle the growing unfunded liability that has occurred over time.  She said even 

though their calculation for our pension funds is going in the wrong direction still, it is growing 

by a smaller amount and they know if we stay on track with this rolling amortization, it will 

return to where it’s supposed to be.  She said these are all things to keep in mind when we talk 

about rating agencies.  She said their floor is 30% and we are over that.  She said dovetailing 

off that, we asked PMA with the last bond issuance when the market was phenomenal, what 

would happen if we had been downgraded.  They gave us an idea of the rate and it was 

substantially different.  She said we still have large capital projects ahead of us which will 

require debt issuance so we need to do everything we can to show we are being fiscally 

responsible to maintain that Aaa rating so we can get the best bond rates we can.   

 

Trustee Kennedy asked in addition to the stormwater project and the police station 

construction, what other major projects will we require debt issuance for. 
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Ms. Molloy said it’s the water intake plant project, which is a significant expenditure.  She 

said we can put data together on what will require debt over the next several years.  She said 

currently, it’s the finishing of the stormwater project, funding the police station construction 

and the water intake plant construction.  She said there are other water plant projects; however, 

the first three projects mentioned are the most significant in cost.   

 

Trustee Kennedy asked for a total cost, if possible. 

 

Ms. Molloy said she doesn’t have the figure off the top of her head, but she will easily be able 

to get that.   

 

Mr. Hallgren said as part of the CIP budget process, projects with possible debt issuance were 

identified for the next ten years and an updated list will be sent out in follow-up.  

 

Trustee Plunkett asked about the watermain replacements.  She asked if this is something we 

can add to that list.   

 

Ms. Molloy said the new customer (North Maine) revenues were earmarked for the watermain 

replacements.  She said depending on how quickly we want to get things accomplished and 

how it fits in with other roadwork being done, it could be one that at some point could be 

considered for debt issuance.  She said we are an older community with aging infrastructure 

and these items will need to be reviewed to see where they fit in for financing.   

 

Mr. Hallgren said the last component to review is the regional community.  He said 11 other 

communities were reviewed that were either located nearby and/or had a Aaa bond rating.  He 

said what they discovered is that there is no common methodology for how each developed 

their reserve policies.  Most based them on specific issues within their community.  He said 

Lake Forest has a component related to accrued leave.  He said you typically see reserves in 

the 25-35% mark but there is a variation on whether they base it on revenues or operating 

expenditures.  He said there is no wrong way to do it.  It’s a matter of providing a strong 

framework and understanding of why it’s done a certain way. 

 

Mr. Hallgren then said staff is looking for input on the framework for creating the policies 

and confirming the existing reserve levels.  He asked if the Board was looking for a simplified 

policy document providing clarity how the reserve is calculated.  He said the other areas would 

be a policy on replenishment and a draw-down plan if we are in excess of our minimum 

requirements.   He said he is looking for ideas on what to include in the revised policy 

document. 

 

Trustee Sullivan said let’s start at a blank sheet of paper and write a policy that we want to 

live by for the next 4 years so there is consistency.  He said it should cover the calculation of 

the reserve and the capital needs of the community.  He said we should show the floor and 

ceiling, and if we are way above the ceiling, the Board has to act.  He said the fact that we are 

slightly higher than expected is great, especially in light of COVID.  He said he thinks basing 

the reserves on the expenses makes it easier to forecast what we need to cover.  If the Board 
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prefers revenues, he is okay with that too.  He said he likes the funding ideas like CERF.  He 

said the challenge will be in the timing of how we get things in.  He said some of the material 

is overwhelming so a simplified version would be best.  He said staff has done a phenomenal 

job in educating and informing the Board on the financial strength and stability of the Village 

on a monthly basis which has been very helpful.  He said we have a lot of ideas, but we need 

to put it in writing so it’s efficient and explainable. 

 

Trustee Kennedy seconded Trustee Sullivan’s comments.  She said in the last few years there 

have been concrete steps taken to make better sense of our finances.  She said the CERF is 

one example and the 15-year amortization rollout for the pension plan debt is another.  She 

said in the past the reserves have been too low so it’s good they’ve been built back up.  She 

said the planning has been good in recent years.  She thanked staff for their work. 

 

Trustee Sullivan said it’s not that we are stockpiling cash.  We are working to provide service 

to our residents and cited the recent snowstorm cleanup as an example.   

 

Trustee Kennedy said the weather has cooperated in recent years as well. 

 

Trustee Plunkett echoed the sentiments that staff provided excellent information for the Board 

members to review.  She said the CERF is a great program and it’s a concrete way to see that 

if you have extra money, it can go into CERF where we can track what it’s spent on.  She said 

for the reserve policy, if we hit a certain trigger, possibly those funds could automatically go 

to infrastructure projects outside of CERF.   

 

Ms. Molloy said in the past there was a discussion about this.  She said there was talk about 

doing a bond issue for Central Avenue so this is one possible area we could consider utilizing 

reserves for instead of issuing debt.  She said it was one idea that was reviewed.  She said 

there will be a larger analysis on this, but it is being contemplated. 

 

Mr. Hallgren asked if there was consensus on the direction staff needed to draft a reserve 

policy.   

 

Ms. Molloy and Trustee Kennedy concurred.  

 

Trustee Sullivan asked if this would come back to the Finance Committee for a final review. 

 

Mr. Hallgren said this would come back to the Finance Committee for a final review before 

being presented to the Village Board. 

 

Trustee Sullivan asked when staff would need the direction. 

 

Ms. Molloy said beginning with this conversation in January, she is hoping something can be 

done in the next few months before the budget process officially begins.  She wants the Board 

members comfortable with the new policies going forward into budget season.  She said she 

is hoping to have decisions done by May before discussions begin about 2022’s budget.   
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Trustee Sullivan asked when the next planned presentation to the Board will be. 

 

Ms. Molloy said she hopes to prolong the discussion until the second meeting in February 

because we are in the middle of closing out the year which takes a lot of work.  She said it 

takes a while to input all the data.  She said she won’t have audited numbers for the second 

meeting in February, but she can have something prepared. 

 

Trustee Sullivan said he thinks having a timeline or schedule to manage expectations is 

necessary. 

 

Mr. Hallgren said the goal tonight is to set the framework and to have final recommendations 

in the 2nd quarter.  He said all the components will be helpful for the 2022 budget process.  He 

said some components can be tackled quicker than others.   

 

V. DISCUSSION OF THE VILLAGE’S FINANCIAL REPORTS 

 

Mr. Hallgren said these discussions will be based on what information the Board feels is 

necessary to be included in the monthly, quarterly and yearly financial reports. 

 

 Ms. Molloy discussed the regular financial reports, stating staff would like direction on the 

format and content.  She said when they started the reports, they were much smaller in size 

but as time has gone forward, more and more content has been added.  She said it is becoming 

a little overwhelming with so much information and detail.  She said she thinks it’s time to 

look at improving and streamlining.  She said it takes a very long time to produce the monthly 

report and if there is content that is no longer helpful, it makes sense to remove it.  She said 

she wants the reports to be helpful in the Board’s decision making processes.  She said at 

times there are two monthly reports.  She said unfortunately, at times in reading the two 

documents, there was confusion.  She said one report was the standard monthly report and the 

other was regarding the pandemic ramifications on Village finances.  She said the volume of 

information in itself can cause confusion because it’s easy to get lost in the distinction of each 

report’s purpose.  She said she has had discussion with Mr. Hallgren and Village Manager 

Mike Braiman to streamline the report to include only pertinent, helpful information.   

 

 She said the monthly disbursement report is a list of the checks and wires issued for the month 

with a summary report.  She said there is also a report from Munis with specific information. 

She said if any Trustees have questions on any components of this report, they can follow up 

with her. 

 

 She discussed the CAFR, stating she doesn’t feel there is much that needs to be done, as this 

report is directed by the outside auditor.  She said the actuarial valuations are done to 

determine how to fund the pension funds and the Section 105 funds.  She said the annualized 

Treasurer’s Report is a statutory requirement.   She said smaller entities in the state were not 

producing financial statements, so this was borne out of a statute requirement.  She said that 

she doesn’t feel this is particularly useful, as we produce financial statements and a CAFR, 
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but it’s required by law.   

 

 She said the more helpful reports for the Board are the monthly ones we have been providing 

and some new creative ideas she and Mr. Hallgren have discussed to aid the Board.   

 

 Mr. Hallgren said in looking at the monthly financial reports, he said he thinks there are 2 

items to address.  He said the first is to pare down the monthly report to have more pinpointed 

and focused discussions on the financial status of the Village.  He said the second thing is 

comparability.  He said sometimes two reports will have the same things organized and 

presented but in two completely different ways.  He said the goal is consistency in the reports. 

He said they also want to look at a potential schedule for the monthly reports.  He said this is 

to provide more focused reviews.  He said in the report provided for the meeting, there is a 

sample calendar with dates and report focuses.  He said the report focuses are based on specific 

triggers that will lend the most information to have a focused discussion on these items.  He 

said they will generate a full-year calendar but the example in the agenda report depicts a 3-

month period.  He said the May report would include sales tax revenue data for April and it 

would be dedicated to discussion on sales tax with robust information on the topic with a 

breakdown by category and historical data.  He said some standard information would be 

included but the majority of the focus would be sales tax.  He said in June’s report the focus 

would be about benefits, as actuarial reports are received in May.  He said an update on benefit 

packages and pension funding would be in the report.  He said in August, the report would be 

about stormwater utility revenue because the 2nd quarter billing would be complete and 

hopefully the bond issuance.  He said they could focus on credit and incentive programming, 

how the utility is performing and providing a forecast of potential future rates.  He said the 

intent is to give a focused review on one area of interest for the Board while providing baseline 

material for monthly reports.  He said staff needs to know if the Board is agreeable to this 

more focused type of reporting and if so, feedback on what types of information should be 

included.   

 

      Trustee Kennedy said she would be delighted to see a more focused reporting system.  She 

said it’s helpful to see the issues in isolation and to talk about them in depth rather than part 

of a larger discussion on many topics. 

 

 Trustee Plunkett said the Trustees are only one audience.  She asked what has been most 

helpful for staff in getting the best picture on the Village’s financial status.   

 

 Ms. Molloy said the rating agencies loved the report that Erik developed with the matrix to 

think about how the pandemic could potentially impact us.  She said that was early on when 

that was put in place while discussions were ongoing about going to market for bond issuance.  

She said they were extremely impressed with the level of detail and thoughtfulness of the 

report.   She said there were different levers in place to respond to financial situations.  She 

said our financial advisor liked it so much that they were trying to educate their other 

customers.  She said this report is a helpful report as are the monthly reports.  She said she is 

trying to ascertain how the Board would like to see this information and what is the best format 

for them to make policy decisions.   
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 Mr. Hallgren said we will still be doing the underlying reports with all the detailed revenue 

and expenditure information.  He said what they are looking to do is bring reporting when we 

hit certain triggers like when revenues aren’t performing as well or there are savings in 

expenditures or unforeseen expenditures.  He said these triggers would prompt reporting as 

opposed to providing a large dump of information on a monthly basis.  He said by having a 

focused review, we can talk about specific items, but we can weave in where there are 

positives and potential negatives.  He said it’s about making the reports more digestible for 

the Board and the general public. 

 

 Trustee Kennedy said the monthly report is a snapshot in time based on what we know, and 

the other report is prospective and attempts to project where we are going based on that 

snapshot.  

 

 Ms. Molloy concurred but said that the monthly report always had where we thought we would 

end the year.   She said the additional report created in 2020 includes assumptions based on 

different scenarios with revenues and expenditures which could affect the end of the year.  She 

said it was more forward looking and dealt more with the possible effects the pandemic could 

have on our finances. 

 

 Trustee Sullivan said we have a lot of good reports which can sometimes make our job harder 

because there is so much information.  He said he likes the monthly reports.  He said he takes 

certain data from the monthly and analyzes it separately, which at times produces questions.  

He said that monthly forecasting was extremely helpful during the pandemic but now can be 

possibly pared down.  He said for him the hot button is having enough cash in the account to 

be give a good comfort level.  He said it’s possible to re-evaluate the reporting system to allow 

staff to make the best use of their time. 

 

 Trustee Kennedy said she gets the sense the scenario projections are being done internally.   

 

 Mr. Hallgren said staff would continue to do all the projections or at least monitor where we 

are at and respond accordingly.   He said all that information may not be reported out unless 

there was something that was noteworthy.  He said if everything is progressing as expected, 

we would report that and leave it at that.   

 

 Trustee Sullivan said that is just it; pointing out items of concern for the Board and residents.   

 

 Trustee Kennedy said they trust staff’s judgment on the level of detail in the reports.   

 

 Trustee Plunkett said she likes the idea of focusing on specific things in the reports.  She said 

with the current format, there’s the tendency to go off on to different tangents.  She said a 

more focused approach is better because it allows for the Board to understand the topic fully.  

She said she doesn’t want staff to spend time preparing reports that aren’t helpful.  She said 

she does like the focused report approach. 
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 Trustee Kennedy concurred. 

 

 Mr. Hallgren said staff will look at a more focused reporting system and will create a timeline 

that breakdowns the specific topics that will be covered and in what month. 

 

 There was consensus of the Board members on these next steps. 

 

 Mr. Hallgren said they would get a mockup of a potential calendar and reporting system to 

review.  He said they would poll individual Board members to see what information they 

would like to see included in the reports.  He said the next steps will be to work through the 

monthly reporting aspects and then a review of the yearly reports and long-range forecasting.   

 

 Trustee Kennedy called for public comment on the last 2 topics. 

 

 There was no public comment. 

  

VI. NEW BUSINESS 

 

There was no new business. 

 

VII. PUBLIC COMMENT 

 

There was no public comment. 

 

VIII. ADJOURNMENT 

 

At 10:41 a.m., Trustee Plunkett moved to adjourn the meeting.  Trustee Sullivan seconded 

the motion.  No further discussion on the motion. Voting yes: Trustees Kennedy, Plunkett 

and Sullivan. Voting no: none. The motion carried. 

 

Respectfully Submitted, 

 

Karen Norwood 

Deputy Village Clerk 



 
 

 

Date:  March 25, 2021 
 
To:     Finance Committee of the Village Board of Trustees 
 
From:  Melinda Molloy, Finance Director 

Erik Hallgren, Assistant Village Manager  
    
Subject:  Village of Wilmette Reserve Policies 
 
Background 

During the 2021 budget process, the Finance Committee was tasked with reviewing and 
making recommendations concerning the Village’s reserve policies.   
 
Staff proposed a multi-meeting approach in the Committee’s review of the policy. The 
objective of the first several meetings was to have a goals and policy discussion. Once 
the policy has been established, the intent would then shift to implementation of the policy, 
which would include options for the drawdown of current reserves.  
 
At the January 27, 2021 Finance Committee, staff sought to educate the Committee on 
the existing policy, best practices, and worked to identify the Committee’s goals. Per 
direction from the Committee, staff has developed a revised policy for consideration.  
 
