VILLAGE OF GLENCOE
FINANCE COMMITTEE
Regular Meeting
Village Hall Conference Room
675 Village Court
Thursday, August 21, 2014
6:00 pm
AGENDA
The Village of Glencoe is subject to the requirements of the Americans with Disabilities Act
of 1990. Individuals with disabilities who plan to attend this meeting and who require
certain accommodations in order to allow them to observe and/or participate in this
meeting, or who have questions regarding the accessibility of the meeting or the facilities,
are requested to contact the Village of Glencoe at least 72 hours in advance of the meeting
at (847) 835-4114, or please contact the Illinois Relay Center at (800) 526-0844, to allow
the Village of Glencoe to make reasonable accommodations for those persons.
1. CALL TO ORDER AND ROLL CALL
Bruce Cowans, Chairman
Lawrence Levin, President
Andrew Hayek
Barbara Miller
Scott Pearce
Joel Solomon
Dale Thomas

2. PUBLIC COMMENT TIME
3. REVIEW OF MONTHLY FINANCIAL REPORTS
4. REVIEW OF LONG RANGE FINANCIAL FORECAST
5. OTHER BUSINESS
6. ADJOURNMENT

MEMORANDUM
DATE:

August 15, 2014

TO:

Finance Committee

FROM:

Philip A. Kiraly, Village Manager

SUBJECT:

Long Range Financial Forecast

Attached, please find the updated version of the Long Range Financial Forecast
developed by Director of Finance Dave Clark. This item is to be discussed at the
Finance Committee meeting scheduled to take place on Thursday, August 21
beginning at 6:00 p.m.
The Long Range Financial Forecast is a tool that has been used for a number of years
by the Village Board and staff in planning for the development of the Village’s Budget
and Capital Improvement Plan, and as a gauge of effectiveness of the Village’s financial
policies. This year’s forecast looks to the year 2020, while highlighting the Village’s
performance through the past several years beginning with the recession that began in
2008. Staff will provide a brief presentation at the Finance Committee meeting
outlining the forecast, with ample time for discussion of the various points by
members of the Finance Committee and other members of the Board that may be in
attendance.
Please advise should you have any questions prior to the Finance Committee meeting.
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MEMORANDUM
DATE:

August 14, 2014

TO:

Philip Kiraly, Village Manager

FROM:

David Clark, Director of Finance

SUBJECT:

Long Range Financial Forecast through Fiscal Year 2020

Executive Summary
This is the annual update to the five-year financial forecast which describes the
expected financial condition of the Village through Fiscal Year 2020. This projection is
based upon known economic conditions and factors. Some factors utilized in the
preparation of this forecast include:
1.
2.
3.
4.
5.

The United States Consumer Price Index;
State Shared municipal revenue estimates from the Illinois Municipal League
Local usage patterns (i.e. water consumption, building permits, etc.
Local revenue and expenditure trends.
Existing financial policies.

This forecast does not include anticipated capital expenditures.
From Fiscal Year 2008 through Fiscal Year 2014, revenues in the General Fund have
increased by over $1.8 Million, 2.08% annually. Meanwhile operating expenditures
have increased over $1.1 Million, 1.42% annually and total expenditures have
increased $651,214 or 0.72% annually. The fund balance in the General Fund has
increased during that time $988,121 from over $2.1 Million to over $3.1 Million, a
7.69% annual increase. During this period of time the Village continued to fund its
police pension obligation at a level in excess of 130% of what would otherwise have
been required by the State of Illinois.
The period of time from Fiscal Year 2008 through Fiscal Year 2014 represents how the
Village performed during the worst economic downturn in recent memory. Although
the Village weathered the acute phase of the economic downturn, there are still
substantial challenges facing the Village, including:


Legislative threats to property tax, state shared revenue and further unfunded
mandates to provide services without the ability to recover cost.
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The uncertainty of the impact of pension reform legislation on local taxpayers
and on the ability of the Village to retain employees.
The continued obligation to maintain capital infrastructure.
The continued obligation to fund pension obligations.
The cumulative impact of the recent decline in assessed valuation.
The challenges of maintaining a desirable environment for commercial activity.

Generally the forecast anticipates the continued availability of resources to provide for
the desired level of Village services. Any resources available in excess of minimum
fund balance levels have typically been invested in capital improvements, though
anticipated needs in other areas will require discussion and review by the Village
Board and staff.

Review of Assumptions
Included in this report are the detailed percentage adjustments to accounting line
items used to complete the operating statements in this report.

