FY2013 ADOPTED BUDGET

GFOA BUDGET AWARD
TABLE OF CONTENTS
LONG RANGE FINANCIAL PLAN

2-1



G

EOWERMMENT FINANCE OFFICERS ASSOCIATION
Distinguished
Budget Presentation
Award

TRESEMTED TO

Village of Downers Grove

Hlinois

Torthe  Fizcal Year Beginning

Jamaary 1, 2012

Pousidanl

Errg e Dirsrler

The Government Finance Officers Association of the United States and Canada (GFOA) presented a Dis-
tinguished Budget Presentation Award to the Village of Downers Grove, Illinois for its Annual Budget
for the fiscal year beginning January 1, 2012. In order to receive this award, a governmental unit must
publish a budget document that meets program criteria as a policy document, as an operations guide, as a

financial plan, and as a communications device.

This award is valid for a period of one year only. We believe our current budget continues to conform to
program requirements, and we are submitting it to GFOA to determine its eligibility for another award.
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LONG RANGE FINANCIAL PLAN

The Long Range Financial Plan (LRFP) Report and Summary, which are included in this section, were released in
May 2012 and approved by the Village Council on June 19, 2012. The report provides an overview of the Village’'s
financial planning efforts and serves as a foundation for the development of the FY2013 Proposed Budget.

Each year, the Village updates the Long Range Finan-
cial Plan (LRFP) to identify financial trends and issues
and to develop strategies and solutions to guide finan-
cial and operational decisions. The LRFP, which has a
three to five year horizon, is used to prepare annual
municipal budgets and to guide day-to-day operations.
The Village has been preparing Long Range Financial
Plans in this manner since 2009. The financial planning
process is a key component to achieving the Village’'s
Strategic Plan goal: Steward of Financial & Environ-
mental Sustainability.

The Village Council will meet on Tuesday, May 8, 2012
following the Village Council meeting to review and up-
date the Long Range Financial Plan. Staff will provide
an overview of the current plan including the issues
and recommended strategies, outline the key actions
taken during the past 12 months in support of the plan,
discuss the results of these key actions, and present
the recommended updates to the plan. Staff will pre-
sent the information as shown on the attached 2013-
2015 Long Range Financial Plan Summary.

Long Range Financial Planning History

Since 2010 the Village has successfully implemented
the recommendations of the LRFP.

The plan has resulted in:

The elimination of a structural gap in the General
Fund

Expense reductions in the General Fund of over $5
million

The restructuring of the Water Fund to achieve
long-term sustainability

The authorization to create a Stormwater Utility to
fund all components of the stormwater manage-
ment system

The issuance of a $25.0 million bond to reconstruct
streets that have fallen into disrepair

The elimination of the operating deficit for the
Grove Commuter Shuttle bus system

Standard & Poor’'s commented on the Village’s financial
planning and management practices in a recent bond
rating report which affirmed the Village's AA+ rating
stating that:

Downers Grove's financial management practices are
considered ‘strong’ under Standard & Poor’s Financial
Management Assessment, indicating that practices are
strong, well-embedded, and likely sustainable.

The stable outlook reflects Standard & Poor’s expecta-
tion that Downers Grove will continue to maintain bal-
anced operations and very strong reserves. The Village
has consistently demonstrated an ability to make struc-
tural budget adjustments in response to adverse condi-
tions, and we expect this to continue. The Village's
close monitoring of daily operations, combined with an
emphasis on identifying long-term budget challenges
and strategies, supports our expectation that balanced
operations will continue.

Summary of the Current LRFP

The current version of the LRFP, 2012-2014, identifies
trends and issues and includes strategies to address
the issues in four major areas including:

General Fund

Water Fund

Transportation Fund

Capital & Infrastructure

General Fund

Issue: Expenses, which consist primarily of personnel-
related expenses, are projected to increase at a rate of
3 to 4% per year while revenues are projected to in-
crease at a rate of 1 to 2% per year.

Strategies: The LRFP recommends that the Village
pursue the following strategies to address the potential
gap between revenues and expenses.