Discussion 

Based upon feedback during the January 27, 2021 Finance Committee, staff has included 
the following components as part of the draft reserve policy: 

• Clarity on reserve calculations and a streamlined policy document  

• Confirmation of the Village’s goal to maintain a 30% General Fund reserve to 
maintain the Village Aaa bond rating 

• More clearly define how reserves will be drawn down when in excess  

• Provide a plan for rebuilding reserves should they fall below our goals 

• Differentiating the stormwater utility fee reserve from the overall Sewer Fund 
reserve 

• Other items as addressed during the January 27 Finance Committee meeting 
 
The attached draft reserve policy is broken into the following sections: 
 
Purpose 
This section addresses the rationale behind the development and the application of a 
Village reserve policy. Provided in this section are several examples of why reserves are 
created and maintained.  
 



 
Reserve Level Calculation  
This section addresses the calculation of the reserves as a percentage of expenditures. 
It also provides information on what expenses are included as part of that calculation and 
the rationale for the use of expenditures compared to revenues.  
 
Reserve Levels 
This section addresses the minimum and target reserve levels for each of the Village’s 
three major operating funds including the General Fund, the Water Fund, and the Sewer 
Fund. As part of the draft reserve policy, there are no reserve requirements for other 
funds. The reserve minimums and reserve targets are based upon cash flow structures, 
guidance from the rating agencies and the ability to maintain appropriate levels of funds 
to manage unforeseen expenditures or revenue shortfalls. Each fund’s reserve levels 
were based upon their unique characteristics; as an example in the draft reserve policy, 
the stormwater utility is broken out from the overall reserve levels in the Sewer Fund.   
 
Use of Reserves 
This section addresses the intended uses of reserves and provides a listing of standard 
instances when reserves may be utilized. Please note, this section addresses situations 
of why the Village maintains reserves, these are not potential uses for reserves that are 
in excess of the Village’s target levels.  
 
Reserves in Excess of Target 
This section addresses the process to notify the Village Board if reserve levels are in 
excess of the targets established by the policy. This section includes the development of 
a plan to drawdown the excess funds over a specified timeframe and guidance on the 
rate of drawdown. Additionally, this section includes information on potential uses for 
excess budget reserves.   
 
Reserve Replenishment 
This section addresses the process to notify the Village Board if reserve levels fall below 
the thresholds established by the policy. This section includes information on the 
development of a plan to return the reserve levels to the minimum reserve level in a 
specified timeframe.  
 
Attachments 

1. Village of Wilmette Reserve Policy – Draft Policy Document 
2. Village of Wilmette Reserve Policy – Current Policy Document 
3. January 27, 2021 Finance Committee Reserve Policy Memo and Attachments 
4. Fund Balance Survey – Highland Park (March 2021) 

 
 
 



VILLAGE OF WILMETTE RESERVE POLICY – DRAFT POLICY DOCUMENT 
 
Purpose 
The Village of Wilmette has developed the budget reserve policy to provide operational stability 
for the organization. The Village shall strive to maintain adequate reserves in each of its major 
operating 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. Provide funds for the Village’s Infrastructure Investment Fund; and 

6. Maintain a Capital Equipment Replacement Fund.  
 
Reserve Level Calculation 
The minimum reserve targets a percentage of operating expenditures. Expenditures are defined 
as those operating expenses which recur on an annual basis. These expenditures include 
Personnel Expenses, Refuse Collection, Contractual Services, Commodities, Other Expenses, 
Debt Service Expenses, Capital Outlay, and Contingency Expenses. For the purposes of the 
reserve level calculation, major capital expenditures that have a dedicated revenue source such 
as a bond issuance or other borrowing mechanisms are excluded since these projects present 
minimal cash-flows concerns. Operating expenditures are utilized because they are more stable, 
and predictable compared to revenue sources and are controllable in the short-term to respond 
to changes in the economy.  
 
Reserve Levels 
The reserve policy focuses on the three major operating funds of the Village. The General Fund, 
which funds the primary operations of the Village and two proprietary funds, the Water Fund and 
the Sewer Fund. The reserve policy has no reserve requirements for the Village’s other funds.  
 
Each of the three major operating funds have unique cash flow structures. For example, funds 
having property tax revenue will always be at the lowest point of reserve funds just prior to the 
two times each year that the Village receives property tax. Funds that pay debt service will always 
be at the lowest point in reserve funds after having made the semi-annual debt service payments. 
In establishing the recommended reserve levels, the individual characteristics of each funds were 
considered.  
 

• General Fund – The General Fund reserve level will be a minimum of 25% of operating 
expenditures with a target level of 30% of operating expenditures.  

o The General Fund calculation will include all sub-funds and programs. As an 
example, the General Fund reserve calculation will include the Capital Equipment 
Replacement Fund (CERF) and the Infrastructure Investment Program. 

 

• Water Fund – The Water Fund reserve level will be a minimum of 20% of operating 
expenditures with a target level of 25% of operating expenditures. 

 

• Sewer Fund – The Sewer Fund reserve level calculation is broken in two components: 
o Sewer Fund expenditures minus those directly related to the stormwater utility will 

have a reserve level minimum of 20% with a target level of 25%. 
o Sewer Fund expenditures directly related to the stormwater utility will have a 

reserve target level of 5%. The revenues and expenditures associated with the 



stormwater utility are highly stable as the revenues are based on a fixed formula 
that is not weather or consumption dependent and expenditures are based upon 
prior debt issuances.  

 
Use of Reserves 
The primary function of reserves is intended to be used to offset the impact of one-time events 
and are not intended to be used for structural operating deficits. Reserves may be authorized, but 
are not limited to, the support of Village operations in the following manner: 

• Provision of critical Village services during or after an emergency event; 

• An unexpected revenue reduction due to an emergency event or the actions of other 
governmental agencies; 

• Outlay of capital expenditure due to major failure or breakdown of a capital asset; 

• Excess reserves exist above the target level and the Village intentionally draws down the 
reserves to comply with the policy; or  

• Other expenditures deemed necessary for Village operations.  
 
Reserves in Excess of Targets 
If the projected year-end reserves in one or more funds exceed the target levels by more than 
5%, the Village Board shall be notified in a timely manner and staff will propose and present to 
the Village Board potential uses for the excess funds to be included in the subsequent fiscal year 
budget. This proposal will include a 3-year outlook of reserve levels in the fund(s) that exceed the 
target levels. Budget reserves shall not be projected to be reduced by more than 10% in a given 
fiscal year, except with Village Board approval. Potential uses for reserves include, but are not 
limited to, the following: 

• Allocation of funds to the Capital Equipment Replacement Fund for purchase of vehicles 
and equipment over the next three fiscal years.  

• Allocation of funds to the Infrastructure Investment Program to be invested in major capital 
projects.  

• Allocation of funds to the Firefighter and Police Pension Funds to align with the 15-year 
year rolling amortization requirement. 

• Allocation of funds to major capital investments that would otherwise be funded by debt 
issuance. 

• Review of potential revenue offsets; determining if revenues sources can be altered in the 
short-term.  

 
Reserve Replenishment 
If the projected year-end reserves in one or more funds falls below the minimum levels, the Village 
Board shall be notified in a timely manner and a reserve replenishment plan will be developed 
and presented to the Village Board as part of the subsequent fiscal year budget. The plan should 
include a target of reaching the minimum reserve level within two (2) fiscal years. This proposal 
will include a 3-year outlook of reserve levels in the fund(s) that are below the minimum levels. 









 
 
 
Date:  January 27, 2021 
 
To:     Finance Committee of the Village Board of Trustees 
 
From:  Melinda Molloy, Finance Director 

Erik Hallgren, Assistant Village Manager  
    
Subject:  Village of Wilmette Reserve Policies 
 
Based upon feedback from the Village Board during the 2021 budget process, the 
Finance Committee is tasked with reviewing and making recommendations concerning 
the Village’s reserve policies.   
 
Staff proposes a multi-meeting approach in the Committee’s review of the policy. The 
objective of the first several meetings is to have a goals and policy discussion. Once the 
policy has been established, the intent would then shift to implementation of the policy; 
which would include options for the drawdown of current reserves. The purpose of the 
January 27, 2021 Finance Committee meeting is to educate the Committee on the 
existing policy, best practices, and identify the Committee’s goals. At a subsequent 
meeting, staff will present a revised policy for the Committee’s consideration. Primary 
components of the updated policy may include: 
 

• Clarity on reserve calculations and a streamlined policy document  
• Confirmation of the Village’s goal to maintain a 30% General Fund reserve to maintain 

the Village Aaa bond rating 
• More clearly define how reserves will be drawn down when in excess  
• Provide a plan for rebuilding reserves should they fall below our goals 
• Differentiating the stormwater utility fee reserve from the overall Sewer Fund reserve 
• Other items as addressed during the January 27 Finance Committee meeting 

 
Background 
The purpose of the budget reserve policy is to ensure the village’s ability to fund the 
provision of critical services to the public during, or immediately after, an emergency 
event. The intention is to mitigate current and future risks and address the following goals: 
 

• Offset significant economic downturns or revenue shortfalls;  
• Provide sufficient cash flow for daily financial needs;  
• Maintain or improve the Village's bond ratings;  
• Provide funds for unforeseen expenditures related to emergencies;  
• Maintain a Capital Equipment Replacement Fund.  

 
The Village’s current Reserve Policy was last amended by the Village Board in November 



2019 as part of the annual budget process. The most significant change in 2019 was new 
language which allocated General Fund reserves to infrastructure or public safety 
pensions when in excess of 30%. The amendments to the current reserve policy were 
discussed by the Finance Committee in May 2019; attachment #1 includes the packet 
from that meeting. Prior to that amendment, the policy was reviewed and revised in 2015; 
this change added a provision about using excess funds above the minimum reserve level 
for the new Capital Equipment Replacement Fund (CERF); attachment #2 includes the 
meeting summaries regarding the 2015 discussions. Prior to the 2015 change the last 
major revision to the policy was made in April 2005. 
 
The objectives of the reserve policy evolve based upon the Village’s financial condition at 
different points in time. During the recession, the objective was to provide sufficient cash 
flow; in 2015 and again in 2019, the objective was to develop a method to drawdown 
reserves. This review is the next iteration of the review cycle and should be updated to 
meet the current needs of the Village and allow flexibility as the Village moves forward.  
 
Attachment #3 includes the current budget reserve policy of the Village. Below is a 
summary of the reserve guidelines per the current policy.  

• General Fund – 200% of the projected two-month shortfall between the estimated 
revenues and expenditures in the months of January and February;  

o In addition to the approved policy, the Village has a goal of 30% reserves based 
upon guidance from the rating agency;  

• Water Fund – Balance between 20% and 25% of revenues; 
• Sewer Fund – Balance between 20% and 25% of revenues; 
• Motor Fuel Tax Fund – Two months of revenues; estimate of $100,000 at year-end; and 
• Other Funds – Debt Service, Public Safety Pension, and Parking Meter Funds have no 

reserve requirements. 
 

In addition to the reserve guidelines the document also provides direction if reserves are 
in excess of the guidelines in the General Fund. Currently the policy states: 

• When operating budget reserves exceed 30% of operating revenues and funds are 
sufficient in the Capital Equipment Replacement Fund (CERF) to replace equipment over 
the next three (3) years, the excess reserves shall be allocated to infrastructure 
investment, public safety pensions, or as otherwise determined by the Village Board. 
Reserves shall not be project to be reduced by 10% in a given year.  
 

Discussion 
This review will focus on the policies for the major operating funds: General, Water, Sewer 
 
Current Reserves 
The following is a comparison of each fund by its respective reserve level goal and actual 
amount based upon the 2021 Approved Budget: 
 

Fund 
Reserve Level 

Target* 
Reserve 

Level ($)* 
Reserve Level 

(% of Expenses) 
Over/ 

(Under) 
General Fund (two-month minimum) $5,207,900 $11,154,155 36.8% $5,946,255 

General Fund (30% goal) $9,098,625 $11,154,155 36.8% $2,055,530 

Water Fund (20% minimum) $2,030,000 $3,890,629 38.3% $1,860,629 

Sewer Fund (20% minimum) $1,342,260 $2,054,380 30.6% $712,120 

Motor Fuel Tax Fund $100,000 $288,677 N/A $188,677 
*2021 Approved Budget 



 
It should be noted that one of the limitations on the reserve level calculation is that it is 
based upon a point in time. For consistency, the 2021 approved budget was used for 
demonstration purposes. The current reserve levels are estimated to be higher based 
upon better than projected revenues across all funds in 2020. An end-of-year summary 
will be provided upon completion of the audit and the 2020 Comprehensive Annual 
Financial Report (CAFR). 
 
Sewer Fund & Stormwater Utility Fee 
Stormwater utility fee revenues are part of the Sewer Fund and thus as the Village 
continues to increase the fee to pay the debt service associated with the Neighborhood 
Storage Improvement Project (NSP), the minimum reserve requirement will increase 
(potentially by up to $800,000). Given the stable nature of the utility fee and expense 
(debt service), maintaining a 20 – 25% reserve for the utility fee may not be necessary. 
Adjusting down the reserve requirement for the stormwater utility fee would reduce the 
amount property owners have to pay over the life of the bonds.  Staff will provide 
alternatives for the Committee’s consideration at its next meeting. 
 
Best Practices 
Staff’s initial research looked at the following: 

• Guidance from the Government Finance Officers Association (GFOA)  
• Rating agency thresholds 
• Comparable communities 

 
GFOA recommends that municipalities maintain their reserves at no less than two (2) 
months of regular revenues or expenditures; this equates to 17%. However, GFOA 
cautions that municipalities should review other variables that affect the reserves, 
including the risks of cuts in state and/or federal funding. Additionally, for the Village’s 
enterprise funds, the GFOA Best Practices publication addresses working capital and 
recommends forty-five days (45) worth of annual operating expense; approximately 12%. 
 
Staff also reviewed the comments from the rating agency that accompanied the Village’s 
most recent bond issuance in September; this is included in attachment #4. Moody’s 
Investor Services reaffirmed the Village as a Aaa (their highest credit rating) with a stable 
outlook. Amongst the items denoted as credit strengths by Moody’s was the healthy fund 
balance relative to budget. In addition to that they noted that the Village’s General Fund 
balance was at 35% of operating fund revenue and 32% of budgeted operating expenses. 
In regards to the enterprise funds (water and sewer), Moody’s noted that each held $2.1 
million or 155 day and 437 days of operating expenses respectively. As in most of their 
opinions, Moody’s stated that one factor that could result in a rating downgrade would be 
the decline in liquidity and/or fund balances.  
 
To show the impact of a ratings downgrade, staff had PMA, the Village’s financial advisor 
provide a sensitivity analysis on a ratings downgrade; see attachment #5. This analysis 
showed the impact on the Village’s 2020A bond issuance for Neighborhood Storage. The 
analysis showed that a ratings downgrade from Aaa to Aa2 (two notches down) would 
have resulted in a total interest cost (TIC) increase of 0.559% or an estimated $3.9 million 
in total interest paid over the term of the issuance. A ratings downgrade from Aaa to A2 
(five notches down) would have resulted in a total interest cost (TIC) increase of 0.891% 
or an estimated $5.4 million in total interest paid over the term of the issuance.  
 