REVENUES
Property Tax
The 2014 tax levy (for Fiscal Year 2016) can increase by 1.50%. The annual change in
the United States Consumer Price Index (US CPI-U-All Items) is used as the basis for
determining the amount of the annual increase in property taxes. Through June
2014, the change in CPI would allow an increase in the 2015 tax levy (for Fiscal Year
2017) of 2.07% (forecast assumes 2.0% for the 2015 tax levy). The factor for 2016,
2017, and 2018 tax levies is also an increase of 2.0%. The average annual increase in
annual CPI for tax increases has been 2.38% since 1999.
Municipal Utility Taxes
The forecast includes an increase in base utility taxes from $668,490 to $790,718
based upon projected Fiscal Year 2015 year-end estimates. The plan includes annual
increases of 2% from the reduced base for the remainder of the plan.
Cable Tax
These revenues continue to be strong. The base revenue is projected to increase from
$216,300 to 220,000. The cable fees include a 3% annual increase from the Fiscal
Year 2015 base.
Telecommunications Tax
The forecast includes a decrease in base telecommunications tax from $417,578 to
$404,654 based upon projected Fiscal Year 2015 year-end estimates. The plan
includes annual decreases of -3% from the reduced base for the remainder of the plan.
Sales Tax
The year-to-date revenues from sales tax are very close to the year-to-date budget. It
is projected that the Village will receive $1,813,870 in sales tax in FY2015. The
forecast includes a base level of sales tax of $1,814,870 and includes 0% growth
during Fiscal Year 2016. Between Fiscal Year 2017 and 2020 the annual growth is
projected to be 1%. The past plan included 2% growth through 2019. Since Fiscal
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Year 2008, sales tax revenue has ranged from $1,473,640 in Fiscal Year 2010 (low) to
$1,835,493 in Fiscal Year 2008 (high). To date sales tax revenue is finally nearing
levels seen prior to the economic downturn. This source of revenue is subject to
economic forces and the decisions of individual business owners to remain or locate to
Glencoe.
Water & Sewer Charges
The forecast includes a rate increase program based on the change in CPI up to 5%
with annual increases based upon cost of operations. The Fiscal Year 2016 increase is
1.0% with increases for the remainder of the forecast being 1% annually. The
consumption of water is projected to continue at 5-year average levels. Fiscal Year
2015 water sales are projected to be at $2,073,748, equal to the Fiscal Year 2015
Budget. The Fiscal Year 2015 base amount is $2,066,482 reflecting year-to-date
revenue collection.
Garbage Service Fees
The forecast includes a rate increase program based on the change in CPI up to 5%
with a minimum 2% annual increase. Fiscal Year 2016 increase is 2% with increases
for the remainder of the forecast being 2% annually. In the future, rate increases may
be higher (or lower) depending on service levels, the need for capital equipment, debt
service requirement and resources necessary to meet the minimum fund balance
requirements. The base amount used in the forecast is generally equal to the Fiscal
Year 2015 budget. The Plan projects a decrease in the base for option second
collection from $76,358 to $70,784 and 1% annual decreases for the remainder of the
plan.
Building Permits
The year-to-date revenue from building permits is ahead of the year-to-date budget. It
is projected that the Village will receive nearly $945,537 in building permit fees. The
budget included $850,000. The forecast includes a base level of permit revenue equal
to the Fiscal Year 2015 Budget level of $945,337 annually through Fiscal Year 2020.
Building permit revenue since Fiscal Year 2008 has ranged from $655,674 in Fiscal
Year 2010 (low) to $1,814,927 in Fiscal Year 2008 (high). Fiscal Year 2014 actual
revenue was approximately $500,000 less than levels seen prior to the economic
downturn. The level projected in Plan 2020 is approximately ½ of the historic high
level prior to the economic downturn. This is a revenue source subject to economic
forces but also sensitive to local regulations.
Fees & Charges Generally
Water rates, sewer rates, garbage and recycling rates, ambulance fees, alarm fees are
forecasted to include annual increases that are the lesser of 5% or the annual change
in the CPI, with annual increases being related to any increases in operating costs.
Generally the plan does not include any annual fee increases other than those already
discussed.
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EXPENDITURES
Salaries
The forecast includes 2.5% increase for Fiscal Year 2016, and 2.5% increase annually
for the remainder of the plan. The increases are moderated by a 0.75% attrition
factor. The attrition factor means that the actual expenditures will be 0.75% less than
the budget due to annual routine and customary turnover of employees. Attrition
factor may actually be less during times of economic uncertainty. The wage increase
factor proposed is consistent with the change in CPI forecast during the term of the
forecast. However, as pension reform is considered, there may be an increase in
retirements to avoid the impact of changes to the funding formula for current
participants.
Employee Benefits
The forecast includes the Fiscal Year 2015 impact of the Affordable Care Act (ACA).
Under the act, given no other changes in service delivery, the Public Works
Department will be impacted by ACA beginning January 1, 2015. The Village
envisions the necessity of offering a minimum eligible service level coverage. Based
upon the actual increase history, the plan includes a general 2.70% annual increase
and an annual 5% increase in ACA premium costs. The forecast is based upon benefit
levels managed to meet the increase factor requirement. Current medical trend
according to our insurance consultant is 8%. The Plan also includes the expected
ACA “Cadillac Tax” based upon plan design. This tax will be effective Fiscal Year 2018
and will total over $170,000 during the Plan. Although this tax is included for the
purposes of planning, the Village should have the ability to modify plan design if
necessary to avoid the tax; or the tax may be eliminated altogether or deferred as has
been the case with many other ACA provisions. During consideration of each health
benefit renewal adjustments will be considered to moderate the increase to a level
below trend. Also, since March 1, 2011, employees with single coverage now pay a
portion of their coverage. The long-term goal is to maintain quality benefits while
containing cost. Language in both bargaining unit contracts allows the Village to
continue to manage plans to contain cost. The Village is looking into other
alternatives for provision of employee benefits, including pooling.
Pension Cost
This category includes cost of Social Security, Medicare, Illinois Municipal Retirement
Fund (IMRF), Police Pension costs and Fire Pension costs. The largest increases are
for IMRF and Police Pension. Based on the projection of existing trends, IMRF, Social
Security and Medicare costs will increase by 6% annually during the plan. Police and
Fire Pension costs are projected to increase 3.5% during the plan.
It is anticipated that required base contributions for police pension will be $1.46
Million for Fiscal Year 2015. Police Pension funding costs increase 3.5% annually
from Fiscal Year 2015 forward (a rate higher than the assumed salary increase factor).
Cost of Services
Forecast completed using an annual increase factor based upon the annual 0.5%
based upon recent actual history.
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Cost of Commodities (Supplies & Equipment)
Forecast completed using an annual increase factor based upon the annual 0.5%
based upon recent actual history.
Capital Expenditure
Not included beyond Fiscal Year 2015.
Community Grants
Each year has been held constant from existing annual levels. The prior plan
decreased by the annual contribution by 5% each year from the previous year for
Family Services, Senior Housing Aid, Junior High Project, Glencoe Youth Services,
Chamber of Commerce, Writer’s Theatre and Glencoe Historical Society. This will
require additional discussion with the Village Board regarding ongoing support.