Increase Operating Efficiencies

= Continuous Improvement

= Culture of Lean

= Increase Use of Technology

Reduce Personnel Expenses

= Monitor & Adjust Benefit Plans As Needed
= Change Post Employment Benefit Plan

= Create Employee Wellness Program

= Create Risk Reduction Program

Partner with Others

= Capture Economy of Scale

= Enhance Revenues

= Reduce Net Operating Expenses
Enhance Revenue Base

= Economic Development

= Annexation Initiative

Adjust Property Tax Levy as Needed
Consider Other Revenue Enhancements as
Needed



LONG RANGE FINANCIAL PLAN (conminuep)

Key Actions: During the past year, the Village has
taken many steps in support of the recommended
strategies. Four of the key action items are summarized
below:

Annexed Properties — On January 1, 2012, the Village
annexed over 430 properties. These properties were
annexed to ensure that Village services are provided in
an efficient manner and paid for equally by those who
benefit from them. The Village’s property tax base was
increased by $28.4 million. Revenue from state shared
revenue sources and other population based revenues
will increase in the coming years.

Changed Responses to Certain Fire Calls for Service —
In February, the Fire Department revised its response
guidelines to reduce the number of vehicles that re-
spond to certain calls for service (activated fire alarms
not accompanied by a 9-1-1 call or other signs of
smoke or fire). The change was made to reduce the
number of vehicles responding to calls while sending
only the vehicles likely to be used. With this change,
the Village is now sending one engine to respond to
certain activated fire alarm calls. Under the previous
response guideline, the Village sent five Village vehi-
cles and mutual aid vehicle to these calls. The change
is designed to reduce fuel expenses, reduce vehicle
maintenance expenses, extend the life of the vehicles,
and reduce the number of mutual aid responses from
other fire departments. However, the response guide-
lines still ensure that the appropriate number of vehi-
cles will be ready to respond in the case of a fire. From
February 6 to March 29, the Fire Department reduced
the number of vehicle responses by 189 and mutual aid
responses by 42.

Entered Into Agreements for Vehicle Maintenance —
The Village entered into agreements with School Dis-
trict 58 and SEASPAR to provide maintenance services
for their vehicles. These agreements reduce the net
cost of operating fleet maintenance services. Under this
partnership, the other entities can access services that
lower their costs, and the Village can share the fixed
cost for maintenance services that are already being
provided.

Implemented Joint Dispatching Center — In June 2011
the Villages of Downers Grove and Westmont began
operating consolidated dispatching services for police
and fire 9-1-1 emergency calls. By reducing overhead
costs and sharing operational expenses, the joint dis-
patch center results in an annual savings of $300,000
for Downers Grove and $220,000 for Westmont. In ad-
dition to reducing costs, this joint operation provides an
enhanced level of service via a "fire-desk." This mode
of operation features trained personnel, on duty at all

times, to handle the intricacies of dispatching fire and
EMS (paramedic) related calls. An intergovernmental
agreement approved by both municipalities in Septem-
ber 2010 provides the framework in which Downers
Grove receives and dispatches Westmont police and
fire 9-1-1 calls and monitors police and fire

radio traffic on a 24-hour per day basis. Under the
agreement, Westmont pays for 40% of the total cost of
the consolidated dispatch center and Downers Grove
pays 60%, based on call volume. Using this innovative
approach, Downers Grove's dispatching center went
from serving a residential population of approximately
50,000 to serving a residential population of approxi-
mately 77,000. The Village of Westmont has eliminated
its physical dispatch center and moved operations to
the Downers Grove Police Department.

Results: These key actions in conjunction with the im-
plementation of the broader set of goals have resulted
in the following:

An increase in the General Fund balance
(reserves) of $1.5 million in 2011

A balanced General Fund budget for 2012 with
revenues equal to expenses

Budgeted expenses in 2012 that are $1.4 million
less than 2007 actual expenses

Recommended Next Steps: Continue to implement
strategies

Water Fund

Issue: Water rates as of 2010 were not generating ade-
quate revenues to cover the costs of operating and
maintaining the water system in 2011 or during subse-
quent years.

Strategies: In 2010 the Village Council approved a Wa-
ter Rate Study Report which included the following rec-
ommendations:

Restructure the water rates to include a fixed rate
fee based on meter size

Increase water rates by 14% in 2011, 2012 and
2013 and lesser amounts in 2014 and 2015

Make needed improvements to the water system
Issue bonds at regular intervals to pay for water
system improvements

Key Actions: The Village changed the water billing
structure in 2011 and increased rates in 2011 and
2012. The 2012 rate increase covered the increased
cost of purchasing water from the DuPage Water Com-
mission triggered by unexpected rate increases by the
City of Chicago. Recently, the Village issued a $10 mil-
lion bond to construct replacement watermains
throughout the system. The debt service payments on



the bond will be funded by the revenue from water
rates. In 2012 the Village will be replacing watermains
in the Knottingham and Valley View subdivisions and in
other areas throughout the Village.