The following is a summary table of comparable communities’ reserve policies, including 
the General Corporate Fund, Enterprise Funds, and other funds where applicable. These 



communities are either regional or have a Aaa (or equivalent) credit ratings. Attachment 
#6 includes each community’s reserve policies for reference.  
 

Municipality General Fund Enterprise Funds Other 

Wilmette 

Minimum of 200% of 
projected two-month shortfall 
between revenues and 
expenditures in Jan. and 
Feb.; goal of 30% revenues 

Goal of 20% to 25% of 
operating revenues for both 
Water and Sewer Funds 

Motor Fuel – Two 
months of revenues 

Buffalo Grove 
Minimum of 25% and goal of 
30% of expenses (less 
transfers) 

No policy  

Deerfield Minimum of 30% combined reserves across the four major operating funds: General, 
Water, Sewer, and Garage. Goal of not less than 40%.  

Glencoe 
Greater than 15% of current 
expenses (less capital); no 
lower than $2.5 million 

Greater than 10% of current 
expenses; no minimum 

Debt Service – 
25% of December 
P&I payment 

Glenview 30% to 40% of total expenses 
30-Days of operating 
expenses (less capital and 
debt service) 

CERF – 40% 

Highland Park 35% of operating expenses 

Water Fund – 25% of 
operating expenses 
Sewer Fund – 15% of 
operating expenses 

Equipment Fund – 
50% 

Lake Forest 
Minimum of 35% of non-pass 
through operating revenues 
plus accrued leave 

33% of operating revenue 
plus one year’s debt service 

Fleet Fund – 15% 
of operating 
revenue 

Naperville 
20% of the subsequent year’s 
annual budgeted expenses 
(less transfers) 

30-Days of operating 
expenses for Water/ 
Wastewater and Electric  

 

Northbrook 40% of revenues No policy  

Northfield 6 months of operating 
expenses – (50%) No policy  

Schaumburg 40% of the subsequent year’s 
budget for expenses 

10% of subsequent year’s 
budget for operating and 
nonoperating expenses, plus 
a prorated amount of the next 
interest and principal 
payments on outstanding 
debt 

Motor Fuel – 15% 
of subsequent 
year’s expense 
budget 

Winnetka 6 months of operating 
expenses – (50%) 

4 months of operating 
expenses – (33%) 

Debt Service – Not 
to exceed future 
P&I payments 
Special Revenue – 
Minimum 50% of 
annual revenues 

 
Summary 
The information above is meant for informational purposes and consideration in review 
and potential modification to the Village’s current reserve policies. As noted above, staff 
will present a modified reserve policy at the Committee’s next meeting which may include: 

• Confirmation of Reserve Levels – Determine the appropriate percentage for each fund; 
this can include the confirmation of the Village’s goal to maintain a 30% General Fund 
reserve to maintain the Village Aaa bond rating.  

• Develop a Streamlined Policy Document - Review the funds included in the policy, 
review the goals of the reserves, and review what reserves can be utilized for.  

• Clarify Reserve Calculation –Determine if reserves are calculated as percent of 
expenditures or revenues; and determine which expenditure/revenues are included in 



calculation (transfers/capital/debt). This can include a discussion on the delineation of the 
stormwater utility fee reserve from the overall Sewer Fund.  

• Budget Reserve Replenishment Plan – If the reserve levels fall below the thresholds 
established by the policy, determine the process to notify the Village Board, determine the 
plan to return the reserve to the benchmark level; and determine the timeframe to 
replenish the funds.    

• Budget Reserve Drawdown Plan – If the reserve levels are in excess of the thresholds 
established by the policy, determine the process to drawdown those funds, determine 
what the funds may be utilized for; determine the timeframe to drawdown funds. 

 
Attachments 

1. May 2019 Finance Committee Agenda Item – Budget Reserve Policy Revision 
2. 2015 Finance Committee Meeting Summaries 
3. Village of Wilmette Budget Reserve Policy 
4. Credit Rating Information – Moody’s Investor Services 
5. PMA Rating Downgrade Analysis 
6. Comparable Community Reserve Policies 

 
 

 
 



 
 

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. 
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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. 

 
 



BOARDS, COMMISSIONS, AND COMMITTEE MEETING SUMMARY FORM 

This summary is provided as a convenience to the Village Board and staff.  This is not an official record 

of proceedings of any Village of Wilmette Board, Commission or Committee.   

 

BOARD/COMMISSION/COMMITTEE:  Finance Committee 

DATE OF MEETING:  March 27, 2015 
 
NAMES OF MEMBERS, STAFF AND GUESTS PRESENT: 
 
Members:  Chair Carol Ducommun,  Trustee Cameron Krueger, Trustee Ted McKenna 
 
Staff:  Tim Frenzer, Village Manager; Melinda Molloy, Finance Director; Mike Braiman, Assistant 
Village Manager; John Prejzner, Assistant to the Village Manager 
 
 
Agenda Item –  Minutes of the 2/5/15 Meeting – Approved 3-0 
 
 
Agenda Item – Discuss Impact of Proposed Changes in State of Illinois Revenue Distributions 
 
Staff provided an update on the State of Illinois’ budget and the possibility of a reduction of the 
Village’s share of the Local Government Distributive Fund (LGDF). Staff stated that while the 
close of out of the current year’s budget did not include any reduction to the LGDF, next year’s 
budget (beginning July 1) may still reduce the Village’s share. Staff provided several revenue 
options. The Committee entered into executive session to discuss personnel staffing. The 
consensus of the Committee was to wait to make any decisions on new revenues or expenditure 
reductions until the impact of any potential LGDF cuts is known.  

 
 
Agenda Item – Discuss revisions to the Village’s Budget Reserve Policy 
 
At the last Finance Committee meeting, the Committee requested that staff review the Budget 
Reserve Policy and provide any possible changes. Staff proposed three options for the Committee 
to consider: (1) increase the minimum recommended reserve; (2) create a capital equipment 
replacement fund where excess reserves would be allocated; or (3) take no action and re-evaluate 
once the impact of the State of Illinois revenue reductions are fully known. The Committee 
reached a consensus to select option 3 at the moment with a desire to ultimately implement option 
2.  
 
Other Business 
 
The Committee discussed the new pension actuary, the status of the payment for the final 
Sheridan Road invoice, and the status of the Kenilworth Water Sales agreement.  
 
 
DATE & TIME OF NEXT MEETING:  TBD 
 
PERSON PREPARING SUMMARY:  John Prejzner, Assistant to the Village Manager 



BOARDS, COMMISSIONS, AND COMMITTEE MEETING SUMMARY FORM 

This summary is provided as a convenience to the Village Board and staff.  This is not an official record 

of proceedings of any Village of Wilmette Board, Commission or Committee.   

BOARD/COMMISSION/COMMITTEE:  Finance Committee 

DATE OF MEETING:  September 1, 2015 
 
NAMES OF MEMBERS, STAFF AND GUESTS PRESENT: 
 
Members:  Chair Carol Ducommun,  Trustee Ted McKenna, Trustee Dan Sullivan  
 
Staff:  Melinda Molloy, Finance Director; Mike Braiman, Assistant Village Manager; John Prejzner, 
Assistant to the Village Manager 
 
 
Agenda Item –  Minutes of the 6/18/15 Meeting – Approved 3-0 
 
 
Agenda Item – Discuss the 2016 Fee Schedule 
 
The Committee reviewed a number of staff recommendations concerning fee adjustments and is 
recommending to the full Village Board changes as outlined below. The proposed fees will be 
incorporated into the Proposed 2016 Budget. 
 
Pavement Degradation Fee 
Pavement degradation fees were last reviewed in 2007. The Committee recommends increasing 
the fees to more accurately reflect 2015 construction costs. 
 
Building Permit Fees 
The Committee elected to hold the base building permit fee flat for the second consecutive year. 
 
There are two fees recommended for adjustment: 
 

• Demolition Permits: Increase from $2,256 to $4,500 
• Contractor Licenses: Increase from $75 to $80 

 
Water Meter Fees 
The Committee is recommending a fixed water meter fee to be assessed to all water customers to 
offset the cost of meter replacement; revenue will help fund an accelerated meter replacement 
program to replace all meters 15 years or older in the next 5 years and maintain a 15-year 
replacement cycle thereafter. 
 
Residential Water Rate 
The Committee reviewed a draft water rate policy statement that identifies specific goals in the 
Water Fund. The Committee recommends a 5% increase in the domestic water rate for 2016 to 
move toward the policy’s goals. 
 
 
 



BOARDS, COMMISSIONS, AND COMMITTEE MEETING SUMMARY FORM 

This summary is provided as a convenience to the Village Board and staff.  This is not an official record 

of proceedings of any Village of Wilmette Board, Commission or Committee.   

 

 
Solid Waste Collection Fee 
Due to the savings from the renegotiated refuse contract, there will be no change to the solid waste 
collection fee in 2016. This is a departure from current policy in that the fee for service will now 
cover 99% of the program cost.  
 
 
Agenda Item – Discuss the Auditor RFP Responses 
 
The Committee briefly discussed the two RFP responses for auditor and directed Finance Director 
Molloy to meet with the parties as appropriate.  
 
 
Agenda Item – Discuss Amendments to the Budget Reserve Policy 
 
The Committee continued its discussion of amending the budget reserve policy and 
recommended the creation of a Capital Equipment Replacement Fund (CERF) that would be 
funded by excess reserves and non-recurring revenues when the minimum General Fund 
reserve level is met. The policy will be brought to the full Village Board as part of the 2016 
Budget. 
 
 
DATE & TIME OF NEXT MEETING:  TBD 
 
PERSON PREPARING SUMMARY:  Michael Braiman, Assistant Village Manager 



 

2021 Budget VILLAGE OF WILMETTE  

Financial Policies  
 

Budget Reserve Policy 
Amended and adopted by the Village Board on November 26, 2019  
 
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 
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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. 
 
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, to the public safety 
pension funds or as otherwise determined by the Village Board. 
 
Budget 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. 
 



 

2021 Budget VILLAGE OF WILMETTE  

Financial Policies  
 

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 months’ 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 which should be in line with a 15- year rolling actuarial 
amortization requirement. The remaining Parking Meter Funds 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. 



 
 
Date:  September 15, 2020 
 
To:     Michael Braiman, Village Manager 
 
From:  Melinda Molloy, Finance Director 
     
Subject:  Moody’s Reaffirms Wilmette’s Aaa Rating for 2020B Bonds 
 
Moody’s Investor Service has reaffirmed the Village as Aaa (their highest rating) with a 
Stable outlook   
 
On September 4th, the Village conducted a call with Moody’s to obtain a rating for the 
upcoming bond issuance.  The topics covered in this call were paired down from the longer 
discussion we just had in June.  In general, we reviewed capital planning and future debt 
issuances; local economy and tax base changes; 2020 financial performance with an 
emphasis on the potential impact of COVID-19; and thoughts on the 2021 budget.   Moody’s 
was appreciative of the thoroughness and responsiveness of staff and the level of detail we 
were able to provide in terms of the potential impact of the pandemic on the Village’s 
reserves. 
 
The rating rationale highlights the Village’s strong socioeconomic profile, home rule 
authority, sound financial operations and healthy fund balance as credit strengths.   Factors 
cited that could lead to a downgrade are further growth in pension or debt burdens and 
reduction in liquidity or reserves.   
 
The proceeds from the 2020B Bonds, $18.75 million, will be used to refund the 
outstanding General Obligation Bonds, Series 2010.  As a matter of course, Staff reviews 
outstanding bond issuances for refunding opportunities that would result in debt service 
savings.  The Village’s proposed refunding bonds have a final maturity in approximately 
six years (2026) and are, therefore, much shorter in length than the 30-year financing 
completed in June. Our Financial Advisor, PMA, expects an excellent bond sale that will 
provide notable savings to the Village.  Current projections from PMA show approximately 
$1.4 million of savings occurring mainly in years 2022 – 2026.  The Preliminary Official 
Statement can be found at the following site  
https://files.pmanetwork.com/files/download.aspx?file=Wilmette_G
O_Refunding_Bonds_2020B_POS.pdf 
 
A copy of the Press Release and Credit Opinion issued by Moody’s is attached. 

https://protect-us.mimecast.com/s/P226C68MDOtMJW0SpxQlx
https://protect-us.mimecast.com/s/P226C68MDOtMJW0SpxQlx


Rating Action: Moody's assigns Aaa to Wilmette, IL's GO bonds

15 Sep 2020
New York, September 15, 2020 -- Moody's Investors Service assigns a Aaa rating to the Village of Wilmette,
IL's $17 million General Obligation Refunding Bonds, Series 2020B. Moody's maintains a Aaa rating on the
village's outstanding general obligation unlimited tax (GOULT) debt. Following the sale, the village will have
$92 million of GOULT debt outstanding. The outlook is stable.

RATINGS RATIONALE

The Aaa GOULT rating is supported by the village's very high resident incomes and broad revenue raising
flexibility given its status as a home rule unit of local government. Financial operations are sound and
operating fund balance and liquidity are expected to remain healthy as revenue loss from the response to the
coronavirus outbreak is not significant and will partially be offset by cost saving measures. The rating also
considers the village's elevated long-term leverage that is driven primarily by very high unfunded pension
benefits.

We regard the coronavirus outbreak as a social risk under our ESG framework, given the substantial
implications for public health and safety. The coronavirus crisis is not a key driver for this rating action. We do
not see any material immediate credit risks for Wilmette, IL. However, the situation surrounding coronavirus is
rapidly evolving and the longer term impact will depend on both the severity and duration of the crisis. If our
view of the credit quality of Wilmette, IL changes, we will update the rating and/or outlook at that time.

RATING OUTLOOK

The stable outlook reflects the expectation that the village's financial position will remain sound given strong
budgetary management and that pressure from growing pension contributions will be modest given the
village's affluent tax base and ability to raise local revenue to support higher pension contributions.

FACTORS THAT COULD LEAD TO AN UPGRADE OF THE RATING

- Not applicable

FACTORS THAT COULD LEAD TO A DOWNGRADE OF THE RATING

- Further growth in pension or debt burdens

- Reduction in operating reserves or available liquidity

LEGAL SECURITY

The village's outstanding GOULT bonds, including the Series 2020B Bonds, are secured by the village's full
faith and credit pledge to levy ad valorem taxes unlimited as to rate and amount.

USE OF PROCEEDS

The Series 2020B bonds will refund a portion of the village's outstanding General Obligation Bonds, Series
2010 for interest costs savings.

PROFILE

Wilmette is located in Cook County (A2 stable) approximately 16 miles north of downtown Chicago (Ba1
stable). The village provides public safety (police and fire), water service (supply, treatment and distribution),
sewer service (distribution only) and general governmental services to approximately 27,000 residents.

METHODOLOGY

The principal methodology used in this rating was US Local Government General Obligation Debt published in
July 2020 and available at https://www.moodys.com/researchdocumentcontentpage.aspx?

https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1230443


docid=PBM_1230443. Alternatively, please see the Rating Methodologies page on www.moodys.com for a
copy of this methodology.

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections
Methodology Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's Rating Symbols and
Definitions can be found at: https://www.moodys.com/researchdocumentcontentpage.aspx?
docid=PBC_79004.