Issues to Consider
Property Taxes (See Property Tax Policies)
1. With any decline in assessed values, there will be an increase in property tax
rates. Since property tax limitations are based upon CPI and the total dollar
amount previously extended, changes in rate or value of property will not
impact the dollar amount of taxes extended. Changes in property tax rate and
assessed value impact the distribution of the tax burden. Since Fiscal Year
2011, the EAV of the Village has declined from $1.23 Billion to $787 Million.
The change in the economy has resulted in this change in assessments and has
further resulted in increased challenges by taxpayers of the Assessor’s
calculations. Had legislation been adopted to not allow increases in property
taxes in years where the EAV declines, the Village would be at Fiscal Year 2011
tax extension levels.
2. During the year there was proposed legislation to prohibit increases in property
taxes in years where the equalized assessed value decreases. The plan does not
contemplate the implementation of such legislation, but the threat does exist.
3. Due to the fact that the tax levy limiting factor lags behind the actual levy of
taxes, the percentage increase in the prior year’s property tax extension will
often not reflect the current economic conditions. In the present environment,
the limiting factor for property taxes increases will lag behind any economic
recovery (i.e. the change in CPI-U from December 2012 through December 2013
establishes the tax cap increase percentage for the property taxes to be levied in
December 2014).
4. The Village has typically abated (reduced) the tax levy by the amount of the 5%
unreduced loss in collection factor added to the debt service portion of the levy.
How does increasing the dollars for abatement rank with other initiatives like
capital improvement, funding pension obligations, etc.
Police Pension Fund (See Pension Fund Policies)
1. During Fiscal Year 2009, the net plan assets held in trust for pension benefits
decreased from $19.9 Million to $16.3 Million. At the end of Fiscal Year 2014,
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net plan assets of the Police Pension Fund were nearly $30.1 Million. This
swing in net asset value is due to Village contribution in excess of ARC and the
change in value of investments from Fiscal Year 2008 through Fiscal Year 2014.
2. Of the total pension requirement of $1,476,314 included in the Fiscal Year
2015 Budget, property taxes levied in December 2013 represented $1,118,556..
Remaining sources came from fund balance in the General Fund. It is
estimated that the Fiscal Year 2015 all source contribution of $1.46 Million will
be nearly $362,000 higher than the amount otherwise required by the State of
Illinois.
3. The difference between the amount levied in taxes and the amount budgeted is
typically transferred to the Police Pension Fund from the General Fund in
February of each year. Waiting until the end of the fiscal year allows the Board
to reserve resources in the event of an unforeseen event with a higher need for
the resources than the Police Pension Fund. Since adopting this policy, the
budgeted resources have always been allocated to the Police Pension Fund.
4. As a basic assumption, the policy of fully funding the pension obligations will
remain. Taxes will be levied based on using State of Illinois assumptions and
the actual funding will continue based on Village actuarial assumptions (more
recent mortality table, etc.)
Fire Pension Fund (See Pension Fund Policies)
1. The annuities and other expenses of the Fire Pension Fund are now paid on a
pay-as-you-go basis.
2. The Firefighter’s Pension Fund Board recommends the continued allocation of
annual funding (between $75,000 and $100,000) in the General Fund in order
to reduce the impact of the full funding of pension obligations on a pay-as-yougo basis. This increased funding would not increase the amount of taxes
collected, only take from another Village property tax designation (i.e. General
Fund, Police Pension, Garbage Fund) already receiving taxes.
3. During Fiscal Year 2013 the number of annuitants receiving pension was
reduced from 3 to 2 due to the death of a widowed beneficiary. There remain
two retired annuitants. This forecast assumes no mortality Fire Pension Fund
annuitants through Fiscal Year 2018
Illinois Municipal Retirement Fund (See Pension Fund Policies)
1. The Village is required to pay 100% of its actuarial required contribution
annually, like the payment of FICA taxes.
General Fund
1. What is the best use of fund balance in excess of existing fund balance targets
(capital improvements, pension funding, tax abatement, other?)
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2. What is the potential for legislative action that impacts property taxes?
3. What is the potential for legislative action to impact sales tax?
4. What is the potential for legislative action to impact State of Illinois Shared
Revenues (i.e. Income Tax, Use Tax, Personal Property Replacement Tax?)
5. What is the ability of the Village to replace lost revenue with fees and other
revenue sources (i.e. non-home rule sales tax?)
6. What is the potential to develop a new revenue stream for storm sewer
improvements?
Garbage Fund
1. Plan 2020 holds the General Fund payment to the Garbage Fund flat at
$450,000 per year (no increase). Any transfer beyond $350,000 would require
Village Board approval. What is the appropriate balance between property
taxes and fees as resources to pay for services provided?
2. Are there any service level changes that could reduce cost and maintain a
reasonable level of basic garbage collection service?
3. Would it be reasonable to change the Garbage Fund to an enterprise fund
supported entirely by fees and use the property tax in other areas of need (i.e.
pensions)?
Water Fund
1. Current net asset level is in excess of minimum requirement, however, the
potential for future capital projects (i.e. new water plant) demonstrate need to
maintain such a reserve at this time.
2.

