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TO:  President Nandia Black
Trustee William Johnson
Trustee Ralph Liberatore
Trustee Les Sokolowski
Trustee Barbara Stavropoulos
Trustee Laura Stratman
Trustee Basel Tarabein

From: Administrator Michael Talbett

Date: April 1, 2011 . : ; 1
ate: Apri A Unigue Village in a Natural Setting

Re:  Budget Transmittal Memo

I am pleased to present the 2011-12 Recommended Budget. Each fund within the
Recommended Budget was evaluated to project whether programmed expenditures can
be met with reasonably anticipated revenues.

All organizations, public and private, are facing significant challenges with respect to
revenue and expenses and the Village of Kildeer is no exception. Economic conditions
and forces beyond the Village’s control require that revenues and expenses be closely
monitored so that budget adjustments can be made to keep the budget balanced
throughout the fiscal year. The Recommended Budget is balanced but material changes
in condition may occur during the fiscal year that should be addressed without delay.

The Village of Kildeer Board of Trustees has taken significant steps to reduce
expenditures since 2009 to offset the reduction in revenue since that time. At the end of
FY 2008-09 there was a $47,084 deficiency of revenues over expenses. At the end of FY
2009-10 there was a $296,293 surplus. The projected surplus for the end of FY 2010-11
is again over $200,000.

The current budget is crafted in the spirit of the FY 2010-11 budget and includes fiscally
conservative assumptions that adhere to the Village Board’s philosophy of not spending
money the Village does not have. The same steps taken by the Board last year to achieve
savings (such as not filling employment vacancies, renegotiating contracts for outside
services, and finding ways to more efficiently deliver services) are being continued in FY
2011-12,

The quality of life for Kildeer’s residents depends on the Board’s continuing ability to
make sound budget decisions that meet the needs of the present without compromising
the future. In order to have a sustainable economic future the following assumptions
were incorporated into the Recommended Budget:

That the Village will continue to receive its current share of income tax
revenue from the State of Illinois;



That the Village will receive payments from Deer Park for providing police
services according to its contract; and

That the sales tax revenue will increase by 3%.

There are challenges to the sustainability of Kildeer’s financial health as well as
opportunities. My comments regarding the Recommended Budget are as follows:

Sales Tax. The contribution of sales tax to the total revenues received by the
Village will grow by 3%. The Village receives 1% of the total tax on retail sales
collected by the State of Tllinois. The growth projection is supported by recent increases
in sales tax receipts over those from the same months last year, especially the December
sales figures which were up 6 % ($8,000).

Property Tax. The second largest source of the Village’s revenue is property tax
which is a function of assessed value and rate. The Equalized Assessed Value (EAV) is
the value of all taxable real estate in Kildeer. The EAV goes up when new property
appears on the tax rolls due to new construction or building improvements. The EAV is
negatively affected when appraised market values decrease.

It is projected that Kildeer’s EAV will not change appreciably next fiscal year. The State
of Illinois uses a three year rolling average to calculate EAV to prevent dramatic changes
in revenue in any one year. Under that system, however, once there is a decline in EAV
there will be a lingering negative impact on revenue for at least three more years and any
increase in market values will be dampened when the real estate market recovers. While
market values are expected to decrease in FY 2011-12, the tax rate can increase no more
than 5% or the Consumer Price Index (CPI), whichever is smaller, to offset the
assessment decrease. Moreover, the State of Illinois may impose a multiplier for
assessments this year to prevent a loss of property tax revenue for all government bodies.
Recent estimates out of the Ela Township Assesor’s Office and the Chief County
Assessment Officer’s Office are that a state multiplier of at least 1 8 is expected. The
CPI amount is expected to be approx1mately 1 5%

Income Tax. The Village currently receives 5% of its revenue from a portion of
the corporate and personal income taxes collected by the State of Illinois. The Governor
proposed a reduction in the share received by municipalities but the outcome of that
proposal is not certain. Any reduction would also require reductions in expenditures
since the budget was balanced under the assumption that Kildeer’s share of income tax
would continue unchanged.

Contract Revenue. The single largest source of revenue for Kildeer in 2009-10
was the contract payments for police services, the cost of which nearly equals the
Village’s expenses for providing those contract services. Any reduction in contract
payments would require corresponding reductions in police expenditures.

Health Insurance Costs. Recently the Village was advised that its health
insurance costs will increase by approximately 11.4% starting May 1st. Since November
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2010 the Administrator and Finance Manager have explored various options for reducing
health care costs including membership in insurance pools, changing insurance providers,
health savings accounts, higher deductible plans, self insurance and changing health
insurance brokers. Given the limitations that accompany the Village’s claims history, it
is recommended that the current Blue Cross/Blue Shield plan be renewed and steps be
taken to promote wellness and begin to improve the claims experience to minimize future
premium increases.