For ratings issued on a program, series, category/class of debt or security this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series,
category/class of debt, security or pursuant to a program for which the ratings are derived exclusively from
existing ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.

Moody's general principles for assessing environmental, social and governance (ESG) risks in our credit
analysis can be found at https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1133569.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.

Daniel Simpson
Lead Analyst
Regional PFG Chicago
Moody's Investors Service, Inc.
100 N Riverside Plaza
Suite 2220
Chicago 60606
US
JOURNALISTS: 1 212 553 0376
Client Service: 1 212 553 1653

Eric Harper
Additional Contact
Regional PFG Chicago
JOURNALISTS: 1 212 553 0376
Client Service: 1 212 553 1653

Releasing Office:
Moody's Investors Service, Inc.
250 Greenwich Street
New York, NY 10007
U.S.A
JOURNALISTS: 1 212 553 0376
Client Service: 1 212 553 1653

https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1133569
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_79004
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Wilmette (Village of) IL
Update to credit analysis

Summary
Wilmette, IL's (Aaa stable) credit profile benefits from very high resident incomes that far
exceed the median for the rating category and broad legal flexibility to raise local taxes and
fees to address rising expenditure pressures given its status as a home rule local government.
The village is a mature Chicago (Ba1 stable) suburb. Financial operations are sound and fund
balance and liquidity are expected to remain healthy. The village's main credit challenge is its
above average pension burden.

We regard the coronavirus outbreak as a social risk under our ESG framework, given the
substantial implications for public health and safety. We do not see any material immediate
credit risks for Wilmette. However, the situation surrounding coronavirus is rapidly evolving
and the longer term impact will depend on both the severity and duration of the crisis. If our
view of the credit quality of Wilmette changes, we will update our opinion at that time.

Credit strengths

» Very affluent suburban community with economic ties to Chicago metro area

» Significant legal authority to raise local revenue as a home-rule village

» Healthy operating reserves relative to budget

Credit challenges

» Very high pension burden

» Exposure to economically sensitive sales and income taxes

Rating outlook
The stable outlook reflects the expectation that the village’s financial position will remain
sound given strong budgetary management and that pressure from growing pension
contributions will be modest given the village’s affluent tax base and ability to raise local
revenue to support high pension contributions.

Factors that could lead to an upgrade

» Not applicable

Factors that could lead to a downgrade

» Further growth in pension or debt burdens

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1245389
https://www.moodys.com/credit-ratings/Wilmette-Village-of-IL-credit-rating-600024460
https://www.moodys.com/credit-ratings/Chicago-City-of-IL-credit-rating-171610
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» Reduction in operating reserves or available liquidity

Key indicators

Exhibit 1

Wilmette (Village of) IL 2015 2016 2017 2018 2019

Economy/Tax Base

Total Full Value ($000) $4,757,760 $4,629,099 $5,777,151 $5,894,345 $5,713,073 

Population              27,420              27,367              27,393              27,419              27,419 

Full Value Per Capita $173,514 $169,149 $210,899 $214,973 $208,362 

Median Family Income (% of US Median) 241.1% 257.9% 258.3% 258.0% 258.0%

Finances

Operating Revenue ($000) $40,828 $42,202 $42,315 $44,094 $44,921 

Fund Balance ($000) $10,503 $13,217 $14,993 $16,998 $19,038 

Cash Balance ($000) $9,181 $11,797 $14,205 $15,499 $11,659 

Fund Balance as a % of Revenues 25.7% 31.3% 35.4% 38.6% 42.4%

Cash Balance as a % of Revenues 22.5% 28.0% 33.6% 35.2% 26.0%

Debt/Pensions

Net Direct Debt ($000) $31,083 $28,685 $31,233 $28,490 $25,698 

3-Year Average of Moody's ANPL ($000) $121,984 $141,896 $153,168 $162,996 $179,615 

Net Direct Debt / Full Value (%) 0.7% 0.6% 0.5% 0.5% 0.4%

Net Direct Debt / Operating Revenues (x) 0.8x 0.7x 0.7x 0.6x 0.6x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) 2.6% 3.1% 2.7% 2.8% 3.1%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) 3.0x 3.4x 3.6x 3.7x 4.0x

Current total full value is $6.3 billion. Operating revenue includes the village's general, debt service and motor fuel tax funds.
Source: US Census Bureau, Moody's Investors Service, audited financial statements

Profile
Wilmette is located in Cook County (A2 stable) approximately 16 miles north of downtown Chicago (Ba1 stable). The village provides
public safety (police and fire), water service (supply, treatment and distribution), sewer service (distribution only) and general
governmental services to approximately 27,000 residents.

Detailed credit considerations
Economy and tax base: affluent Chicago suburban tax base
The coronavirus is driving an unprecedented economic slowdown. We currently forecast US GDP to decline significantly during 2020
with a gradual recovery commencing toward the end of the year. Local governments with the highest exposure to tourism, hospitality,
healthcare, retail and oil and gas could suffer particularly severe impacts. Wilmette is a mature residential suburb of Chicago that is
not materially reliant on the aforementioned sectors. The village's unemployment is comparatively low at 8% as of July 2020, which is
below the national rate (11%) and Illinois's rate (11%).

Wilmette derives tax base and economic stability from its very strong socioeconomic profile. The village is very closely linked to the
diverse Chicago economy, with residents having direct transportation access to the Chicago's downtown and high income jobs via the
regional commuter rail. Median family income in the village is a very high 258% of the national figure and far exceeds the median of
183% for the Aaa rating category.

Wilmette's capacity to tap its local wealth for revenue is strong, given its unlimited authority to raise local property and sales taxes.
While tax base valuations are volatile in Cook County, fluctuations do not have an impact on the village's property tax receipts, given

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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the village sets its annual levy on a dollar basis and is not subject to any taxing limitations. The village's full valuation is currently $6.3
billion.

Financial operations and reserves: sound financial operations support healthy reserves
We expect the village's financial position will remain sound given moderate revenue loss from slowed economic activity, healthy
reserves, and strong budgetary management. The village's most recent revenue forecast plan is currently expecting revenue loss
from the response from the coronavirus outbreak to be approximately $2 million (6% of fiscal 2020 budgeted revenue). Cost saving
measures of approximately $400,000 have been identified and will offset a portion of the revenue loss but general fund reserves will
cover the remaining shortfall. Based on these figures, the cash basis general fund balance for fiscal 2020 (fiscal year ends 12/31) is
projected to end at approximately $12 million or a still sound 32% of budgeted operating expenses and above the village's fund balance
policy of 30% of operating expenditures.

In fiscal 2019, the village posted a $2 million general fund surplus from stronger than budgeted permit revenue, increasing available
general fund balance to $14 million, 36% of general fund revenue. Available operating fund balance stood at $14.7 million across the
village's major operating funds (general, debt service and motor tax fuel funds), or 35% of operating fund revenue at the close of fiscal
2019. Nearly all of this fund balance was in the general fund rather than the debt service fund, indicating a high degree of reserve
flexibility.

Wilmette's general fund revenues are relatively diverse as they include property taxes (30% of budgeted revenue), sales taxes (16%),
charges for services (9%) and state income tax distributions (9%). Consistent with a primary residential tax base, the village does
not have a significant dependence on any single business for sales tax receipts. The village does not have any car dealerships or large
retailers.

The village has two major enterprise funds to account for water and sewer service. Both funds posted operating surpluses and ended
fiscal 2019 with a solid financial position. In addition to serving village residents, the water system is a wholesale supplier of water
to the villages of Glenview (Aaa stable), Kenilworth (Aaa stable), and Golf. In fiscal 2020, the village will add North Main Utilities as
a wholesale customer, which is expected to generate additional net wholesale revenue of $1 million annually. The village annually
budgets a transfer of approximately $1 million from its water fund to its general fund to support governmental operations.

LIQUIDITY
The village closed fiscal 2019 with net cash and investments across its general, debt service, and motor fuel tax funds of $11.7 million,
or 26% of operating revenue. Across all governmental funds, the village reported net cash and investments of $13.6 million or 31% of
operating revenue.

The village's water and sewer funds each held $2.1 million, or 155 days and 437 days of O&M expenses, respectively, at the close of
fiscal 2019.

Debt, pension and OPEB: high pension burden; moderate debt burden heavily supported by enterprise funds
We expect the Wilmette debt burden will increase over the next few years as it plans to issue up to $40 million in GO bonds to finance
a stormwater utility. Inclusive of the Series 2020 bonds, the village has $92 million of GO bonds outstanding, but its water and sewer
enterprises are currently repaying $56 million of the outstanding GO bonds from annual net revenue. Net of the enterprise-supported
debt, the village's debt burden is low compared to full value (0.6% of full value) but more moderate when compared to operating
revenue (0.8x fiscal 2019 operating revenue). The village expects to issue up to $40 million in additional GO bonds over the next five
years to finance a stormwater utility to address flooding in certain areas of the village. The GO stormwater bonds will be supported by
a new stormwater fee on residential and nonresidential properties that will be included in the monthly utility service (water, sewer and
refuse) bills. Debt service expense totaled $3.7 million, or 8% of fiscal 2019 operating revenue.

The village's pension burden is high and represents a significant share of the village's leverage (See Exhibit 2). Moody's adjusted net
pension liability (ANPL), based on a 3.2% discount rate, was $180 million or a high 2.9% of full value and 4.0x fiscal 2019 operating
revenue. In comparison, the village's net pension liability, based on a 7.25% discount rate, was $57 million in fiscal 2019. The village's
total pension contribution was $6.1 million, or 14% of fiscal 2019 operating revenue.
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While the village's pension burden is high, it OPEB burden is modest. Moody's adjusted net OPEB liability (adjusted NOL), based on a
3.2% discount rate, totaled a modest $4.6 million as of fiscal 2019 or 0.1x fiscal 2019 operating revenue.

Fixed costs, inclusive of debt service, pension and OPEB contributions, totaled $9.9 million, consuming 22% of fiscal 2019 operating
revenue.

Exhibit 2

Pension burden is primary driver of balance sheet leverage
Exhibit 3

Pension contributions are the largest component of fixed costs

0%

100%

200%

300%

400%

500%

600%

2015 2016 2017 2018 2019

Debt Adj. NPL Adj. NOL*

*Adj. NOL not available pre-GASB 75
Source: Village's financial statements

-5%

0%

5%

10%

15%

20%

25%

30%

2015 2016 2017 2018 2019

Pension Tread Water Gap
Pension Contributions
OPEB Contributions
Debt Service
Fixed Cost Ratio

-5%

0%

5%

10%

15%

20%

25%

30%

2015 2016 2017 2018 2019

Pension Tread Water Gap
Pension Contributions
OPEB Contributions
Debt Service
Fixed Cost Ratio

-5%

0%

5%

10%

15%

20%

25%

30%

2015 2016 2017 2018 2019

Debt Service OPEB Contributions
Pension Contributions Pension Tread Water Gap
Fixed Cost Ratio

Source: Village's financial statements

DEBT STRUCTURE
All of the village's debt is fixed rate and an average 50% of post-sale principal is scheduled to be repaid within 10 years. The village's
outstanding GOULT is secured by the village's full faith and credit pledge and authorization to levy ad valorem taxes unlimited as to
rate and amount.

DEBT-RELATED DERIVATIVES
The village is not party to any debt-related derivative agreements.

PENSIONS AND OPEB
Village employees participate in one of two single-employer defined benefit pension plans (police and fire) or the Illinois Municipal
Retirement Fund (IMRF), a defined benefit, multi-employer agent plan. The public safety plans are the primary driver of the village's
pension burden accounting for nearly 80% of the village's ANPL. In fiscal 2019, the village contributed $5.1 million (11% of operating
fund revenue) in fiscal 2019, which was 90% of the amount that is sufficient to fully cover annual interest accruals on accumulated
unfunded liabilities. The tread water1 shortfall across both plans was $700,000 (1.5% of operating fund revenue), indicating a modest
structural gap. However, this gap is based on the plans' own actuarial assumptions, which include an annual investment return of
7.25%. The village recently updated its pension funding policy and shortened the amortization period of the police and fire plans'
unfunded liabilities to a rolling 15 year open amortization periods. The change will increase public safety pension contributions by $1.5
million over the next three years to $6.6 million by fiscal 2023, which is credit positive. The emergence of a larger structural budget or
growing pension burden because of weaker than planned pension contributions by the village, could lead to credit pressure.

ESG considerations
ENVIRONMENTAL
Environmental considerations have a limited impact on the village's credit profile. Data from Moody's affiliate Four Twenty Seven
indicate that Cook County has a relatively high exposure to heat stress compared to counties nationally. Rising temperatures could
affect the region's agriculture production over the long-term, but we expect near term challenges will be mitigated by the strength and
diversity of the local economy.
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SOCIAL
Social considerations are material to the village's credit profile. Resident incomes and wealth are very high. Median family income is
258% of the national figure and full value per capita is $228,079. The village's population has been stable as it is a mature Chicago
suburban community.

The coronavirus outbreak is a social risk under our ESG framework, given the substantial implications for public health and safety. The
village is working with local, state and federal partners to keep the community informed about the coronavirus. The village maintains
a website that informs residents of the latest news about the coronavirus outbreak. Illinois is currently in phase three of the governor’s
five-phase reopening plan. Though the plan divides the state into four regions, all moved into phase three on May 29.

GOVERNANCE
Wilmette benefits from prudent management practices and strong financial policies. Management recently updated its formal fund
policy that calls for a minimum fund balance of 30% of operating expenditures, a level it currently exceeds, and added that any
excess to be directed toward infrastructure improvements or public safety pension plans. The village also maintains a 5-year capital
improvement plans and has completed a cybersecurity risk assessment and provides cybersecurity awareness training to employees.

Illinois cities have an Institutional Framework score of “A,” which is moderate. Revenue-raising ability is moderate overall but varies
considerably. Non-home rule entities are subject to tax rate limitations. In addition, total operating tax yield for entities subject to the
Property Extension Limitation Law (PTELL) is capped to the lesser of 5% or CPI growth, plus new construction. Home rule entities have
much greater legal flexibility than the rest of the sector with substantial revenue-raising authority. Revenue predictability is moderate,
with varying dependence on property, sales and state-distributed income taxes. Expenditures are moderately predictable but cities have
limited ability to reduce them given strong public sector unions and pension benefits that enjoy strong constitutional protections. Fixed
costs are driven mainly by debt service and employer pension contributions. For single employer public safety plans, the State of Illinois
requires most entities to make annual pension contributions that cover current benefit accruals, plus an amount designed to achieve a
90% funded ratio by 2040.
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Rating methodology and scorecard factors
The US Local Government General Obligation Debt methodology includes a scorecard, a tool providing a composite score of a local
government’s credit profile based on the weighted factors we consider most important, universal and measurable, as well as possible
notching factors dependent on individual credit strengths and weaknesses. Its purpose is not to determine the final rating, but rather to
provide a standard platform from which to analyze and compare local government credits.

