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Mission Statement

Our Mission is to enhance the quality of life in Carol Stream
through the delivery of excellent public service in a fiscally

responsible manner.

Core Values

Accountability
Acceptance and responsibility for individual and organizational actions to both

internal and external parties.

Communication
The continual imparting or exchange of thoughts, opinions, or information by

speech, writing, or signs.

Cooperation
The process of working collaboratively or acting together as a team for a common

purpose or goal.

Integrity
Adherence to principles of morality; soundness of moral character; honest, ethical

and sincere.

Respect

Understanding the importance of others, threating everyone with courtesy and

dignity, remaining calm in challenging situations and using appropriate methods of
engagement (empathy, humor etc...) based on circumstance.
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TO: Mayor and Trustees

FROM: William Holmer, Village Manager

DATE: April15,2026

RE, 2027 -2029 Financial Plan
and Fiscal Year 2027 Budget

Transmitted with this letter is the approved fiscal year 2027 annual Village Budget which begins

on May l, 2026. This one-year budget of programs, services, revenues and expenditures is

incorporated into the broader 2027-2029 Financial Plan. A multi-year focus affords us the

opportunity to expand our fiscal planning horizon to better facilitate future decision making. The

result of this is a document that includes projections, which can be made with a reasonable

degree of certainty while providing insight into the future impact of today's decisions.

FOUNDATIONS OF FINANCIAL PLAN

The Financial Plan is built upon established statements of principle, organization mission
statement and budgetary, economic and community development and service policies. In
addition, following each biennial municipal election cycle, the Village Board and Executive Staff
participate in a strategic planning exercise to identify and prioritize current and future issues

impacting the community. In combination, these lead to identifring the specific resources

needed to provide our residents with the services, products and quality of life they enjoy. The

most recent strategic planning retreat was conducted in September of 2025.

The Budget and Financial Plan consist of much more than columns of numbers. Included herein

the reader will find substantive narrative discussion of all operating program areas, notable

accomplishments in the previous fiscal period, and goals and objectives of the new fiscal year,

which provide specific details on how the community's resources are utilized.

Historically, the Village has prepared a program-based budget which has served the community
well for decades. Throughout the budget, many department-wide budgets are subdivided into
line-item budgets for each individual program that make up the department's activities and

services. We feel this approach to budgeting reports the most detailed and comprehensive

reflection of all costs associated with the provision of various services provided to the

community and provides the Village Board and management invaluable information in the

planning and decision-making process.
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The 2027-29 Financial Plan consists of three basic elements: Operating Plan and Budget,

Capital Improvement Program and Budget, and Special Funds.

OPERATING AND BI]DGET

The operating component of the annual Village budget is made up of those funds which provide

many of the traditional day to day services delivered to the community and makes up 73.3Yo of
all budgeted resources in FY27. Operating Funds include the General Corporate Fund and

Water and Sewer Fund.

The General Fund is categorized as a "Govemmental Fund" as its services are primarily
financed through general taxation, intergovernmental revenues, licenses and permits, fines and

forfeits, and charges for services. In most instances, there is not a direct relationship between the

collection of a specific tax and a service provided in governmental funds. The General Fund

provides for general government services including police protection, planning and zoning

activities, public works activities such as roadway maintenance, snow and ice control, parkway

tree maintenance and maintenance of public rights of way, permit review and code enforcement,

financial management, and general administrative activities of the Village.

The Water and Sewer Fund is categorized as an "Enterprise Fund" where a schedule of user

fees is established and designed to fully finance the system's operation and continued
maintenance. Rates charged to users must be sufficient to meet the daily operational costs of the

systems as well as the planned rehabilitation and replacement of its capital components. In
addition to purchasing the Village's supply of Lake Michigan water through the DuPage Water

Commission, the Village is responsible for maintaining all water and sewer system components

including water transmission mains, pressure adjusting stations, reservoirs, hydrants, meters,

water storage structures, backup well water systems, sanitary sewage collection mains, and

subsequent treatment at the Water Reclamation Center.

As a service provider, the Village's largest single operating cost is personnel, representing 54.6%

of total operating fund expenditures. The total FY27 regular full-time-equivalent (FTE)
personnel complement is 164.98, no change from FY26 authorized staffing levels. The

Village continues to approach changes in staffing levels very deliberatively, in conjunction with
an evaluation of current service demands and opportunities to enhance operational efficiency and

effectiveness.