Bond Proceeds. In FY 2010-11 the Village of Kildeer refinanced its debt for the
construction of Village Hall through the sale of municipal bonds. The bond proceeds
were deposited into a separate dedicated fund for future capital improvements and not for
payment of general operating expenses.

Grants. Included in the 2011-12 budget are potential revenues and expenditures
of $51,000 involving four law enforcement grants. The grant applications pertain to
overtime ($21,000), a squad car purchase ($20,000), emergency management funds
($5,000), and the in-car cameras ($5,000).

Opportunities for 2011-12. Careful management of the Village’s finances are
needed to meet the challenges presented by the unfavorable economic conditions that
manifested themselves in 2009 and will continue in 2011-12. To improve the fiscal
condition of the Village the following opportunities will be pursued:

Continue to control overtime expenses by requiring prior authorization;

Expand competitive bidding for goods and services;

Expand the use of shared services with other governmental bodies;

Continue participation in State Bid Contract for road salt purchases;

Create a road maintenance program based on the Village Engineer’s evaluation;
Expand efforts to retain businesses and attract new ones;

Adopt budget policies;

Build reserves;

Follow Government Financing Officers Association criteria for budgeting.

Long Term Concemns. There are several long term concerns impacting future budgets
that I wish to bring to your attention. These are as follows:

The Village’s police pension contribution for FY 2011-12 is approximately
$348,000. That contribution was established when there was only one person
drawing from the pension fund. Presently there are three participants and two



more are expected to be added this summer. The contribution for FY 2012-13 is
expected to be dramatically higher.

The pension contribution is currently coming out of the General Fund and
represents money that should be used for operations. It would be preferable to
have a dedicated revenue stream for the pension based on property taxes such as a
police pension levy. Under present economic conditions the probability of
passing a referendum to establish a police pension levy seems low. The police
pension issue should be revisited when economic conditions improve.

The Village’s three sewer systems are aging and will require increased
maintenance to keep them operating efficiently. The Village is exploring a
jurisdictional transfer of the entire sewer system to Lake County. A transfer will
shift future responsibility for system repairs to Lake County who maintains
several repair crews and the equipment needed for such work. Given the
County’s operational efficiencies it is anticipated that sewer rates for Kildeer
residents will decrease following a transfer.

Several years ago the Village agreed to smooth out the boundary with Deer Park
by swapping properties along Rand Road. As part of an intergovernmental
agreement the Village agreed to compensate Deer Park for lost revenue from
transferred property. Annually the Village pays approximately $15,000 and such
payments will continue until 2018. These payments are being made from the
South Sewer District. The South Sewer District is also responsible for paying off
the 1998 Series B Sewer Bonds by 2018. Unless there is a change, there will not
be enough money in the South Sewer District Fund to pay both the Deer Park
payments and the Sewer Bonds in 2018.

There are temporary traffic lights installed at Quentin and White Pine Roads. In
2012-14 Lake County will improve that intersection and install permanent lights
at a cost of approximately $275,000. The Zaremba Group, the original developer
of the Quentin Collection agreed to pay for traffic lights at that intersection and
the question is whether its agreement pertained to temporary or permanent lights.
The Village is contractually obligated to pay the County for the permanent lights
and Kildeer is exploring whether the money for the permanent lights can be
obtained from Zaremba’s successor, Centro Properties, or Centro’s successor the
Blackstone Group, or some other source.

It is anticipated that improvements to Route 22 east of Quentin Road will be
started by the Illinois Dept. of Transportation in the next five years. Part of that
project can include a sidewalk/bike path that can connect to Egret’s Marsh and
Herron’s Creek Forest Preserve. The Village’s cost of it’s portion of the project,
including the partial cost of the traffic light improvement at the realigned S.
Krueger Road, is estimated at $150,000. This project completes the regional
network of paths that connects Kildeer with Citizen’s Park and Cuba Marsh to the
southwest and Herron’s Creek on the northeast.



I would like to express my appreciation to all Board Members for their input during the
preparation of the Recommended Budget. Finance Manager Annette Zborowski and
Police Chief Lou Rossi deserve special recognition for the time and effort they devoted to
this project.
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Property Tax Bill

Assuming that your house has a fair market value of $700,000 your property tax bill
would be approximately $13,717. The Village of Kildeer only receives $460 of the
$13,717 (See figure 1). The remaining $13,257 is distributed to other taxing bodies.

Other Taxing Bodies- 97%
Village of Kildeer- 3%

Kildeer
3%

The Village will receive approximately $694,000 in property taxes in fiscal year 2011-
2012. According to the 2010 census there are 3,980 residents in Kildeer. On average,
each person pays $174 in property taxes. The total expenditures by the village in this
fiscal year are projected to be $4,207,525. On average, that equates to $1,057 per person.
From an investment perspective, each resident pays $174 and receives the benefit of
$1,057. That translates to nearly a 16 % return on investment, an almost unheard of rate
in today’s economic life.

It pays to live in Kildeer.