Rating Factors Measure Score

Economy/Tax Base (30%) [1]

Tax Base Size: Full Value (in 000s) $6,253,693 Aa

Full Value Per Capita $228,079 Aaa

Median Family Income (% of US Median) 258.0% Aaa

Finances (30%)

Fund Balance as a % of Revenues 42.4% Aaa

5-Year Dollar Change in Fund Balance as % of Revenues 21.3% Aa

Cash Balance as a % of Revenues 26.0% Aaa

5-Year Dollar Change in Cash Balance as % of Revenues 16.0% Aa

Management (20%)

Institutional Framework A A

Operating History: 5-Year Average of Operating Revenues / Operating Expenditures (x) 1.1x Aaa

Notching Factors:[2]

Other Analyst Adjustment to Management Factor (specify): home rule Up

Debt and Pensions (20%)

Net Direct Debt / Full Value (%) 0.6% Aaa

Net Direct Debt / Operating Revenues (x) 0.8x A

3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%) 2.9% A

3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x) 4.0x Baa

Scorecard-Indicated Outcome Aa1

Assigned Rating Aaa

[1] Economy measures are based on data from the most recent year available.
[2] Notching Factors are specifically defined in the US Local Government General Obligation Debt methodology.
[3] Standardized adjustments are outlined in the GO Methodology Scorecard Inputs publication.
Source: US Census Bureau, Moody's Investors Service

Endnotes
1 Our “tread water” indicator measures the annual government contribution required to prevent reported net pension liabilities from growing, based

on reported assumptions. An annual government contribution that treads water equals the sum of employer service cost and interest on the reported
net pension liability at the start of the fiscal year. A pension plan that receives an employer contribution equal to tread water will end the year with an
unchanged net pension liability relative to the beginning of the year if all plan assumptions hold. Net liabilities may decrease or increase in a given year
because of factors other than the contribution amount, such as an investment performance that exceeds or falls short of a plan's assumed rate of return.
Still higher contributions will always reduce unfunded liabilities faster, or will allow unfunded liabilities to grow more slowly than lower contributions. The
degree to which contributions fall below the “tread water” indicator can help quantify a structural operating imbalance stemming from pensions, even
under reported assumptions. A contribution below the “tread water” level in effect suppresses expenditures by leaving an implied interest on net pension
liabilities unpaid, akin to borrowing at the assumed rate of return for operations.
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Village of Wilmette
Summary of Rating Downgrade Impact on 2020A Financing

Preliminary, Subject to Change

Actual Results

(from 06/24/2020)

Estimated Results

Assuming Aa2 (1)

Estimated Results

Assuming A2 (2)

 Level Annual Debt 
Service 

 Level Annual Debt 
Service 

 Level Annual Debt 
Service 

Par Amount............................................................................................. 30,025,000$                     $29,705,000 $30,290,000
Premium................................................................................................. 1,441,466                         1,778,127                         1,211,488                         
Total Proceeds....................................................................................... 31,466,466                       31,483,127                       31,501,488                       

Total Interest Paid.................................................................................. 13,317,551                       17,241,211                       18,760,869                       
Change in Total Interest Paid from Rating Downgrade.......................... N/A 3,923,660                         5,443,318                         

Total Debt Service Paid.......................................................................... 43,342,551                       46,946,211                       49,050,869                       
Change in Total Debt Service Paid from Rating Downgrade................. N/A 3,603,660                         5,708,318                         

Average Annual Debt Service (3)........................................................... 1,430,291                         1,556,817                         1,627,536                         
Change in Average Annual Debt Service from Rating Downgrade....... N/A 126,526                            197,244                            

Actual/Estimated TIC (4) (5)................................................................... 2.318% 2.876% 3.209%
Change in TIC from Rating Downgrade................................................. N/A 0.559% 0.891%

__________
(1) A rating of Aa2 is two notches below the Village's current rating of Aaa. The Aa2 rating is the middle rating of the double-A category.
(2) A rating of A2 is five notches below the Village's current rating of Aaa. The A2 rating is the middle rating of the single-A category.

(5) True Interest Cost (TIC) is the semiannual discount rate which equates the principal and interest payments to the purchase price paid by the purchaser.

(3) Average annual debt service only takes into account maturities 2025-2049 as the debt service fluctuates in years 2020-2024 to accommodate existing debt service 
payments.
(4) Rates used in Estimated Results based upon the "AAA" MMD index for June 24, 2020, and include additional credit spreads based on actual comparable transactions 
available at the time of the analysis.

As of December 1, 2020 Prepared by PMA Securities, Inc. 12/02/20
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Fund Balance and Reserve Policy 
 
Definitions 
Fund Balance – the difference between assets and liabilities in a Governmental Fund. 
 
Nonspendable Fund Balance – the portion of a Governmental Fund’s net assets that are not available to be spent , 
either short tern or long term, in either form or through legal restrictions. 
 
Restricted Fund Balance – the portion of a Government Fund’s net assets that are subject to external enforceable 
legal restrictions. 
 
Committed Fund Balance – the portion of a Governmental Fund’s net assets with self-imposed constraints or 
limitations that have been placed by formal action at the highest level of decision-making. 
 
Assigned Fund Balance – the portion of a Governmental Fund’s net assets to denote an intended use of resources. 
Unassigned Fund Balance – available expendable financial resources in a Governmental Fund that are not the object 
of tentative management plan (i.e. designations).  (Only in the General Fund, unless negative) 
 
Note: In Non-Governmental Funds, management may decide to “assign” funds for a specific purpose.  This will be 
done as an internal budgeting procedure rather than as a formal accounting entry, creating a fund automatically 
assigns fund balance. 
 
Fund Policy 

A. It is the policy of the Village of Buffalo Grove to maintain Committed Fund Balance in the General Fund to 
fund operations for a period of at least three months.  The committed amount in the General Fund is 
adjusted annually with the adoption of the annual budget and is calculated as three months (25 percent) of 
General Fund expenditures (excluding transfers to fund capital projects and pensions).  During the 
development of the subsequent year’s annual budget, should the Committed Fund Balance be expected to 
fall below the 25 percent target notification will be given to the Village’s Finance Committee.  While 
identified uses of Fund Balance may be proposed that could continue the trend below 25%, such uses will 
be disclosed and approved by the Committee.   

B. The annual budget (appropriation) will include a contribution to (or drawdown from) the Committed Fund 
Balance to assure compliance with this policy.  The levels of other required restrictions, commitments, and 
assignments will fluctuate depending on activity. 

C. Unassigned Fund Balance shall be reviewed annually and, where appropriate, a determination will be made 
as to how much of the unassigned fund balance will be transferred to the Reserves for Capital Replacement.  
Although the policy minimum is 25 percent for Committed Fund Balance, 30 percent is considered the 
preferred balance and any unassigned balances exceeding 30 percent will be considered for transfer. 

D. This policy may be amended from time to time according to the requests of the Village of Buffalo Grove 
President and Board of Trustees. 

E. The Village will spend the most restricted dollars before less restricted, in the following order; 
a. Nonspendable Fund Balance (if funds become spendable) 
b. Restricted Fund Balance 
c. Committed Fund Balance 
d. Assigned Fund Balance 
e. Unassigned Fund Balance 

F. The Finance Director will determine if a portion of fund balance should be assigned. 
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APPENDIX C 
 

 SUMMARY OF SIGNIFICANT FINANCIAL, ACCOUNTING AND BUDGETING POLICIES 
 
The accounting policies of the Village of Deerfield, Illinois, conform to Generally Accepted Accounting Principles as 
applicable to governments.  The following is a summary of the significant policies. 
 
Reporting Entity and Its Services 
 
The Village of Deerfield, Illinois, was incorporated April 14, 1903.  The Village operates under a Council/Manager form of 
government and provides the following services as authorized by its charter:  public safety (police), highways and 
streets, water supply, sanitation, public improvements, community development and general administrative services. 

Accounting, Auditing and Financial Reporting Policies 
 

 An independent audit will be performed annually. 
 The Village will produce annual financial reports in accordance with Generally Accepted Accounting            

Principles (GAAP) as outlined by the Governmental Accounting Standards Board. 
 The Finance Department will report to the Mayor and Board of Trustees and to the departments on a          

monthly basis the amount of funds expensed or expended for the month and year-to-date vs. budget         
and projected. 

 The Finance Department will also report on an ad hoc basis on any other financial items that will                 
affect the Village's financial picture.   

 
Fund Presentation  
 
The accounts of the Village are organized on the basis of funds, each of which is considered a separate accounting 
entity.  The operations of each fund are accounted for with a separate set of self-balancing accounts that comprise its 
assets, liabilities, fund equity, revenues, and expenditures, or expenses, as appropriate.  Government resources are 
allocated to and accounted for in individual funds based upon the purposes for which they are to be spent and the 
means by which spending activities are controlled. 
 
 Governmental Funds.  The Village has the following governmental-type funds: 
 

 General Fund – The General Fund is the general operating fund of the Village.  It is used to account for all 
financial resources except those required to be accounted for in another fund. Accounts for the operations of 
the Finance, Administration, Engineering, Community Development, Police and Street Departments. 

 Motor Fuel Tax Fund – Special Revenue Fund that accounts for activity funded by the state share of tax on 
the use of motor fuels. 

 Enhanced 911 Fund – Special Revenue Fund that accounts for the operation of the E911 emergency 
response system and is funded by a per line charge on land-based and cellular phones. 

 Tax Increment Financing District – A fund to provide for the redevelopment plans funded by incremental 
property tax. (Note: the last Village district was terminated on December 31, 2008 and historical information 
is presented in this budget). 

 Infrastructure Replacement Fund – Capital Project Fund established in 1989 for the purpose of 
maintaining, repairing and renovating the capital assets of the Village. All long term capital projects are now 
funded in this fund, including those of the Water and Sewer Funds. 

 Debt Service Fund – Debt Service Funds are used to account for the accumulation of resources for, and the 
payment of, general long-term debt principal, interest, and related costs.  The Debt Service Fund has been 
treated as a single fund and budgeted in a like manner by the Village.  The individual issues are accounted for 
separately within this fund. 

 
Proprietary (Enterprise) Funds   Enterprise Funds are used to account for operations (a) that are financed and 
operated in a manner similar to private business enterprises, where the intent of the governing body is that the 
costs (expenses, including depreciation) of providing goods or services to the general public on a continuing 
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basis be financed or recovered primarily through user charges; or (b) where the governing body has decided 
that periodic determination of revenues earned, expenses incurred, and/or net income is appropriate for capital 
maintenance, public policy, management control, accountability, or other purposes. The Village has the 
following proprietary funds: 

 
 Water Fund – Accounts for all activity relative to the acceptance, storage and delivery of water to the 

residents. 
 Sewer Fund – Accounts for all activity relative to the operation of the sanitary sewer system, including the 

transportation of sewerage to the Village owned and operated sewerage treatment plant. 
 Refuse Fund – The Village contracts with a private firm to collect and dispose of residential solid waste, 

residential recyclable materials and landscape waste. This fund provides for the revenues and expenses of 
this operation. 

 Commuter Parking Lot Fund – Provides for the activity necessary to operate and maintain the various 
commuter-parking facilities within the Village, including the commuter train station. 

                                  
Internal Service Funds  - Internal Service Funds are used to account for the financing of goods or services 
provided by one department or agency to other departments or agencies of the Village, or to other 
governments, on a cost-reimbursement basis.  The Village has the following internal service fund: 
 

 Garage Fund – Provides for the maintenance of Village-owned vehicles through operation of a vehicle 
maintenance facility in the public works complex.  All operating departments are charged for work on their 
vehicles.  

 Vehicle and Equipment Replacement Fund – Established to account for the funds set aside annually for 
the replacement of certain vehicles and other equipment. The Village charges operating departments for 
equipment and motor vehicles based on the current replacement cost and estimated years of usage.  These 
funds are accumulated in the Vehicle and Equipment Replacement Fund until the equipment or motor 
vehicles are purchased. 

 
Trust and Agency Funds - Trust and Agency Funds are used to account for assets held by the Village in a 
trustee capacity or as an agent for individuals, private organizations, other governments, and/or other funds.  
These include Pension Trust and Agency Funds.  Pension Trust Funds are accounted for in essentially the 
same manner as proprietary funds since capital maintenance is critical.  Agency Funds are custodial in nature 
(assets equal liabilities) and do not involve measurement of results of operations.  The Village has the following 
Agency and Trust funds: 
 

 Deposit Fund – To account for funds on deposit with the Village that are being held on a temporary basis. 
 

 Police Pension Fund – As established by state statute, provides for the pension and disability benefits of 
sworn Village police officers, and is funded by employee and employer contributions, and investment income 
of the fund.  Independently administered by a board of trustees as established in the state pension code. 

 
Deerfield Public Library - The Deerfield Public Library has a separately elected seven-member board that 
annually determines its budget and resulting tax levy.  Upon approval of the Village Board, the levy is submitted 
to the County.  All debt of the Library is secured by the full faith and credit of the Village, which is wholly liable 
for the debt.  The Library, while servicing the same general population of the Village, does not provide services 
entirely to the Village. 

 
Basis of Accounting 
 
Basis of accounting refers to when revenues and expenditures or expenses are recognized in the accounts and reported 
in the annual budget. 
 
All Governmental Funds (General Fund, Special Revenue Funds, and Capital Project Funds) are accounted for using 
the modified accrual basis of accounting.  Their revenues are recognized when they become measurable and available 
as net current assets.  The Village's share of State-assessed income taxes, gross receipts, and sales taxes are 

108



considered "measurable" when in the hands of intermediary collecting governments and are recognized as revenue at 
that time.  Anticipated refunds of such taxes are recorded as liabilities and reductions of revenue when they are 
measurable and their validity seems certain.  Expenditures are generally recognized under the modified accrual basis of 
accounting when the related fund liability is incurred. 
 
Agency Fund assets and liabilities are accounted for on the modified accrual basis. 
 
All Proprietary Funds and Pension Trust Funds (Enterprise, Internal Service, and Police Pension) are accounted for 
using the accrual basis of accounting.  Their revenues are recognized when they are earned, and their expenses are 
recognized when they are incurred.  Unbilled Waterworks and Sewerage Fund utility service receivables are recorded at 
year-end. 
 
Budget Presentation Basis Exceptions 
 
Basis of accounting refers to when revenues and expenditures or expenses are recognized in the accounts and 
reported in the annual budget. The Comprehensive Annual Financial Report (CAFR) shows the status of the Village’s 
finances on the basis of generally accepted accounting principles (GAAP). In most cases the budget preparation 
conforms to GAAP using the modified accrual basis of accounting for Governmental Funds and the accrual basis of 
accounting for Proprietary Funds.  The following lists exceptions from GAAP contained in the presentation of the 
budget: 
 

 The treatment of depreciation expenses, which are not shown in the budget, but the full purchase price of 
equipment and capital improvements are, while purchases of capital improvements are depreciated in the 
CAFR pursuant to GAAP (the Village’s capital asset threshold for accounting purposes is $25,000).  

 The Village has implemented the requirements for disclosing liabilities due to other post employment 
benefits (OPEB) required by GASB but will not, as of this point, be funding these costs nor showing the 
increase in the liability in the annual budget.  