Pension and group health insurance costs represent a significant portion of annual personnel

expenditures (32.8%). These costs, over which the Village has little direct control, have

historically grown at a rate greater than the Consumer Price Index (CPD or general revenues.

Total pension and health insurance costs for FY27 are projected to increase by 40.5% over the

FY26 budget.

Contributions to the Illinois Municipal Retirement Fund (IMRF) for FY27 are anticipated to
increase by 15.2% compared to the FY26 budget. This is due in large part to a net increase in the

Village's required IMRF contribution rate for calendar year 2026, from l0.89Yo to I2.06Yo of
eligible payroll. The FY27 contribution to the Carol Stream Police Pension Fund, which is

computed annually by an independent actuary, is projected to increase by 67.4% compared to the
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cuffent year budget. This includes an additional $2,000,000 contribution over the actuarially
required amount to continue paying down the fund's unfunded liability. Without this

supplemental contribution, the base actuarial funding requirement represents an increase of
ll.5% over the prior fiscal year. Carol Stream has always paid 100% of its required pension

funding obligations when due.

The Village's contribution to the Intergovernmental Personnel Benefit Cooperative (IPBC), the

Village's health insurance pool, is expected to increase by 19.2% with the plan year beginning

July 1, 2025. This larger than average increase is driven by medical inflation, new technologies,

prescription drug costs, and increased utilization of services.

The use of the private sector as a supplement to Village staff is integral to providing high quality

affordable services to the community. Refuse collection, tree trimming, water reclamation center

operation, janitorial services, street light repairs, street sweeping, legal services, Geographic

Information Systems (GIS) services, engineering reviews, building inspections, major building,
street and vehicle repair, snow and ice removal, and landscape maintenance are among the more

than thirty areas where this combination works very effectively. The Village is also fortunate to

have a large contingent of community volunteers that supplement and support Village operations

on a regular basis.

General Corporate Fund

The General Fund budget forFY2T includes a projected fund surplus of $1,840,000

Projected revenues of $39,5500000 for FY27 show modest growth of $561,000 or 1.4%;o

compared to estimated year-end revenues for FY26. FY26 estimated revenues have grown by
2.0o/o compared to final audited revenues for the prior year FY25.

A summary of key revenue highlights forFY2T are illustrated below:

Property Tax - The approved property tax levy for 2025, which will be collected during
FY27,has not been increased in six (6) consecutive years due to the favorable performance of
other General Fund revenues during this time period.

Sales Tax - The largest single revenue source for General Fund operations comes from sales

tax, which makes up 53.0o/o of total projected revenues for FY27. "Sales tax", as referenced

in this paragraph, represents a number of discretely presented budgetary revenue line items

including the lYo general sales tax that all municipalities receive as its share of the 6.25o/obase

Illinois sales tax rate, the Village's 10% home rule sales tax, the lYolocal grocery tax that was

adopted on January 1,2026,the 3oh municipal cannabis retailers' occupation tax and the local

use tax.

As a reminder, Illinois eliminated the state-wide grocery tax (which only benefits

municipalities) on January 1,2026 and gave municipalities the option of continuing the same

tax, but as a local tax that will continue to be collected by the State. More than 650

municipalities elected to continue collection of the grocery tax rather than see a decrease in
funding needed to support local government services.
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A review of the lYo general Village sales tax collections over the past nine (9) years illustrates
the year-to-year volatility of the municipal portion of sales tax revenues.

Fiscal
Year

FYl8
FYl9
FY2O
FY21
FY22
FY23
FY24
FY25
FY26 est.

FY27 proj.

1% Sales

Tax

s7,275,930
6,849,570
6,888,692
6,990,947
8,551,736
9,18r,287
8,543,186

r0,335,549
11,580,000
1 1,505,000

%o Chartge

(s.4%)
(s.e%)
0.6%
r.s%

22.3%
7.4%

(7.1%)
21.0%
t2.0%
(0.6%)

Legislative changes approved on January | , 202I and January l, 2025 under the "Leveling the

Playing Field Act for Illinois Retail" have significantly broadened the Village's sales tax base

through the addition ofdestination-based sales from certain out-of-state retailers.