A Unigue Village in a Natural Setting

How to Read the Budget

Each line item in the Budget is associated with an 8 digit account number. The
first 2 digits identify the fund, the next 2 digits identify the department, and the next 4
digits identify whether it is an expense or a revenue item. If the last 4 digits are between
3000 — 3999 then the item represents revenue. If the last 4 digits are between 4000- 9999

then the item represents an expense.
The Budget consists of the following six funds:

General Fund (Account 10);

Motor Fuel Tax Fund (Account 20);

South Sewer District Special Service Area Fund (Account 50);
North Sewer District (Fund 61);

Central Sewer District (Fund 62); and

South Sewer District (Fund 63).

The General Fund constitutes the bulk of the Village’s operations and consists of
the following five departments:

Administration (Account 10-10);

Police — Kildeer (Account 10-20);

Police — Deer Park (Account 10-25);
Restricted Revenues (Account 10-30); and
Public Works (Account 10-40).



BUDGET 2011-2012

SUMMARY PAGE

FY 2007-2008 FY 2008-2009 FY 2009-2010 FY 2010-2011 FY 2010-2011 FY 2011-2012

ACTUAL ACTUAL ACTUAL BUDGET PROJECTED BUDGET

GENERAL FUND

Revenues 4,302,046.00 4,123,699,00 4,183,333.17% 4,577,710.00 6,152,045.00 4,160,525.00
Restricted Revenues Carryover 18,000.00 - 32,000.00
Sinking Funds 35,000.00 - 15,000.00
Total 4,302,046.00 4,1232,699.00 4,133,383.17 4,630,710.00 5,152,048.00 4,207,525.00

Expenditures

Admin 608,665.00 753,515.20 896,692.50 1,080,511.00 2,722,659.00 €41,019.00
PD- Kildeer 1,811,478.00 1,617,985.00 1,545,980.40 1,648,170.00 1,542,317.00 1,484,003.00
PD- Deer Park 1,125,054.00 1,095,030.00 1,031,623.61 1,488,227,00 1,313,052.00 1,400,003.00
Restricted Revenues 7,291.00 5,723.00 4,164.95 6,000.00 5,297.00 182,500.00
Public Works 8£9,113.00 410,239,00 408,621.65 407,800.00 275,405.00 300,000.00
Facility 270,306.00 257,159.00

Total 4,691,907.00 4,145,651.20 3,887,090.11 4,630,710.00 5,858,760.00 4,207,525.00

Fund surplus (deficit) (389,861.00) (21,952.20) 296,293.06 = 283,288.00 -




BUDGET 2011-2012

SUMMARY PAGE

FY 2007-2008

FY 2008-2009

FY 2005-2010 FY 2010-2011 FY 2010-2011 FY 2011-2012

ACTUAL ACTUAL ACTUAL BUDGET PROJECTED BUDGET
Revenues 117,834.11 112,543.69 105,718.16 110,250.00 129:4325,00 100,250.00
Carryover 160,000.00
Expenditures 200,000.00 130,000.00 120,000.00 165,000.00 165,000.00 100,000.00
Fund surplus (deficit) (82,165.29) (£7,456.31) (14,281.84) 105,250.00 (35,675.00) 250.00
L] L]
Capital Projects
Revenues 445.75 687,644 .00 800,000.00
Expenditures 76,760.00 850,000.00
Fund surplus (deficit) 445,75 610,884.00 (50,000.00)
Revenues 53,053:.63 206,484.20 286,575.5¢ 2%0,000.00 288,289.00 300,000.00
Expenditures 96,700.00 289,200.00 287,540.00 287,540.00 287,120.00 300,000.00
Fund surplus (deficit) (43,646.37) 17,184.20 (964 .44) 2,460.00 11,169.00 -
Revenues 95,666.2C 281,602.00 182,484 .61 184,051.00 198,111.00 128,460.00
Carryover 50,000.00 200,000.00
Expenditures 125,545.01 203,573.,33 189.635.24 233,304.00 199,437.00 398,460.00
Fund surplus (deficit) (29,873.76) 78,028.67 (7,150.63) 747.00 {1,326.00) -
Revenues 178,299.00 240,239.19 243,753.45 244,449.00 246,900.00 24F,500.00
Carryover 200,000.00 620,000.00
Expenditures 134,859.01 218,574.05 188,296.55 440,980.00 161,507.00 858,276.00
Fund surplus (deficit) 43,539.99 21,665.14 £5,49¢.90 Z,452.00 85,323.00 8,624.00
Revenues 156,361, 57 225,354.00 221,443.08 242,752.00 253,4€32.00 286,433.00
Carryover 55,000.00 200,000.00
Expenditures 140,918.23 182,684.45 213,847 .9%¢ 294,844 .00 265,871.00 451,483.00
Fund surplus (deficit) 15,443 .34 43,269.55 7:495.12 2,885.00 (12,402.00) 5,000.00
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