 
Balanced Budget 
 
The Village considers the budget, at the fund level, to be balanced if the budgeted expenditures, plus expected reserve 
drawdown, are matched by budgeted new revenues and available beginning fund balances.  The accounting level of 
control is at the department level or, in the absence of such, at the fund level, and the departments are additionally 
responsible for maintaining expenditures within the major categories of the function level. 
 
Debt Policy  
 
The Village of Deerfield is a home rule municipality and, as such, has no statutory debt limitations.  If, however, the 
Village were a non-home rule municipality, according to Illinois statutes, its available debt limit would be as follows: 

   
1/1/20 

Equalized Assessed Valuation(2018)  $1,460,222,579 
Non-Home-Rule Debt Limit - 8.6%  125,579,142 
Amount of Debt Applicable to Limit  60,360,000 
Legal Debt Margin Available  65,219,142 

 
The outstanding debt issues are property tax backed but subject to abatement based on available reserves and 
federal government rebates. Although the amount of recent debt has been larger than normal, it was planned due to 
the requirements of the treatment plant project (total cost $32 million), Library remodeling and expanded 2015-2017 
capital improvement plan.    The Village's current bond rating is Aaa by Moody's, reaffirmed in May 2018. 
 
The Village's policies in the issuance of debt are: (1) to attempt to keep a relatively even debt service levy, allowing it 
to increase as new equalized assessed valuation is available and as capital needs arise.  The Village must reconcile 
the quest for a stable levy with the fact that delayed improvements or maintenance often has a higher true cost.  
Summarily, the goal to keep an even debt service levy must be balanced against the necessity of the project.  (2) The 
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Village will not issue long-term debt for short-term projects.  The life of the financing must not exceed the life of the 
project.  The use of long-term debt is subject to review and approval by the Board of Trustees. 
 
Capital Projects Funding 
 
The Village believes that ongoing maintenance of its infrastructure and equipment is of prime importance to reduce 
the risk of emergency repairs and avoid the cost increases of deferred maintenance.  To finance capital projects, the 
Village utilizes standard capital raising techniques such as General Obligation and Revenue Bond Issues, as well as 
pay-as-you-go practices when reasonable.  Two examples of the pay-as-you-go program are (A) the Vehicle and 
Equipment Replacement Fund and (B) the Infrastructure Replacement Fund.  The purpose of the Vehicle and 
Equipment Replacement Fund is to keep annual expenses in balance and stable while providing sufficient funds for 
the replacement of vehicles and major equipment items that cost in excess of $5,000.  The Vehicle and Equipment 
Replacement Fund is fully funded.  The Village also has established an Infrastructure Replacement Fund to provide 
funding for ongoing maintenance of the Village's infrastructure, primarily streets and underground improvements.   

Accounting, Auditing and Financial Reporting Policies 
 

1. An independent audit will be performed annually. 
2. The Village will produce annual financial reports in accordance with Generally Accepted Accounting            

Principles (GAAP) as outlined by the Governmental Accounting Standards Board. 
3. The Finance Department will report to the Mayor and Board of Trustees and to the departments on a          

monthly basis the amount of funds expensed or expended for the month and year-to-date vs. budget and 
projected. 

4. The Finance Department will also report on an ad hoc basis on any other financial items that will                 
affect the Village's financial picture.   

 
Investment Policies 
 
The Village maintains formal investment policies for the general corporate funds and the police pension fund.  In 
summary, the policies cite controlling state statutes and differ in the allowable investment types and duration 
objective.  The corporate funds are typically restricted to and invested in short term government and government 
agency issues, with duration of less than five years.  The pension fund’s focus is more long term and is allowed, 
within statutory limits, to invest in equities and longer-term bonds.  The investment policies are reviewed on a regular 
basis.  Investment reports are regularly presented to the governing bodies.  
 
Fixed Asset Policy 
 
Property, including equipment, represents a significant investment of tax revenue by the residents of the Village.  
Since the assets are durable goods used in providing services to the residents, it is essential that they be accounted 
for in the most efficient and practical manner possible.  Property assets of the Village are numbered for inventory 
control.  All property items valued at $500 or more shall be recorded in the inventory system.   

General Fixed Assets 
 
General fixed assets are those fixed assets of the Village that are not accounted for in an Enterprise, Trust, or Intra-
governmental Service Fund.  Fixed assets are those assets that possess the following attributes: 
 

1. A tangible nature; 
2. A useful life extending beyond the year of acquisition; and 
3. A significant value (greater than $25,000). 
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These assets shall be accounted for in the annual financial report of the Village. 

Property Assets 
 
Non-fixed asset property items are those items valued at greater than $500.  These items shall be recorded and 
controlled in the Village’s property control program and are the responsibility of the department in which they are 
located. 

Classification of Fixed Assets 
 
Fixed assets shall be classified by the following categories: land, buildings, improvements other than buildings, 
machinery and equipment, and construction in progress. 

Capitalization Policy 
 
The Village of Deerfield’s capitalization policy provides that all items that cost less than $25,000 shall be expensed 
rather than treated as a fixed asset.  This policy is established recognizing that items under this limit are not 
sufficiently material from an accounting basis to include them on the Village’s financial statements.  Sufficient control 
of all property with a value greater than $500 is maintained through the inventory control system. 

Procedures for Updating the Fixed Assets and Property Control Record 
 
The Finance Department is responsible for maintaining the fixed assets control system.  All property with a value 
greater than $500 shall be maintained in this system.  Any property with an original value of greater than $500 that is 
no longer useful to the Village shall be disposed in a manner consistent with state statute and shall be deleted from 
the control system record. 
 
Fund Balance Policy 
 
As a home rule municipality, the Village has substantial flexibility in the movement of assets between funds.  Other 
than those funds with certain legal restrictions, for instance, the Motor Fuel Tax, Deposit, and Police Pension, the 
Village Board may approve transfer of funds between any of the operating or capital project funds of the Village. In 
addition, the Village has varied sources of revenue that, except for property tax, is generated monthly and therefore is 
not subject to irregular receipt during the year.  
 
Therefore, the policy is to maintain a combined fund balance of not less than 40% of the annual budgeted recurring 
expenditures in the operating funds – General, Water, Sewer and Garage.  The minimum combined balance of 
unrestricted fund balance and net cash in these funds shall not fall below 30%.   
 
The remaining funds shall maintain a sufficient balance to achieve the budget on a yearly basis.  In April, 2012, the 
Board adopted a revised Fund Balance Policy that conforms to GASB 54.  The recommended and approved fund 
balance levels were not changed as part of this new policy. 
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FUND BALANCE POLICY 
 
An appropriate level of fund balance reserve is established for each of the Village’s major funds based on the 
projected stability and predictability of the underlying revenues and expenditures. Reserves are established to: 
 

1) Provide for temporary funding of unforeseen needs of an emergency or non-recurring nature; 
2) Permit continued operations in the event of unanticipated revenue shortfalls; 
3) Provide for unexpected increases in service delivery costs, or settlement of litigation or pending labor 

contract negotiations; and 
4) Allow for an expenditure related to a high priority, non-recurring infrastructure or capital-related 

improvement. 
 
The use of fund balance as a financing source is acceptable if the fund balance is determined to be in excess of 
the minimum fund balance targets, or in the case of an emergency. It is the policy of the Village to maintain an 
undesignated, unreserved fund balance in the General Fund that is the greater of either 15% of current 
operating expenditures or two months of operating expenditures, excluding capital, but no lower than 
$2,500,000.  
 
The minimum target for the Water Fund is the greater of 10% of current operating expenditures or two 
months of operating expenditures with no absolute dollar minimum. The fund balance of the Water Fund will 
be measured using unrestricted net assets as stated in the annual audit. The Village will maintain fund balance 
as the percentage that the unrestricted net asset balance represents 10% of the total operating expenditures 
of the Water Fund, including depreciation.  
 
The Village will maintain a minimum balance in the Debt Service Fund of 25% of the required December 
principal and interest payments or a minimum of $25,000.  
 
The Village will not require a minimum fund balance for the Motor Fuel Tax or Capital Projects Funds. Since 
the entire balance of these funds is designed to be expended on road programs, or major capital projects, and 
is often funded by General Obligation Bonds over the span of several years, the collective fund balance may be 
used entirely for these designated purposes. 
 
The use of fund balance in excess of minimum fund balance targets is allowable, and the Board annually 
reviews projections to determine how excess, or one-time revenues may be used (property tax abatement, 
capital projects and new special projects). It is critical that the use of excess resources be prioritized, 
particularly in a year in which excess resources may need to be earmarked for a specific use.   
 
For Stub Year 2020, any anticipated surplus funds generated from revenue shall be designated in a 
contingency account to fund operations during any time periods in which there could be a potential cash 
shortfall due to the timing of revenue receipts. For example, the budget has $1,016,655 budgeted in a 
contingency account to cover the cost of expenditures that will be incurred during January and February 2021, 
which is outside of the scope of the Stub Year but will require funding before property tax receipts are 
received in March 2021. 

STUB YEAR 2020  
MAJOR FINANCIAL POLICIES  
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Additionally, any surplus generated from one-time increases in building permit revenues will be designated to 
fund future capital projects. The Stub Year 2020 budget includes a $200,000 transfer from the General Fund 
into the Capital Projects Fund for revenues projected to be received from the proposed subdivision 
development at 1801 Green Bay Road.  
 
Similarly, when the Village migrated its emergency communications to the nationwide Starcom radio system, 
radios and equipment were purchased en masse to comply with State mandate. Due to the high value of the 
equipment, the Public Safety Department budgets a contingency of $17,000 each year for replacements. If 
these dollars are not expended, these funds are transferred into a restricted account that will reserve a 
portion of fund balance for future replacements. 
 
Lastly, planned use of fund reserves is specifically identified in the budget when it is anticipated in advance, so 
it is transparently displayed within the budget document. For example, in the Stub Year 2020 budget, 
$1,526,325 is budgeted as a planned use of fund reserves in the Capital Projects Fund, which is the remaining 
amount of bond proceeds that has been earmarked for the Tudor Court street and streetscape improvement 
project. 

 
 

BALANCED BUDGET POLICY 
 
It is the policy of the Village to adopt an annual budget that is balanced. The budget is adopted at the legal 
level of budgetary control, which is at the Fund level. The guiding principle of a budgetary policy is to achieve 
structural balance between revenues and expenditures to ensure that desired service levels are provided on a 
sustainable basis. The Village’s policy is to adopt a balanced annual operating budget to ensure that revenues 
match operating expenditures for the fiscal year. 
 
The use of fund balance as a financing source is acceptable if the fund balance is determined to be in excess of 
the minimum fund balance targets, or in the case of an emergency. Excess fund balance may be used to:  
 

1) Fund one-time capital projects, thereby avoiding debt;  
2) Abate annual debt service on outstanding obligations; or, 
3) Pay down outstanding obligations, such as costs related to outstanding pension liabilities or Other 

Post-Employment Benefits (OPEB).  
 
The Village maintains a budgetary control system in which individual departments are responsible for 
controlling expenditure levels within their respective budgets, which enables the municipality as a whole to 
adhere to the adopted budget. The Village also prepares monthly financial reports that are reviewed with the 
Finance Committee, which compare actual revenues and expenditures to budgeted amounts. 
 

PROPERTY TAXES 
 
Since the implementation of the Property Tax Extension Limitation Law (PTELL) in 1994, the Village has had a 
policy of levying property taxes at the maximum allowed under the law, which is the lesser of 5% or the 
change in the national Consumer Price Index for the year preceding the levy year. This policy allows the Village 
to protect its ability to levy taxes in an environment which the State legislators may impose a temporary 
property tax extension freeze. 
 
By not levying the amount allowable under PTELL, the Village, as a non-home rule unit of government, loses 
property tax extension permanently. It is unknown the exact impact of legislative action on property taxes. 
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VIII. Fund Balance  
 
I.  PURPOSE 
 
The Village of Glenview has created this fund balance policy to provide a reserve for the 
following funds (Corporate, Water, North Maine, Sewer, Municipal Equipment Repair Fund 
(MERF), Capital Equipment Replacement Fund (CERF), Facility Replacement and Repair Fund 
(FRRF), Insurance and Risk).  The Fund Balance Policy follows generally accepted accounting 
principles (GAAP) and has been developed to: 
 

• Ensure stable service delivery 
• Provide reserves to meet unanticipated nonemergency expenditures 
• Smooth the effects of annual changes in tax rates and/or structure 
• Provide sufficient cash flow for financial needs  
• Demonstrate financial stability and to preserve the Village’s bond rating. 

 
II. CORPORATE FUND BALANCE  
 
The Corporate Fund Balance will be maintained at 30%-40% of total expenditures.  Total 
expenditures include transfers out of the fund.       
 
III. UTILITY ENTERPRISE FUND BALANCE  
 
The fund balance of the Utility Enterprise Funds (Water, Sewer, and North Maine) includes 
fixed assets, capital, debt and cash.  The goal of the utility funds is to remain self-sufficient.  A 
reserve cash balance policy has been put into place to ensure positive cash flow for operations.  
This reserve balance is 30 days of operating expenditures, excluding capital and debt service.   
 
IV. MAINTENANCE EQUIPMENT REPAIR FUND (MERF) BALANCE  
 
The MERF Fund provides maintenance and repair services for vehicles and equipment 
throughout the year.  These services are billed to departments, which then fund MERF 
operations.  The MERF Fund Balance is to be managed to a zero cash balance.  In the event the 
fund experiences a variance from a zero balance, a plan is to be put into place to manage back 
to a zero balance.   
 
V. CAPITAL EQUIPMENT REPLACEMENT FUND (CERF) BALANCE  
 
The CERF Fund provides funding, through annual department contributions, for the 
replacement of capital assets.  The Fund Balance is to be maintained at 40% of the calculated 
accumulated reserves.   
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VI. FACILITY REPLACEMENT RESERVE FUND  
 
- Hold Section: Policy in development. 

 
VII. INSURANCE/RISK FUND BALANCE 
 
The Insurance/Risk Fund should be self-sufficient (expenses are covered by charges for 
service revenues) and routinely reviewed to incorporate new data.  The fund balance is 
targeted at a minimum level to cover 30-60 days of operating expenses plus an amount 
available for unanticipated claims. 
  





5. Conduct the annual detailed review of all Enterprise Fund charges, (i.e., water 
and sewer, golf) and recommend cost effective changes in line with operating 
expenses and capital needs. 

 
6. Routinely identify intergovernmental aid funding possibilities.  However, before 

applying for or accepting intergovernmental aid, the City will assess the merits of 
a particular program as if it were funded with local tax dollars.  Local tax dollars 
will not be used to make up for losses of intergovernmental aid without first 
reviewing the program and its merits as a budgetary increment.  Therefore: 
 
 All grant applications, prior to submission, must be approved by the City 

Manager. 
 
 No grant will be accepted that will incur management and reporting costs 

greater than the grant amount. 
 

 All grant requirements will be reviewed and understood prior to entering into 
the grant agreement. 