State Income Tax - Since 2017,the State of Illinois has actively diverted income tax

revenues owed to Carol Stream and other local govemments to fill gaps in the State budget.

This has resulted in the loss of hundreds of thousands of dollars during these years. Local
governments were furthermore prohibited from sharing in any increase in income tax

revenues generated from the 2011 increase in State tax rate from 3.00% to 5.00% and other

rate adjustments in intervening years. The cost to Carol Stream taxpayers from these actions

can be totaled in the tens of millions of dollars of lost revenues.

Municipalities and local councils of government continue to lobby Springfield to restore the

local government share of state income taxes from its current level of 6.47oh upward toward
the 10.0% share that was originally set in 1969 which remained in effect through 2010.

Unfortunately, the Governor signaled in his annual State of the State and budget address in
February, 2026 thatthe local government share of the State Income tax will again be reduced,

from 6.47%o to 6 .28o/o, in order to balance the State' s budget. Because of these actions,

revenues available to Carol Stream will decreaseby 2.9oh or $210,000 for the Village's FY27

Budgeted Expenditures of $37,710,000 for FY27 represent a net increase of $3,510,000 or
10.3% compared to the originally approved budget for FY26.

The General Fund is where the majority of day-to-day services to the community are provided.

Not surprisingly, 76.0% of all General Fund expenditures are related to personnel. Total
personnel and benefit costs in the General Fund inFY27 will inueaseby 13.0o/o compared to the

approved FY26 budget. This increase covers pay adjustments in accordance with the annual

compensation plan as well as increases in related employment benefit costs. As previously

discussed, the key driver in personnel cost increases inFY2l relates to benefit costs, particularly

health and pension plan expenditures.
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The aggregate budget for the Contractual Services expenditure category inFY27 shows an

increase of $197,832 or 2.7o/o compared to the FY26 budget. New focal areas in this category

include increased maintenance costs of Village properties as well as a new pilot program for
aquatic vegetation management in select stormwater facilities that are overgrown with algae and

other vegetation.

The Commodities expenditure category includes such items as fuel, road salt, uniforms, utilities,
equipment, and office supplies. Total budgeted commodity costs forFY2T have decreased by

$72,919 or 8.0% compared to the FY26 budget. Reductions in Police Department equipment

costs contribute to this net budgetary decrease.

Capital Outlay expenditures are the smallest component of the FY27 budget, making up just

1.8% of the total. Total capital outlay forFY2T programs an increase of $85,220 or 14.6o/o,

largely due to new equipment purchases in the Public Works Department that will enhance

operational effectiveness and roadway safety during winter snow and ice operations.

Water and Sewer Fund

The Water and Sewer Fund is established as an enterprise fund, meaning that its activities are

supported by users of these services through a system of rates and charges. Operations of the

Water and Sewer Fund are not traditionally supported by general tax revenues or other Village
revenue sources.

Budgeted FY27 operatinq expenses of $151320,633 are $1,502,151 or l0.9Yo more than FY26
budgeted operating expenses.

Water and Sewer Fund Salaries and Wages for FY27 are budgeted to increase by 5.0% over the

prior year. This includes base compensation adjustments and projected benefit cost increases.

The largest Water and Sewer Fund operating expense is the community's supply of Lake

Michigan water which is purchased from the DuPage Water Commission (DWC). The Village's
water supply contract makes up 43.2o/o of total fund operating expenses. The DWC announced a

rate increase of $0.09 per 1,000 gallons purchased to all of its member communities effective

May 1, 2026, an increase of 1.6% over the current rate. The total operating budget impact of the

projected water cost increase is an increase of $101,000 or 1.6Yo over FY26 and assumes no

increase in the amount of water purchased from the DWC.

The second largest operating contract relates to the operation of the Village's Wastewater

Reclamation Center (WRC) on Kuhn Road, which comprises 16.9% of total operating expenses.

For FY27, total WRC operating costs are projected to increase by 10.9% over the FY26 budget.

The primary driver in cost increase is significant inflation in sludge hauling and disposal costs.