Results: The Water Fund is financially sustainable with
revenues from water rates that will cover the costs of
operating and maintaining the water system in 2012
and future years.

Recommended Next Steps: Continue to implement rec-
ommendations of 2010 Water Rate Study.

Transportation Fund (Grove Commuter Shuttle)
Issue: Annual operating expenses are exceeding reve-
nues resulting in an annual operating deficit. There is
an accumulated deficit of approximately $1.9 million.

Recommended Strategies: The LRFP recommends the
following strategies:

Amend the Village's agreement with Pace so that
revenues from Pace grants and bus rider fares
cover all annual operating expenses.

Dedicate General Fund interest income to retire the
accumulated deficit over time.

Key Actions: On March 11, 2012 the Village entered
into an agreement with Pace. Under this agreement, no
Village funds will be used to operate the system - it will
be paid entirely by farebox revenue and Pace funding.
The FY12 Budget includes an interest income payment
from the General Fund to the Transportation Fund.
General Fund interest income in excess of $100,000
will be transferred to the Transportation Fund to reduce
the accumulated deficit.

Results: The Transportation Fund is financially sustain-
able. The annual operating deficit has been eliminated
as bus rider fares and Pace grant funding pay for all
annual operating expenses. The accumulated deficit
will be retired over time beginning in 2012.

Recommended Next Steps: Continue to implement
strategies.

Capital & Infrastructure Systems

Issue: Currently the Village's infrastructure investment
needs exceed the revenue that is available from exist-
ing sources.

An additional $2.9 million in annual revenue is re-
quired to maintain the major components of the
Village’s infrastructure systems.

Infrastructure System Maintenance Annual Funding
Gap:

Street Maintenance ($1.3 Million)
Stormwater System Maintenance  ($1.3 Million)
Streetlight Maintenance ($0.1 Million)
Facilities Maintenance ($0.2 Million)
Total ($2.9 Million)

Streets in nine neighborhoods are in need of recon-
struction. The estimated cost of the reconstruction
projects is $25 million.

Additional stormwater capital improvements identi-
fied in the Watershed Infrastructure Improvement
Plan (WIIP) as High Priority should be constructed.

Recommended Strategies: The LRFP recommends the
following strategies:

Issue $25 million in bonds to pay for the street re-
construction projects

Make the debt service payments using the existing
revenues put in place in 2008

Use the remaining proceeds from 2008 stormwater
bond issuance to construct the High Priority WIIP
projects

Enhance revenues to address the $2.9 million an-
nual maintenance gap

= Consider creating a stormwater utility

= Consider other alternative revenues

Phase in revenues over time

Key Actions: The Village has taken the following key
actions in the past 12 months:

Authorized the Creation of a Stormwater Utility: On
April 10, 2012, the Village Council adopted a motion
directing staff to implement a stormwater utility system.
The Stormwater Utility will pay for all stormwater costs
including the debt service payments on the 2008 storm-
water bonds. Beginning in 2013 all property owners in
the Village can expect to pay a monthly fee based on a
property's impervious area.

Issued $25 Million in Bonds for Street Reconstruction
Projects: On April 10, 2012, the Village Council ap-
proved the issuance of $25.0 million in bonds to pay for
street reconstruction projects. The debt service on the
bonds will be paid with existing revenues that were put
in place in 2008. Due to an extremely low interest rate
of 3.487%, the annual debt service payments on these
bonds are approximately $300,000 less than was
projected in the current LRFP.

Continue to Construct High Priority WIIP Projects: In
2012, the Village will continue to construct the remain-
ing high-priority WIIP projects. The FY12 budget pro-
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vides $6.57 million from the 2008 bond issuance pro-
ceeds for this continued investment.

Commenced Facilities Maintenance Plan: During the
Village Council Strategic Planning discussion in Sep-
tember 2011, the development of a Facility Mainte-
nance and Management Plan was identified as one of
the Village's 2012 High Priority Action Items. Funding
was included in the FY2012 Budget to support the use
of a firm with strong expertise in the area of facility con-
dition assessments and development of such a plan.
On April 3, 2012 the Village hired the ISES Corporation
to perform a condition assessment of all major Village
facilities and provide recommendations and cost esti-
mate for long-term facility maintenance. After perform-
ing the assessment, the data and recommendations
determined by ISES Corporation will be entered into a
database that will allow the Village to develop better
long-term plans and make more informed facility
maintenance decisions.