 
7. In 2002, Lake Forest voters approved a referendum authorizing a .5% sales tax 

for expenditure on public infrastructure located in the City.  Recognizing an 
immediate need for storm water system improvements, the City issued bonds in 
2003 and 2004.  The revenue generated by the .5% sales tax is utilized to make 
the debt service payments on this debt.  A minimum reserve of one years’ 
principal and interest payments is maintained in the Sales Tax .5% funds.  
Surplus revenues exceeding the minimum reserve may be considered for other 
public infrastructure improvements annually by the City Council. 
 

IV. Reserve Policies 
 

1. The City will maintain a fund balance for fiscal cash liquidity purposes, (i.e., fiscal 
reserve), that will provide sufficient cash flow to minimize the potential of short-
term tax anticipation borrowing. 

 
2. Unassigned fund balances should be equal to no less than 35% of non-pass 

through operating revenues for the General Fund plus accrued sick and vacation 
leave.  In recent years, the City Council has intentionally accumulated excess 
General Fund balance reserves to mitigate potential impacts of the State of 
Illinois fiscal crisis (ie. loss of State-shared revenue or imposition of property tax 
limitations).  Recognizing that General Fund reserves as of 4/30/18 are sufficient 
to address State impacts, the FY19 operating surplus of the General Fund was 
transferred to the Capital Improvement Fund.  Until further revision to the City 
Council Fiscal Policy is approved, the City may allocate future General Fund 
operating surpluses at fiscal year-end to one-time funding needs as determined 
annually by the City Council. 
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3. The City will maintain sufficient self-insurance reserves as established by 
professional judgment based on the funding techniques utilized, loss records, 
and required retentions. 
 

4. The City will seek to maintain minimum fund balance targets (unrestricted net 
position for proprietary funds) in each fund which reflect considerations such as 
revenue volatility and necessary contingencies.  It is noted that certain funds are 
subject to five year financial forecasts, debt service coverage requirements 
and/or may be accumulating fund balance to address future capital needs, 
warranting a fund balance in excess of the minimum target.  In the event fund 
balance falls below the established target for a particular fund, the City shall 
establish a plan to return the fund balance to its target.  The fund balance 
targets by fund or category of funds is as follows: 
 
 General Fund – see Section IV.2 

 Parks and Recreation Funds (combined) – 25% of operating revenue 
 Other Non-major Special Revenue Funds – 10% of operating revenue 
 Debt Service Funds – N/A 
 Capital Project Funds – The Capital Improvement Fund should maintain 

sufficient fund balance (minimum of $1 million) to address unanticipated 
capital expenses not foreseen during the annual CIP and budget development 
process. 

 Water and Sewer Enterprise Fund/Operating – 33% of operating revenue plus 
one years’ debt service + $500,000 

 Water and Sewer Enterprise Fund/Capital – 0% 

 Deerpath Golf Course Fund – 15% of operating revenue 
 Fleet Fund – 15% of operating revenue 
 Self Insurance Fund – 25% of operating revenue + OPEB reserve 
 Liability Insurance Fund – 50% of operating revenue 
 Police and Fire Pension Funds – N/A; subject to statutory and actuarial 

requirements 
 Cemetery Trust Fund – N/A; subject to bequest requirements and Cemetery 

Commission policy 
 

V. Investment Policies 
 
1. The City will follow the investment policy approved by the City Council on 

February 6, 2017, or a subsequently approved revision to the investment policy. 
 
2. The City will conduct an analysis of cash flow needs on an on-going basis.  

Disbursements, collections, and deposits of all funds will be scheduled to insure 
maximum cash availability and investment potential. 

 
3. The City will, where permitted by law, pool cash from its various funds for 

investment purposes. 
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FUND BALANCE POLICY 
The policies noted below were adopted by the Village Board. During the budget process, staff 
took a deeper look at the fund balance levels in certain funds, particularly internal service funds. 
One of the goals of the Finance Department this year is to review financial policies and revise 
when necessary to ensure that adequate levels are set to provide for sufficient cash flow and 
emergencies, but also to ensure that not too much money is being set aside when it could be 
working.  
 
1. Statement of Purpose: 

Fund balance is to provide for the operational stability of the Village of Schaumburg and 
to provide the capacity to: a) offset significant economic downturns or revenue shortfalls, 
b) provide sufficient cash flow for daily financial needs, c) maintain or improve the village’s 
bond ratings, and d) provide funds for unforeseen expenditures related to emergencies or 
opportunities. This policy provides a benchmark for the amount of fund balance the village 
will try to maintain for each of its funds. 

 
2. Desired Fund Balance Levels: 
 

General Fund: Unreserved fund balance of the General Fund should be maintained at 
forty percent (40%) of the subsequent year's budget for expenditures and other financing 
uses. The fund balance benchmark is higher than in other funds due to the fact that 
approximately forty five percent (45%) of fund balance consists of taxes receivable and 
other accounts receivable, which are collected over a period of up to three (3) months. 
Also, the General Fund's principal revenue sources tend to be more elastic, increasing or 
decreasing along with the economy. 

 
Motor Fuel Tax Fund: Fund balance of the motor fuel tax fund should be maintained at 
fifteen percent (15%) of the subsequent year's budget for expenditures and other financing 
uses. 

 
Transit Program Fund: Fund balance of the Transit Program Fund should be zero. 
Transfers into the fund should be adjusted as needed to equal operating expenditures for 
the current fiscal year. 

 
Community Development Block Grant Fund: Fund balance of the CDBG fund should be 
zero. Grant and program revenue should equal program expenditures. 

 
Development Contribution Fund: Fund balance for the development contribution fund will 
vary greatly from year to year based on the extent of planned capital improvements. The 
fund balance will be reviewed annually as part of the capital improvements program and 
annual budget processes. 

 
Debt Service Funds: The cash and investments balance of each fund at the end of each 
fiscal year should be maintained at an amount equal to the prorated amount of interest 
due on the next interest payment (June 1 or July 1) plus the prorated amount of the 
principal payment due on the subsequent December 1 or January 1. 
 
Capital Project Funds: Fund balance for the various capital project funds can and will vary 
greatly from year to year due to their nature. Capital project funds are often funded by 
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proceeds from bond sales, which are then drawn down on over a period of one to three 
(3) years as the projects are completed. Fund balance for the capital project funds will be 
reviewed annually as part of the capital improvements program and annual budget 
processes. 

 
Utility Fund: The cash and investment balance should be maintained at an amount equal 
to ten percent (10%) of the subsequent year's budget for operating and non-operating 
expenses, plus a prorated amount of the next interest and principal payments on 
outstanding debt. Additional fund equity can be reserved for future capital improvements 
as determined by the Village Board. 

 
Commuter Parking Fund: The cash and investment balance should be maintained at an 
amount equal to ten percent (10%) of the subsequent year's budget for operating and non-
operating expenses. Additional fund equity can be reserved for future capital 
improvements as determined by the Village Board. 

 
Schaumburg Regional Airport Fund: The cash and investment balance should be 
maintained at an amount equal to ten percent (10%) of the subsequent year's budget for 
operating and non-operating expenses, plus a prorated amount of the next interest and 
principal payments on outstanding debt. Additional fund equity can be reserved for future 
capital improvements as determined by the Village Board. 

 
Schaumburg Baseball Stadium Fund: The cash and investment balance should be 
maintained at an amount equal to ten percent (10%) of the subsequent year's budget for 
operating and non-operating expenses. Additional fund equity can be reserved for future 
capital improvements as determined by the Village Board. 

 
Risk Management Fund: Net assets of the risk management fund should be maintained 
at an amount equal to the sum of the following three (3) components: 

 
1. For the health and benefit program of the risk management fund, net assets should 

be maintained at a level equal to fifty percent (50%) of the subsequent year's 
budget for health and benefit expenses; 

2. For the workers' compensation program of the risk management fund, net assets 
should be maintained at a level equal to fifty percent (50%) of the subsequent 
year's budget for workers' compensation expenses; and 

3. For the property and casualty program of the risk management fund, net assets 
should be maintained at a level equal to fifty percent (50%) of the subsequent 
year's budget for property and casualty insurance expenses. 

 
Vehicle Replacement Fund, Technology Replacement Fund, and Building Replacement 
Fund: Cash and investment balances in these three (3) internal service funds should be 
maintained at a level representing the accreted value of the cost of the replacement 
vehicles, equipment, and building component, given the age of the current inventory. 

 
Police and Firefighter Pension Funds: The long term goal is for net assets of the police 
and firefighters' pension funds to be equivalent to the actuarial accrued liability as 
determined by an enrolled actuary. The village uses the generally accepted actuarial 
methods to amortize any unfunded actuarial accrued liability through the year 2040. The 
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Illinois Legislature amended the State Statue in 2011 to extend the funding schedule to 
ninety percent (90%) of total actuarial liabilities by 2040.  

 
3. Attaining and Maintaining Desired Fund Balance Levels: 

Should fund balance in one or more funds fall below the benchmark established by this 
policy, the Village Manager will notify the Village Board in a timely manner and will develop 
and present to the Village Board as part of the annual budget a plan to return fund balance 
to the benchmark level within three (3) fiscal years. Should unreserved fund balance in 
the General Fund exceed the forty percent (40%) benchmark established by this policy, 
the excess will be distributed evenly between the Capital Improvement Fund and the 
Convention Center Fund in the following budget year. 

 
Should fund balance in the Risk Management Fund exceed the benchmark established 
by this policy, the subsequent year's contributions into the Risk Management Fund shall 
be reduced accordingly. For the employee benefit component of the Risk Management 
Fund, the next policy year's premiums will be adjusted downward to reflect the excess 
fund balance, thereby being prorated between employer contributions, employee 
contributions, and retiree contributions into the employee benefit program. 

 
Should fund balance in other funds exceed the benchmark established by this policy, the 
Village Manager will develop and present to the Village Board as part of the annual budget 
a plan to return fund balance to the appropriate benchmark level. 

 
4. Use of Fund Balance: 

Fund balance should only be used or depleted in the following situations: 
1. Revenue shortfalls result in an operating deficit. 
2. Unforeseen material expenditures arise which cannot be avoided or delayed. 
3. Excess fund balance exists and the village intentionally draws down on the 

balance to come into compliance with this policy. 
 

5. Limit on Expenditure Growth: 
The village staff and elected officials have a fiduciary responsibility to be prudent in the 
expenditure of public funds. In order to: a) ensure that public funds are being spent 
efficiently and effectively, and b) maintain the fund balance benchmarks as set forth in this 
policy, the Village Manager will use his best efforts to present proposed budgets that 
reflect expenditures at the lowest level possible that still provide the level of service as 
determined appropriate by the Village Board. The Village Manager will use his best efforts 
to present a proposed budget each year that shows General Fund expenditures and other 
financing uses increasing by no more than five percent (5%) from the previous year. If he 
is unable to do so, the Village Manager will be required to explain the reasons for the 
higher spending in the budget message. 

 
  



 
 
 
Budget Process/Calendar 
The Village’s budget planning cycle consists of a number of distinct steps. The budget process is coordinated annually by 
the Finance Department in conjunction with the Village Manager’s Office. The process normally starts in late summer and 
concludes with the approval of the budget and tax levy by the Village Council in December. Major milestones in the budget 
process include: 
 

June-July: Finance/Village Manager kickoff meeting to discuss budget overview and policy goals. 
 
July: Village-wide training on the organization’s ERP budgeting platform. 
 
August: Budget data entry is opened to all departments. 
 
August: Five-year Capital Plan revisions received by Finance. 
 
August: Finance Department calculates payroll budget based on data provided by Departments. 
 
September: Budget data entry is closed to departments. Draft budget numbers finalized by the Finance 

Department. 
 
September: Village Manager’s Office and Finance Department meets with individual departments to 

discuss proposed budgets. 
 
September: Proposed budget numbers finalized by the Village Manager. 
 
October: Finance Department prepares budget document. 
 
November: Village Council holds budget review sessions with staff and residents of the Village. 
 
December: Village Council formally introduces budget resolution and tax levy ordinance. 
 
December: Village Council adopts the budget for the fiscal year beginning on January 1st and the tax 

levy for the upcoming year. 
 
December: Village Staff files the approved budget and tax levy with Cook County, Illinois. 

 
Budget Amendments 
It is the practice and policy of the Village to avoid budget amendments whenever possible by budgeting strategically during 
the regular budget process. To that end, each year the budget includes a contingency expense that is approved by the Village 
Council as part of the budget process. The contingency expense can be used to pay for unforeseen items, salary adjustments 
resulting from collective bargaining agreements, or ongoing projects that may have been advanced or delayed from a 
previous fiscal year. The Village Council has significant strategic input as to when the contingency is employed.  
 
In the event a budget amendment is required, however, the Council would direct Staff to prepare a resolution authorizing 
the budget changes by fund, line item, and dollar amount. Such resolution would be adopted by the Village Council in an 
open meeting. 
 
Fund Balance / Net Assets Policy 
 
This budget document was prepared on a measurement basis of fund balance and net assets versus cash balances.  In most 
cases, cash balances are very similar to fund balances.  In the insurance funds, there can be a notable difference between 
cash balances and fund balance, as the Village can have significant liabilities in these funds that are paid off over many 
years, such as the Village’s obligations to injured workers. 
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The Fund Balance/Net Assets Policy serves as a guide for policy makers and does not by itself mandate any Council action.  
When the fund balance is significantly above the desired level, the Council can keep fees and taxes lower.  Additionally, 
capital improvements can be funded from reserve balances above the minimum threshold. 
 
When fund balances are below the desired levels, it is a signal to policy-makers that corrective action might be desirable.  
Corrective action could include lowering expenses, increasing revenues, deferring capital improvements, or making policy 
changes to rebuild fund equity.  As with many policies, there is some judgment involved. 
 
Purpose 
 
A Fund Balance/Net Assets Policy establishes a minimum end-of-year fund balance/net assets target for select funds, as a 
result of the constraints imposed upon the resources reported by the governmental and proprietary funds.  This policy is 
established to provide financial stability, cash flow for operations, and ensure that the Village will be able to respond to 
emergencies with fiscal strength. Additionally, detailing the availability of fund balance increases the ability of financial 
statement users to understand the availability of resources. 
 
It is the Village’s philosophy to support long-term financial strategies, where fiscal strength and sustainability are high 
priorities, while also building funds for capital projects. It is essential to maintain adequate levels of fund balance/net assets 
to mitigate current and future risks and provide operational flexibility to respond to fiscal challenges over time without large 
tax or fee changes. 
 
Fund balance/net asset levels are also crucial considerations in long-term financial planning. Credit rating agencies also 
monitor levels of fund balance/net assets and unassigned fund balance in the General Fund to evaluate continued 
creditworthiness.   
 
Definitions 
 
Governmental Funds 
 
The fund balance will be composed of three primary categories: 
 

1) Non-spendable Fund Balance – portion of a Governmental Fund’s fund balance that  
are not available to be spent, either in the short-term or long-term, or through legal restrictions (e.g., 
inventories, prepaid items, deposits, land held for resale and endowments). 

 
2) Restricted Fund Balance – portion of a Governmental Fund’s fund balance that are  

subject to external enforceable legal restrictions (e.g., grantor, contributor and property tax levies). 
 

3) Unrestricted Fund Balance – is made up of three components: 
 

A) Committed Fund Balance – the portion of a Governmental Fund’s fund balance with self-imposed 
constraints or limitations that have been placed at the highest level of decision making through formal 
Council action. The same action is required to remove the commitment of fund balance. 
 