FY27 begins a multi-year comprehensive water meter replacement program and implementation
of an Advanced Metering Infrastructure (AMI) network to modernize the Village's meter reading

and maintenance capabilities. This will allow the Village to become more proactive in alerting

customers of high usage and potential leaks so that they can be corrected promptly.

V1



Water and Sewer Fund capital expenses for FY27 total $3,835,000 or 20.0%o of total
budgeted fund expenses. Most of the capital budget for FY27 will be directed toward plant
rehabilitation projects at the Wastewater Reclamation Center, specifically the screw pump and

headworks replacement project as well as initial phases of replacement of key electrical system

components. These plant components are more than 30 years old and are beyond their expected

service life.

As Carol Stream continues to age, additional emphasis and resources must be dedicated to
maintain plant and infrastructure assets to meet the needs of the community for generations to
come. Our planning process includes a detailed l0-year Capital Improvement Program which
includes significant investment in the replacement of critical components of our Wastewater
Reclamation Center and also recognizes the need to begin routine rehabilitation and replacement

of more than 250 miles of underground water and sanitary sewer mains, much of which was

originally constructed in the 1970's and 1980's. Anticipated plant rehabilitations and

improvements to both water and sanitary sewer infrastructure assets are projected to require an

investment of more than $40 million over the next decade.

Since 9lo/o of all Water and Sewer Fund revenues are generated directly from user rates and

charges, periodic rate adjustments are required to keep pace with increases in operating costs as

well as ensuring adequate funds are raised to meet long-term capital infrastructure needs.

An increase in the combined water and sewer rate of $0.59 per 1,000 gallons consumed was

approved effective May 1, 2026. This represents and adjustment of 4.0%o compared to rates

approved on May 1,2025 and will result in a cost increase of $2.95 to a customer using 5,000
gallons of water per month. Historical surveys of all DuPage Water Commission municipal
customers demonstrate that Carol Stream charges among the lowest rates for both water and

sanitary sewer services.

VEMENT PROGRAM

As Carol Stream matures, increased emphasis is being placed on infrastructure maintenance and

replacement. A comprehensive Capital Improvement Plan (CIP) has been developed to address

the Village's infrastructure needs on a five (5) year planning horizon. The first three years of the
CIP are incorporated into the Village budget and Financial Plan and are presented in the

Village's Capitat Projects Fund and Motor Fuel Tax Fund. Between these two funds, a
total of 513,378,000 is budgeted to be reinvested in the maintenance of the Village's
infrastructure assets in FY27, representing approximately 17.3"h of total expenditures
authorized in the Village Budget.

FY27 continues the Village's focus on the maintenance of its stormwater utilities with the
construction of Phase II of the Klein Creek Streambank Stabilization Project at a budgeted cost

of $4,312,000 with $1,000,000 in grant assistance provided by the Illinois Environmental
Protection Agency (IEPA). Roadway and bike path improvement projects include an investment

of $7,523,000. A complete listing of planned capital improvement projects for FY27 can be

found on page 158 ofthe budget.
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The Village has historically financed its Capital Improvement Program on a pay-as-you-go basis.

As a result, the Village continues to have no general obligation or revenue bonded debt. The

Capital Improvement Plan (CIP) continues to be fully funded for the next 5 years.

SPECIAL FI.]NDS

The Village maintains a number of smaller funds which are reserved for specific purposes

Combined, these funds make up the remaining 9.4Yo of the total budget for FY27 .

Police Pension Fund

As created by State statute, the Carol Stream Police Pension Fund is established as a pension

trust fun{ the assets of which are held for the exclusive benefit of its plan participants and

beneficiaries. The pension fund receives its funding from member contributions, interest

earnings on its investments and an annual contribution provided by the Village which is

determined by an independent actuary.

The Village has a long history of fully funding its obligations with respect to pensions and

continues to maintain its objective of attaining 100% funding by 2040, the current statutory

amortization period in which liabilities must be funded. This exceeds the State imposed target of
90% fundingby 2040. The latest actuarial valuation shows the Pension Fund's funded status at

70.0% as of April 30,2025 on a market value basis.

