CITY OF PARK RIDGE

MEMORANDUM

DATE: March 21, 2011

We are here tonight to hold a public hearing on the proposed budget for the City of Park Ridge for fiscal
year beginning May 1, 2011 and ending April 30, 2012.

This year, we held 7 budget workshops that were open to the public; unfortunately, due to scheduling
difficulties we did not have full participation from the City Council at each of these workshops.

We began the budget process earlier this year than in previous years, in fact, we distributed a draft budget
to the City Council on January 31%, nearly 1 month earlier than the draft budget distribution in 2010.

An early budget process can present challenges to an organization such as the difficulty of predicting or
projecting revenues and expenditures that range from 3 months to 15 months in the future. This is the
case for our City. As of this evening’s hearing, we don’t have the final figures for our annual general
liability insurance premiums, our annual worker’s compensation premiums, nor do we have the final
figures for our medical and dental plan costs. Also, the City has four different unions, the Police union
contract expired on April 30, 2010 all other union contracts expire on April 30, 2011, with negotiations
just beginning.

Whether we start the budget process early or late, we can guarantee that some of our projections will not
be correct. Looking back at last year, the total revenue budget was $58.5M and our current forecast is
$56M. The total expenditure budget last year was $58.1M and our current forecast is $55.1M. | can
guarantee, last year’s budget process did not include the discussion of a potential historic blizzard that
would require over $100K in overtime Citywide. The point is: this is a plan. We must monitor the plan
on a monthly basis and be flexible and willing to adjust priorities as circumstances arise.

What we have this year that | believe proved to be beneficial is a forecast for the current year. Because
we are projecting $56M in revenues vs. a budget of $58M, we were very conservative with our revenue
budget for 2011/2012. Although there is discussion among economists that the economy is improving,
our current sales tax and income tax figures aren’t reflecting significant growth, thus we projected
cautiously.
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Our budget includes an increase in ambulance service fees, all other user fees will remain the same level
as the 2010/11 fiscal year. The budget that was available to the public prior to this hearing included a
property tax increase of 5% in aggregate for the Library and the City. The City’s portion of the property
tax levy reflected an increase of 5.32%. As the Finance Chairman, it is my job to manage the budget
process and gauge the support for the budget from members of the City Council. Because | had concerns
that this budget would not pass with a property tax increase for the City in excess of 5%, | requested staff
to find a way to balance this budget by reducing the City property tax increase below 5%. Finance
Director Stutts, reviewed each component of the City’s portion of the property tax levy. Based on this
review, Director Stutts determined that the Municipal Waste portion of the property tax levy could be
reduced by $100,000. With this change, the property tax increase is 4.51% for the City, 4% for the
Library and 4.42% aggregate for the City and Library with the total dollar value increase equal to
$708,956. | know the Mayor does not support any increase in the property taxes and because of this the
budget does risk a Mayoral veto.

This revised proposed property tax levy is divided into 7 sub categories. The proposed budget includes
the following:

Municipal Waste — $ 3.5M, $100K reduction from last year
Library - $4.1M — 4% increase from last year

Social Security - $752K, no change from last year

IMRF - $932K, no change from last year

Fire Pension - $1.8M, 7.8% increase from last year

Police Pension - $2.0M, 9.9% increase from last year
General Fund - $3.6M, 9.9% increase from last year

A dominant topic of discussion during the budgeting process was the Police and Fire pension funding
levels. It is expected that the changes in the Illinois pension law will result in a significant reduction in
employer contributions toward the pension plans. It will be up to the City Council as to whether they will
accept the fund level suggested in the next actuarial report or fund at the levels included in this budget.
To provide a historical comparison, the City’s Fire Pension contribution in fiscal year 2007/2008 was
$718K, this year the budget is $1.875M, an increase of 161%. The City’s Police Pension contribution in
fiscal year 2007/08 was $925K; this year the budget is $2.002M, an increase of 116%. The change in
Illinois pension law was the Legislature’s attempt to address these increasing contribution levels. | would
observe that in the Fall of this year, the actuaries will update their assumptions based on the revised
Illinois Pension Law. There may be favorable revisions to the funding levels required. It will be a
determination of the Police Pension Board, the Fire Pension Board and eventually the City Council if
lower pension contributions will be provided. If those lower pension contributions would occur, the level
of the proposed Property Tax increase amount as previously described would be affected favorably.

The revised total revenue budget is: $57.1M and total expenditure budget is $57.4M. Without the use of
fund balance, the budget deficit would be a negative $285K. The Council agreed to use fund balance in
the Water Fund for $532K and the Library Fund for $170K, the result is a total budget surplus of $417K.

The expenditure budget includes the following:

Non-Union Wage Increases — 3% (no increases for new Dept. Heads)

Medical and Dental Insurance Increase — 8% (actual renewal rates not yet known)
Waste Disposal Contract Increase - 2%

Tree Trimming and Removal Decrease — 50% from previous years funding levels
IMRF Employer Contribution Rate Increase — 8%



Police Pension Contribution Increase — 8.7%

Fire Pension Contribution Increase — 7%

Community Groups — 90% of 2010/11 funding level

Sidewalk Replacement — 65% of previous years funding levels

No funding for the following capital projects, Fire Station Ramp, City Hall Roof, Reforestation
Spokesman reduced from 6 to 4 issues

Brush Removal and Meter Reading — funding for both, addition of 1 full time position

No funding from General Fund for Equipment and Vehicle Replacement Funds, 2" consecutive year that
funding is withdrawn

$1.2M to the Schools and Park District from TIF and General Fund

As we complete this budgeting process, there are some components of the budget with which we can all
agree and other components that we won’t agree on. It’s important that we continue to work together to
meet future economic challenges as a team, a team made up of the City Council, Staff and the fine
residents of the City of Park Ridge. We are part of a global economy, although the decisions we make in
Park Ridge may not impact neighboring communities, States or Countries, decisions and actions from
across the street in Chicago to across the globe in Saudi Arabia, will impact the City of Park Ridge. Our
plan will be impacted by many factors outside our control, from oil prices to federal debt levels, to Cook
County sales tax rates, to mother nature. The key to our success will be our ability to adapt to challenges
as they come and alter our spending as necessary in an effort to meet our plan.

In conclusion, my thanks to our residents, our Mayor, my colleagues on the City Council and all of our
staff. | particularly want to thank Finance Director Allison Stutts for her patience with me throughout this
process. Preparation of the annual budget is always a difficult and stressful challenge made more difficult
during these trying economic times.

Actions Taken at March 21* City Council meeting:
City Council voted to add $16,500 to the General Fund budget for the O’Hare Commission
City Council approved the budget as amended.