B) Assigned Fund Balance – the portion of a Governmental Fund’s fund balance to denote an intended use 
of resources but with no formal Council action. 
 
C) Unassigned Fund Balance – available expendable financial resources in a governmental fund that is not 
the object of a tentative management plan. 

 
Some funds are funded by a variety of resources, including both restricted and unrestricted (committed, assigned and 
unassigned). The Government assumes that the order of spending fund balance is as follows: restricted, committed, assigned, 
unassigned. 
 
 
Proprietary Funds 
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Proprietary funds include enterprise and internal service funds. The net assets are composed of three primary categories: 
 

1) Invested in Capital Assets, Net of Related Debt – portion of a proprietary fund’s net assets that reflects the 
fund’s net investment in capital assets less any amount of outstanding debt related to the purchase/acquisition 
of said capital assets. Related debt, for this purpose, includes the outstanding balances of any bonds, mortgages, 
notes, or other borrowings that are attributable to the acquisition, construction, or improvement of capital assets 
of the Government. 
 

2) Restricted Net Assets – portion of a proprietary fund’s net assets that are subject to external enforceable legal 
restrictions (e.g., grantor, contributor and bond covenants). 

 
3) Unrestricted Net Assets – portion of a proprietary fund’s net assets that is neither restricted nor invested in 

capital assets (net of related debt). 
 
Authority 
 
Governmental Funds 
 
Committed Fund Balance – A self-imposed constraint on spending the fund balance must be approved by ordinance or 
resolution of the Council. Any modifications or removal of the self-imposed constraint must use the same action used to 
commit the fund balance. Formal action to commit fund balance must occur before the end of the fiscal year. The dollar 
amount of the commitment can be determined after year end.  
 
Assigned Fund Balance – A self-imposed constraint on spending the fund balance based on the Government’s intent to use 
fund balance for a specific purpose. The authority may be delegated to members of the management team by the Council. 
 
Minimum Unrestricted Fund Balance Levels 
 

General Fund  
 

Purpose – Is a major fund and the general operating fund of the Government. It is used to account for all 
activities that are not accounted for in another fund. 
 
Fund Balance – Unrestricted fund balance targets should represent no less than six months of operating 
expenditures. Balances above the maximum may be transferred to other funds or invested in capital projects 
at the Council’s discretion. 

 
 Special Revenue Fund 
 

Purpose -  Used to account for and report the proceeds of specific revenue sources that are legally restricted 
or committed to expenditures for specified purposes other than debt service or capital projects.  
 
Financing – Special revenue funds are provided by a specific annual property tax levy or other restricted 
and/or committed revenue source. Financing may also be received from other charges for services, etc. 
 
Fund Balance – Derived from property taxes (other another restricted revenue source); therefore, legally 
restricted. The portion of fund balance derived from property taxes will be legally restricted. The remaining 
fund balance amount (restricted and/or committed) will be targeted at a minimum level of 50% of annual 
budgeted revenues. 

 
 
 
 
 Debt Service Fund 
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Purpose – Established to account for financial resources that are restricted, committed, or assigned to 
expenditure for principal and interest. 
 
Financing – The municipality levies an amount or transfers in an amount close to the principal and interest 
that is anticipated to be paid.  
 
Fund Balance – Derived from property taxes; therefore, legally restricted. Any fund balance accumulation 
should not exceed the future principal and interest payments due. 

 
 
Capital Projects Fund 
 

Purpose - Established to account for and report financial resources that are restricted, committed, or 
assigned to expenditure for capital outlays including the acquisition or construction of capital facilities and 
other capital assets, excluding proprietary fund capital outflows. 
 
Financing – Debt financing, grants, or inter-fund transfers are used to finance projects. 
 
Fund Balance – Considered segregated for maintenance, construction and/or development; therefore, 
considered committed, restricted, or assigned depending on the intended source/use of the funds. 

 
Proprietary Funds 

 
 Enterprise Funds 
 

Purpose - Established to account for and report financial resources that are invested in capital assets, net of 
related debt, restricted, or unrestricted for future spending related to the fund. The focus of enterprise fund 
measurement is upon determination of operating income, changes in net assets, financial position, and cash 
flows. The generally accepted accounting principles applicable are those similar to businesses in the private 
sector. Enterprise funds are required to account for operations for which a fee is charged to external users 
for goods or services and the activity (a) is financed with debt that is solely secured by a pledge of the net 
revenues, (b) has third party requirements that the cost of providing services, including capital costs, be 
recovered with fees and charges or (c) establishes fees and charges based on a pricing policy designed to 
recover similar costs. 
 
Financing – User fees, debt financing, or grants are used to finance operations, capital outlay and 
improvements, and debt service retirements. 
 
Net Assets – Considered invested in capital assets net of related debt (for amounts capitalized as capital 
assets, less the outstanding debt related to the acquisition of said assets. Restricted net assets relate to bond 
covenant reserves as outlined in the bond ordinance.  
 
Current Assets minus Current Liabilities should represent no less than four months of budgeted operating 
expenses. 

 
Internal Service Funds 
 

Purpose - Established to account for and report financial resources that are invested in capital assets, net of 
related debt, restricted, or unrestricted for future spending related to the fund.  
 
The focus of internal service fund measurement is upon determination of operating income, changes in net 
assets, financial position, and cash flows. The generally accepted accounting principles applicable are those 
similar to a business in the private sector. Internal service funds are used to account for the financing of 
goods or services provided by an activity to other departments, funds or component units of the Government 
on a cost-reimbursement basis. 
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Financing – User fees charged to other departments, funds, or component units, or debt financing are used 
to finance operations, capital outlay and improvements, and debt service retirements. 

 
Net Assets – Considered invested in capital assets net of related debt (for amounts capitalized as capital 
assets, less the outstanding debt related to the acquisition of said assets. Restricted net assets relate to bond 
covenant reserves as outlined in the bond ordinance. Unrestricted net asset targets should represent 
appropriate levels given the activity of the fund and the discretion of the Council and management 
(excluding debt service and capitalized asset expenses). 
 
Unrestricted net asset targets should represent no less than four months of budgeted operating expenses. 
Unrestricted net assets for the health insurance fund should equal two months of IPBC invoices.  

 
Insurance type funds should have additional unrestricted net asset targets reflecting the fact that these funds 
may finance significant risks and can have variability based on claims experience.  The following amounts 
are established as additional net asset amounts that should be added to the four months of expenses base 
amount for the funds indicated: 
 
Worker’s Compensation – Four months of operating expenses plus 100% of one self-insured $600,000 loss. 
 
Liability Fund – Four months of operating expenses plus 100% of one self-insured $100,000 loss. 
 
Health Insurance – no additional amount needed. 
 

Other Considerations 
 
In establishing the above policies for unrestricted fund balance/net asset levels, the Government considered the following 
factors: 
 

• The predictability of the Government’s revenues and the volatility of its expenditures (i.e., higher levels of 
unrestricted fund balance may be needed if significant revenue sources are subject to unpredictable fluctuations or 
if operating expenditures are highly volatile) 
 

• The Government’s perceived exposure to significant one-time outlays (e.g., disasters, immediate capital needs, state 
budget cuts) 

 
• The potential drain upon General Fund resources from other funds as well as the availability of resources in other 

funds (i.e., deficits in other funds may require a higher level of unrestricted fund balance be maintained in the 
General Fund, just as, the availability of resources in other funds may reduce the amount of unrestricted fund balance 
needed in the General Fund) 

 
• Liquidity (i.e., a disparity between when financial resources actually become available to make payments and the 

average maturity of related liabilities may require that a higher level of resources be maintained) 
 

• Commitments and assignments (i.e., governments may wish to maintain higher levels of unrestricted fund balance 
to compensate for any portion of unrestricted fund balance already committed or assigned by the government for a 
specific purpose) 

 
If any of the above factors materially change, the Village Staff is charged with reviewing the current unrestricted fund 
balance/net asset levels and suggesting changes, if needed, to the Village Council for their consideration. 
 
 
 
 
Fund Balance Comparison 
Below is a comparison of fund balances in each Village fund. Funds that change more than 10% from the 12/31/20 estimated 
balance to the 12/31/21 budgeted balanced are noted below: 
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Special Service Areas Fund: Budgeted addition to fund balance for repayment to the General Fund. 
 
Village Facilities Fund: Budgeted drawdown of fund balance for capital projects associated with Village facilities.  
 
Downtown Revitalization Fund: Budgeted drawdown of fund balance for capital projects associated with the 
Downtown Master Plan.  
 
Electric Fund: Budgeted drawdown of fund balance for capital projects. Fund balance will likely be within policy 
limits at 12/31/21. 

 
Water Fund: Budgeted drawdown of fund balance for capital projects and operations. Fund balance at 12/31/21 
will be within policy limits. 
 
Refuse Fund: Budgeted drawdown of fund balance due to capital investment. Fund balance at 12/31/21 will be 
within policy limits. 

 
Stormwater Sewer Fund: Budgeted drawdown of fund balance for capital projects. Fund balance remains within 
policy limits. As this is still an active area of policy development, it is likely this fund will require additional sources 
of funding for 2022 and onward. 
 
Workers’ Compensation Insurance Fund: Budgeted drawdown due to claims expected to be paid out in 2021. 
The Village budgets conservatively in this fund, and many times our claims experience is far less than what was 
budgeted.  The Village is currently evaluating long-term strategies and insurance options for this fund. 

 
Liability Insurance Fund: Budgeted drawdown due to potential claims expected to be paid out in 2021 along with 
a transfer of accumulated fund balance to the Information Technology fund. The Village budgets conservatively in 
this fund, and many times our claims experience is far less than what was budgeted. If budgeted claim experience 
is realized, the fund balance at 12/31/21 will still be in-line with policy limits.  In 2020, the Village lowered its 
deductible on liability claims from $2,000,000 to $100,000 by securing insurance through the Illinois Counties Risk 
Management Trust (ICRMT).   
 
Information Technology Fund: Budgeted drawdown for operations and projects associated with enhancing the 
Village’s cyber security infrastructure.  
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CITY OF HIGHLAND PARK
FUND BALANCE POLICY SURVEY MARCH 2021

General Capital MMT
Special

Revenue
Debt

Service
Other

Government Enterprise
Internal
Service Fiduciary

Highland Park
(% Oper. Exp.)

35% 0% 10%

- MFT 0%
- E911 10%

- Pension 0%
- Environ. 10%

15%
- Theatre 10%

- TIF 0%

- Water 25%
- Sewer 15%
- Parking 15%

- Equip. 50%
- Insur. 10%

- HTF 150%

Arlington Heights
(% Oper. Exp.)

25%, excl. trans., with 
excess trans. to other 

funds on need
25%

Tracked but specific fund 
balance % not specified.

- MFT 25%
Tracked but specific fund 
balance % not specified.

Tracked but specific fund 
balance % not specified.

25%

- Equip. 100% of 
depreciation

- Self Insur.  for Gen. 
Liab. ($1M), Workers 
Comp. & Empl. Health 

Insur. ($750k).  City 
retains reserve for est. 2 
yrs of bad experience.

Tracked but specific fund 
balance % not specified.

Buffalo Grove
(% Oper. Exp.)

25% minimum & 30% 
preferred, excl. trans. to 

capital & pensions

Unassigned GF bal. is 
reviewed annually.  If 

appropriate, a portion of 
the unassigned GF bal. is 

trans. to Capital.

Deerfield

Evanston
(% Oper. Exp., 
unless otherwise 
stated)

-5% per bond req.
- Min. 16.6%
- Max 20% 

- Excess >16.6% is trans 
to funds not meeting their 

min, then to capital

25% N/A or not disclosed.
- MFT 25% 
- E911 0% 

- Pension 0%

- 1 yr debt svc (5% per 
bond req.)

- TIF Variable, based on 
debt service & long-term 

expenses

- Water, Sewer, Parking, 
and Solid Waste (each) 

16.6% Ttl Exp + 1 yr debt 
svc (5% per bond req.)

- Equip. as needed to 
operate

- Insur 25%
N/A or not disclosed.

Glenview 
(% Oper. Exp., 
unless otherwise 
stated)

- 35-45% of the current 
year's ttl Corp Fund exp

0% 0% N/A or not disclosed.

- Parking 0%
- Water, Sewer (each) 90 

days of operating 
expenditures, excluding 
capital and debt service. 

- Maint Equip. 0%
- Cap Equip. 37% & Fac. 

Rpr./Replace. 35% of 
calculated accumulated 

reserves
- Insur 0%

N/A or not disclosed.

Gurnee 
(% Oper. Exp., 
unless otherwise 
stated)

- Policy 35%, Target 50%

No Policy, Target $1M, 
Gurnee dedicates 1/2 of 
Home Rule sales tax by 

ord. as a dedicated 
funding source

N/A

No Policies for below, but 
they do have targets:

- MFT $250k
- PD Restricted Revenue 

Fund >$0
- Impact Fee Fund >$0

- Next Year Debt Service
- SSA#2 Debt Service 
Fund = Next Year Debt 

Service
- Water, No Policy, 

Target 50%
N/A N/A

Lake Forest
(% Oper. Rev.)

35% of operating revenue 
plus accrued 

sick/vacation leave

- Park/Rec 25%
- Other 10%

- Pension N/A, subject to 
statutory & actuarial 

requirements

- Water/Sewer Oper. 33% 
+ 1-yr. debt service + 

$500,000
- Water/Sewer Cap. 0%

- Golf Course 15%

- Equip. 15%
- Self Insur. 25% + OPEB 

reserve
- Liab. Insur. Fund 50% 

- Cemetery N/A, subject 
to statutory & 
Commission 
requirements

N/A N/A

Fund balances other than the General Fund are tracked, but specific fund balance % targets are not specified.

N/A or not disclosed.

- Combined fund balance of 40% of annual budgeted recurring expenditures in the operating funds - General, Water, Sewer, and Garage.  
- The minimum combined balance of unrestricted fund balance and net cash in these funds shall not fall below 30%.
- The remaining funds shall maintain a sufficient balance to achieve the budget on a yearly basis.



CITY OF HIGHLAND PARK
FUND BALANCE POLICY SURVEY MARCH 2021

General Capital MMT
Special

Revenue
Debt

Service
Other

Government Enterprise
Internal
Service Fiduciary

Northbrook
(% Oper. Exp.)

40%

Skokie
(% Oper. Exp.)

25%

Wilmette
(% Oper. Exp. or 
Rev, as stated)

200% of the projected 
shortfall of Jan. and Feb.

0% N/A
- MFT $100K
- Pension 0%

0%,  given prop. tax is 
levied in advance of debt 

service
N/A

- Water 20% rev.
- Sewer 20% rev.

- Parking >0% rev.
N/A

Fund balances other than the General Fund are tracked, but specific fund balance % targets are not specified.

Fund balances in the remaining funds are designated and planned for future expenditures such as replacement of outdated equipment, system improvement or debt service. Fund balances of the pension funds and 
the Illinois Municipal Retirement Fund are used to support future obligations based upon valid actuarial assumptions and methods. 
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