TO: The Honorable Mayor and Members of the City Council

FROM: Mary Ellen Bechtel, City Manager
Steven A. Tate, Director of Finance

DATE:  April 18, 2022

RE: Fiscal Year 2022-2023 Budget

Attached is the proposed fiscal year 2022-2023 budget for your consideration. We prepare a budget for all
funds except the Police and Firefighters’ Pension Funds. Our total City-wide budgeted expenditures for
the fiscal year ending April 30, 2023 are $79,344,593.

GENERAL FUNDS BUDGETARY HIGHLIGHTS:

The General Funds are made up of the General Corporate Fund and the Aquatic Zoo Fund. Together, they
comprise the major operating fund of the City. We have separated the Aquatic Zoo Fund from the General
Corporate Fund to track its operating results.

The General Corporate Fund is expected to end 2021-2022 with an operating surplus of $234,958 which
includes transfers of $2 million each to the Capital Projects and Quality of Life Funds. This surplus is
attributable to operating revenues expected to be $3,290,374 over budget and operating expenses are
expected to be $839,409 under budget.

The General Corporate working fund balance for Operations projected on April 30, 2023 in this fund is
$8,586,688, with total expenditures for Operations projected at $15,500,767. We have proposed a surplus
in operations of $81,749 in the General Corporate Fund for the year ended April 30, 2023. After this
surplus, we expect to have 6.6 months’ worth of operating expenditures in our operating working fund
balance.

2022-2023 will be the fifth full year since we raised the fees for liquor and video gaming licenses. We had
no increase in our property taxes from the previous year, with the Council passing a 0.25% increase in our
Home Rule Sales Tax, effective July 1, 2020, to subsidize the tax levy for the three pension funds of the

City.

As discussed more completely below, our self-insured health insurance rates were not increased on January
1, 2022 for the fifth year in a row. We have also budgeted for no increase on January 1, 2023.

General Corporate’s repayment for labor and equipment from the Motor Fuel Tax Fund has been zero for
four years and has also been budgeted at $0 for 2022-2023. We hope to be able to continue this “no charge”
in the future.

The City manages the Aquatic Zoo with internal staff. Revenues were $36,465 under budget for the
prior year. This has resulted in the fund to have a negative working fund balance of -$157,143 on April
30, 2022. Tt is estimated to have a projected operating deficit for 2022-2023 of -$245,171. 2022-2023
will be the ninth season of operations.




SPECIAL REVENUE FUNDS BUDGETARY HIGHLIGHTS:

The City has eleven “Special Revenue Funds” whose revenues are earmarked for specific purposes and are
not to be used for general operating purposes.

Included in this class of funds is the Quality of Life/Economic Development Fund. This fund is limited to
expenditures that improve the quality of life of our citizens or provide economic development to our city
and accounts for the 0.5% Home Rule Sales Tax started on July 1, 2012. We are projecting a total working
fund balance on April 30, 2023, of $416,662 in this fund.

General Corporate Capital Projects Fund is another Special Revenue Fund, created on May 1, 2012 to
account for the 1% Food and Beverage Tax, 2 cents per gallon Diesel Fuel Tax, and the additional 1%
Telecommunications Tax which have been restricted by the City Council to be used to finance capital and
infrastructure expenditures and related debt service expenses. These restricted funds, in addition to
occasional transfers from the General Corporate Fund, are used to pay the debt service on a portion of the
2010 and 2012 bonds, which were later refunded in September 2020, other loan debt service expenditures,
and various capital and infrastructure improvements. This fund is projected to have a total working fund
balance of $290,941 on April 30, 2023. In the Capital Projects Fund, we are proposing to spend a total of
$5.34 million for capital and infrastructure expenditures and related debt service expenses during 2022-
2023.