TIF3 - North A e / Schmale Road

In December of 2011, the Village created Tax Increment Financing District 3, known as the

North Avenue / Schmale Road TIF. This TIF was established on the southwest corner of
North Avenue and Schmale Road as a means to facilitate appropriate economic incentives for
future development of this key entryway at the Village's eastern boundary'

The Village approved a Redevelopment Agreement on July 15,2013 with Caputo's New Farm

Produce to convert a portion of the redevelopment area into a retail grocery store and warehouse

operation. The negotiated developer incentive will be paid entirely from incremental property

taxes generated by the development and 50% of the sales taxes produced for a maximum term of
thirteen (13) years. In the event the established development incentive has not been paid to the

developer by that time, an additional two (2) years of incremental property taxes only will be

paid until the full incentive amount has been paid or the additional two (2) year period expires,
whichever occurs sooner.

The construction of the improvements (grocery store) was completed on October 28,2014.
Scheduled incentive payments pursuant to the developer note commenced on June 30,2015
subject to the availability of property tax increment and sales taxes as defined by the

Redevelopment Agreement.
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Equipment Replacement Fund

The Equipment Replacement Fund was established in FY21 as a means of funding the

replacement of Village fleet vehicles and large equipment. Funds are contributed by user

departments within the General and Water and Sewer Funds each year to finance a portion of
each vehicle's estimated future replacement cost over its projected service life. This method of
funding will ensure availability of funds when vehicles require replacement and is a lower cost

altemative to funding through capital lease financing.

State and Federal Asset Seizure Funds

The Village periodically receives forfeited assets through the Police Department's participation

in various State and Federal cases. The proceeds of these forfeitures are to be allocated

exclusively for authorized law enforcement purposes in compliance with State and Federal

regulations.

LOOKING AHEAD

As we are continually reminded, the Village's principal operating revenue sources are subject to

weather, economic swings, adverse legislative actions, business decisions, and the vagaries of
state and federal legislative,judicial, and regulatory processes.

Although the Village has now operated successfully for a number of fiscal cycles in the post-

pandemic era, we enter into the new fiscal period with guarded optimism. Whatever the result,

the Village will continue to act quickly to ensure maintenance of basic essential services to the

community while spending within available resources.

The entire management team has spent considerable time developing the 2027-29 Financial Plan

andFY2T Annual Budget. Particular thanks go to Finance Director Jon Batek, Assistant Village
Manager Marc Talavera and Management Analyst Paulina Gajowniczek who acted as the

Financial Plan Team to coordinate the creation of the overall plan.

Of course, your continued acceptance of this approach to municipal financial planning and

budgeting must be applauded. Critically reviewing, assessing and adjusting policies and

practices can be challenging. This, however, is necessary if the community is to continue to
progress and to remain financially stable.

The2027-29 Financial Plan serves the public interest in describing and providing the resources

for the delivery of Village services to the community we serve. I look forward to working with
you in putting this plan into action.
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Policies

INTRODUCTION

Over the years, the Village's governing board has followed a defined set of policies and

philosophies in directing the Village's fiscal affairs. Some were established when the Village
was first founded in 1959. With some adjustments, refinements and additions, these basic

policies and philosophies have been followed and have resulted in a dynamic and successful

community with a strong financial position and diverse economic base. Taking advantage of
circumstance and "the good times" has certainly contributed to the Village's financial strength,

but adherence to fundamental fiscal policies has provided the foundation for long term results.

These policies and their results have been reviewed as part of the financial planning process and

reaffirmed as the basis for developing this Financial Plan.

OVERVIEW

Policies in three major areas have been established. These are identified as Fiscal, Community
and Economic Development, and Village Services.

All of the policies within these three categories are aimed at keeping the cost of Village
government as low as possible, developing a solid diversified community and economic base,

providing excellent customer service, spreading the cost of government fairly among those

served, and future expansion paying its own way so that existing residents who paid for
community development once are not burdened with future expansion costs.

The result of these policies is a municipality that has sound and modern public facilities, offers

quality services, has not relied upon general obligation debt, and historically has been able to
meet its operating and capital needs while at the same time reserving funds for dealing with
catastrophic events should they occur. By following a set of guidelines, the Village has managed

to stay on a financially healthy course and it will continue to do so if it uses caution and

maintains the discipline of following the policies established.
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Fiscal Policies

The annual budget is built upon a series of basic financial policies and guiding principles as

established by the Village Board and Management. Although these policies are fundamental in

nature, they have contributed significantly to the historical financial strength of the Village and

demonstrate the Village's ongoing commitment to being a responsible steward of the public's

finances.