Determining the appropriateness of rate adjustments in the context of changes
in operating cost and maintaining resources to pay for capital improvements..

Motor Fuel Tax Fund
1. It is expected that Motor Fuel Tax will drop from $216,500 per year to $214,340
per year with a projected 1.00% decrease each year following. According to the
Illinois Municipal League, the per capita distribution rate during Fiscal Year
2008 was $28.69 per capita (approximately $251,400 annually). The Fiscal
Year 2015 projected rate is $23.75 per capita (approximately $207,171)
2. Any supplemental assistance previously available through State of Illinois is not
included.
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3. Consider alternative uses of MFT, such as: (1) Debt service or abatement of
debt, (2) increased day labor transfer. Day labor transfer is the reimbursement
of Village operating expenses (paid from the General Fund) from Motor Fuel Tax
resources.
4. As with other state shared revenue, there is a concern of legislative action that
may further reduce local share of revenue.
Enhanced 911 Fund
1. Review need for fund balance in E911 fund in comparison to long range capital
inventory. FY 2014 ending balance decreased from $399,301 to $215,773.
2. Should 911 resources be used to pay personnel expenditures? At present,
since fiscal Year 2010, The Enhanced 911 Fund has paid for increases in
salaries for communication center staff. Village staff will be reviewing options
for service delivery with the goal of providing the desired service level most cost
effectively.
3. Review other expenditures to see if they qualify as E911 expenditures.
4. E911 surcharge is projected to be $145,712 and will remain at that level
through the Plan.
Debt Service Fund
1. Review the practice and potential sources of abating debt service property taxes.
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