Dedicated Local Gasoline Tax to Street Maintenance:
In 2012 the 1% local gasoline tax that originally funded
Grove Commuter Shuttle operating expenses was
moved to the Capital Projects Fund to fund street main-
tenance activities.

Results: The key actions have resulted in the following:

e Approximately $1.7 million of the $2.9 million an-
nual infrastructure maintenance gap has been ad-
dressed.

Infrastructure System Maintenance Annual
Funding Gap

Street Maintenance ($1.3 Million)
Stormwater System Maintenance  ($1.3 Million)
Streetlight Maintenance ($0.1 Million)
Facilities Maintenance ($0.2 Million)
Total ($2.9 Million)
Creation of Stormwater Utility $1.3 Million
Contribution from Local Gas Tax  $0.1 Million
Debt Service Payment Savings $0.3 Million
Total Contributions to Gap $1.7 Million

Remaining Annual Funding Gap ($1.2 Million)

e The stormwater system will be financially sustain-
able beginning with the implementation of the
Stormwater Utility in 2013.

e Street reconstructions will be completed within
three to five years.

Recommended Next Steps:
¢ Implement the Stormwater Utility in 2013
¢ |dentify new revenues during 2013 LRFP meetings
e Phase in any new revenues beginning in 2014

2013-2015 Long Range Financial Plan Summary
The table below that continues on the page to the right
summarize the Long Range Financial Plan that is de-
scribed in greater detail on the preceding pages.

General Fund

Issue Expenses Increasing 3-4% Annually

Revenues Increasing 1-2% Annually

Strategies Increase Operating Efficiencies
Reduce Personnel Expenses
Partner with Others

Adjust Fees Regularly
Enhance the Revenue Base
Adjust the Levy as Needed

Adjust Other Revenues as Needed

Key Actions
Taken in the
Past 12 Months

Annexed 430 Properties

Changed Fire Response

Executed Fleet Maintenance Agree-
ments

Reduced Staffing Via Attrition

Implemented Joint Dispatch Center

Adjusted Fees

Increased Fund Balance by $1.5MM
in 2011

Balanced FY12 Budget

FY12 Expenses $1.4MM Less than
Fyo7

Results

Next Steps Continue to Implement Strategies




Water Fund

Transportation Fund

Infrastructure Systems

Water rates not generating | Annual Operating Deficit Investment Needs Exceed Ex- |Issue
revenue sufficient to make Accumulated Deficit isting Revenue
needed improvements and
pay for increasing cost of
water
Restructure Water Rates Amend Pace Agreement to Prioritize Needs Strategies
Increase Rates Annually Cover All Costs Issue $25MM Bond for Street
Issue $10MM Bond Use Interest Income to Retire Reconstructions
Make Debt Payments from Accumulated Deficit Make Debt Payments Using
Rate Revenues Existing Revenues
Make Needed Improvements Use 2008 Bond Proceeds for
to System WIIP Projects
Enhance Revenues to Address
$2.9 MM Maint. Gap
-Consider Creating a SWU
-Consider Alt. Revenues
Phase Revenues Over Time
Restructured water rates in | Executed Amended Pace Authorized Creation of SWU Key Actions
2011 Agreement Issued $25MM Bond for Street |Taken in the
Increased Water Rates in Interest Income Payment Reconstructions Past 12 Months
2011 & 2012 Budgeted Used 2008 Bond Proceeds for
Issued $10MM Bond WIIP Projects

Making Needed System Im-
provements

Adjusted Knottingham Sub-
division Rates

Started Facilities Plan
Dedicated Local Gasoline Tax
to Street Maintenance

Water Fund is Financially Annual Operating Deficit Elimi- | Addressed $1.7MM of $2.9 MM |Results
Sustainable nated Maintenance Gap
Bus Riders and Pace Pay for | Stormwater System Will Be Fi-
All Costs nancially Sustainable
Accumulated Deficit to be Re- | Street Reconstructions Will be
tired Over Time Completed within 3-5 Years
Continue to Implement Continue to Implement Strate- [Implement the Stormwater Util- | Next Steps

Strategies Per 2010 Water
Rate Study

gies

ity

Identify New Revenues in 2013
LRFP Sessions

Phase in New Revenues Begin-
ning in 2014
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