These policies have served the Village well, not just in good economic times, but particularly in

periodi of sustained economic downturn and uncertainty. Adherence to these principles help to

maintain a position that ensures the Village is able to deliver uninterrupted basic government

services on both a near-term and long-term basis. Further, well established and thoughtful policy

development contribute toward ensuring services are delivered in a cost-effective manner,

maintaining a well-diversified community and economic base, and distributing the cost of
government fairly across those it serves.

A. General

The Village of Carol Stream has a tradition of sound municipal financial management. The

multi-year Financial Plan and the Annual Budget include a set of policies to be followed in

managing the financial and budgetary affairs of the Village. These policies will allow the

Village to maintain its strong financial condition, as well as quality services now and in the

future.

B. Revenue

a. General

1. The Village endeavors to maintain a diversified and stable revenue base to shelter it from

short-term fluctuations in any one-revenue source. The revenue mix combines elastic

and inelastic revenue sources to minimize the effect of an economic downturn.

Surpluses identified but not included in the annual base-operating budget are dedicated to

capital, plant and equipment.

2. Through the Village's economic development program, the Village will strive to
strengthen and further diversifu its revenue base.

3. The Village will project revenues for the next three years and will update this projection

annually. Each existing and potential revenue source will be reexamined annually or

more often if needed.

4. The Village will maintain a revenue monitoring system to assist in trend analysis and

revenue forecasting.
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Fiscal Policies

5. The Village will oppose State and/or Federal legislation that will mandate costs to units

of local government without providing a new or increasing an existing revenue source to

pay those costs.

6. The Village follows a "cost of service" approach which results in user fees, rates and

customer charges being sufficient to cover the cost of providing the service. Each year

the Village will establish user fees, rates and charges at a level related to the cost of
providing the service and to adjust for the effects of inflation.

7. The Village will set fees and user charges for each enterprise fund, such as Water and

Sewer, at a level that fully supports the total direct and indirect cost of the activity.
Indirect costs include the cost of annual depreciation of capital assets.

8. The Village 'will not use one-time revenue for continuing expenses. All new and

continuing expenses will be based on known and conservatively projected revenue

sources. The identification of new, but one-time revenue opportunities (i.e. state and

federal grants) will be used to fund one-time expenses such as capital equipment
purchases and small capital projects not involving on-going operating expenses.

9. The operating reserve may be used to supplement the budget during a financial downtum.
The use of the reserves must be authorized by the Village Board and a plan to replenish

the reserves to the required level should accompany the request to use the funds.

b. Property Taxes

1. Properly taxes are used as a general revenue ofthe General Fund and support day to day

Village operations to further the Village's broad mission of providing for the safety and

welfare of the general public.

2. The Village will endeavor to minimize its use of the properly tax to the extent

practicable. Increases in the property tax that are needed to meet the Village's
operational goals and objectives should be considered only after a thorough evaluation of
available expenditure reductions and/or enhancements in revenues from current or
altemate sources is undertaken.

C. Expenditure

1. The Village will maintain a level of expenditures which will provide for the public well
being and safety of the residents of the community.

2. Expenditures will be within the confines of generated revenue. The operating reserve

may be used to supplement the budget during a financial downturn.
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Fiscal Policies

3. The Village will maintain expenditure categories according to state statute and

administrative regulation.

4. Services will parallel and adjust to the Village's inelastic revenue sources in order to
maintain the highest level of service. During periods of economic uptum, long-term
expansion of core services will be limited to the anticipated increase of those sources.

5. The Village will forecast its expenditures for each of the next three years and will update

this forecast annually. Expenditure forecasts will be cognizant of the elastic and inelastic

structure ofrevenues.

6. The Annual Operating Budget and Financial Plan and Capital Improvement Program

should provide for adequate design, construction, maintenance, and replacement of the

Village's capital plant and equipment.

7. A performance based employee compensation package consistent with sound economic
policies of the Village of Carol Stream is maintained to recruit and to retain qualified

employees.