Also included in the Special Revenue Funds is the Home Rule Sales Tax Fund, which was created to
account for the 1% Home Rule Sales Tax that went into effect on January 1, 2018. The City Council
restricted the use of this funding to expenses incurred for capital construction projects for the Water and
Sewer Funds, capital vehicle and equipment purchases for all City Departments, capital expenditures for
road construction or road maintenance, early retirement of existing indebtedness and nuisance abatement
expenditures including demolition of dangerous and dilapidated structures. A total of $6.14 million of the
2020 general obligation bonds was allocated to this fund for various road projects. The annual payments
for these bonds will be approximately $373,000. A total of $7.75 million has been budgeted in this fund
for equipment, capital and infrastructure expenditures in 2022-2023.The working fund balance in this fund
is projected to be $160,774 on April 30, 2023.

A Special Revenue Fund, the Pension Sales Tax Fund, was created for the 0.25% Home Rule Sales Tax
that went into effect on July 1, 2020. This sales tax will subsidize the property taxes levied for pension
funds, including IMRF, FICA, Medicare, Police Pension and Firefighters’ Pension. The working fund
balance in this fund is projected to be $1,401,639 on April 30, 2023.

PROPRIETARY FUNDS BUDGETARY HIGHLIGHTS:

The City has four “Proprietary Funds™ whose operating expenses are intended to be funded by their
operating revenues.

The Sanitation Fund records the revenues and expenses associated with garbage collection, recycling, yard
waste pick-up and bulk trash pick-up. The monthly rates were last changed to $19.00 per month effective
May 1, 2016. We are proposing a $2.50 per month per customer increase effective May 1, 2022 to offset
the annual contract increases with Republic and rising fuel costs. We are hopeful that with the increase in
revenues the fund will have a working fund balance on April 30, 2023 of $5,039.




The City maintains a self-insured Health Insurance Fund, which is also treated as a Proprietary Fund. Itis
considered an “Internal Service Fund”. The City’s health insurance is one of its largest line-item expenses.
We did not have increases from the beginning of 2018 through 2022, after substantial increases during
2016 and 2017. Also, we are estimating no increase in our rates effective January 1, 2023, Effective May
1, 2016, we transferred our health insurance coverage for 56 retirees to Medicare Plan F coverage and have
since transferred additional retirees to this plan. We are projecting a working fund balance of $3,327,876
on April 30, 2023.

The Public Utilities - Water Fund operates the water distribution system of the City. The Water Fund is
projected to have an operating surplus of $649,080 for 2021-2022. The fund is also projecting a working
fund balance for operations on April 30, 2023 of $528,400 and total expenditures for operations of
$3,981,225. We are proposing $7.04 million of capital expenses, infrastructure improvements and related
debt service expenses in the Water Fund for 2022-2023. Approximately 19.5% of the 2010 and 2012
general obligation bonds were allocated to the water fund. These bonds were refunded in September 2020,
which resulted in an annual payment reduction of roughly $188,000.

The Public Utilities - Sewer Fund operates the sanitary sewer systems of the City. The Sewer Fund was
separated out of the previous Public Utilities Fund on May 1, 2018, leaving the Water Fund to operate
separately as well. The Sewer Fund is projected to have an operating deficit of -$142,096 for 2022-2023,
a working fund balance for operations on April 30, 2023 of $428,563 and total expenditures for operations
of $3.165 million. We have projected again an operating transfer from the Water Fund to the Sewer Fund
in the amount of $332,000 to partially offset the operating deficit of the Sewer Fund. We are proposing
$8.3 million of capital expenses, infrastructure improvements and related debt service expenses in the
Sewer Fund for 2022-2023. We are also proposing a 5% increase in the sewer rate effective May 1, 2022
to offset the rising cost of operations.

Water and Sewer revenue from a 3% rate increase on May 1, 2009 and 3% rate increases on November 1,
2009, 2010, 2011, and 2012 have been restricted by the City Council for capital, infrastructure, and related
debt service expenses. These funds are being separately accounted for in the Water and Sewer Funds.

Effective November 1, 2016, and each November 1 since then, an additional 2% increase in water and
sewer rates was implemented and was also restricted by the City Council for capital, infrastructure, and
related debt service expenses. These funds are being separately accounted for in the Water and Sewer
Funds.
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