D. Debt Management

Although the Village has infrequently utilized indebtedness as a means of financing capital

improvements or major purchases, the Village has adopted a Debt Management Policy which
has the following purpose:

The Debt Management Policy sets forth comprehensive guidelines for the financing of
capital projects and infrastructure. It is the objective of the policy that (l) the Village
obtain financing only when necessary, (2) the process for identifying the timing and

amount of debt or other financing be as efficient as possible and (3) the most favorable

interest and other costs be obtained.

The Debt Management policy can be found in its entirety on the Village web site at

carolstream.org.

E. Cash Reserve Policy

The Village will maintain operating cash reserve balances for its operating funds (General

Corporate Fund and Water and Sewer Fund) as a means of meeting the Village's cash flow
requirements and to provide a liquidity buffer to protect against short-term revenue losses,

delays in State funding, or other unplanned significant expenditures. Reserve balances will
be established in accordance with parameters set forth in this policy.
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Operating reserves will be established based on annual "net budgeted expenditures" of the

fun{ which shall be defined as total budgeted expenditures minus capital expenditures.

Cash balances subject to the reserve policy shall exclude cash deposits, escrows, or other

amounts held by the Village on behalf of third parties.

The Village Board may, from time to time, establish "special operating reserves", which may

be maintained in addition to standard operating reserve balances. Generally, these may be

established to support special programs or projects as approved by the Village Board (e.g.

Emerald Ash Borer Reserve). These special operating reserves may be established as a
percentage of net budgeted expenditures or as a fixed dollar amount which is reduced as

qualifi ed expenditures are incurred.

General Corporate Fund

The General Corporate Fund shall maintain an operating cash reserve balance at a

minimum of 25o/o of annual net budgeted expenditures.

In the event cash reserve balances exceed 25o/o of net operating expenditures, the excess

amount over the 25oh minimum may be:

l. Retained in the General Fund upon direction of the Village Board.

2. Transferred to the Capital Projects Fund for ongoing Village infrastructure
improvements.

3. Used for any other purpose as the Village Board may direct and approve.

Transfers or other disposition of balances in excess of the policy minimum need not take

place more frequently than once annually and should generally be directed on or near the

time of the adoption of the annual budget, or as soon as is practicable thereafter.

Water and Sewer Fund

The Water and Sewer Fund shall maintain an operating cash reserve balance at a

minimum of 25o/o of annual net budgeted expenditures. All other fund reserve balances

shall be designated as "capital reserye" balances and will be used to support the

construction, repair, rehabilitation or replacement of capital assets serving the combined

water and sewer utilities.

If fund balances are used to support one-time capital or other non-operating expenditures, the

funds must be specifically appropriated by the Village Board and a plan to replenish the

reserves to the required level should accompany the request to use the funds.

5
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F. Cash Manasement

1. An investment policy has been adopted by the Village Board. The investment policy
provides guidelines for the prudent investment of the temporary idle cash and outlines the

policies for maximizing the efficiency of the cash management system. The ultimate
goal is to enhance the economic status of the Village while protecting its pooled cash.

2. The cash management system is designed to accurately monitor and forecast expenditures

and revenues, thus enabling the Village to invest funds to the fullest extent possible. The

Village attempts to match funds to projected disbursements.

3. In order to maximize interest eamings, the Village commingles the cash of all funds

excluding the Police Pension Fund. Interest revenue derived from commingled cash is

allocated to the participating funds monthly based on the relative cash balance of each

tund.

4. Criteria for selecting investments and the order of priority are

a. Legal. The investment program must be in conformance with federal laws, state

statutes, local ordinances, and internal policies and procedures. State statutes govern

the investment of public funds and provide the general framework for investment

activity and fiduciary responsibilities.

b. Safety. The safety and risk associated with an investment refers to the potential loss

of principal, interest or a combination of these amounts. The Village only invests in
those investments that are considered safe.

c. Liquidity. This refers to the ability to "cash in" at any moment in time with a

minimal chance of losing some portion of principal and interest. Liquidity is an

important investment quality especially when the need for unexpected funds occur

occasionally.

d. Yield. Yield is the potential dollar earnings an investment can provide, and

sometimes is described as the rate of return.

G. Accountine" Auditins and Financial Reoortins Policies

1. The Village will establish and maintain a high standard of accounting practices in
conformance with Generally Accepted Accounting Principles (GAAP) for governmental

entities as promulgated by the Governmental Accounting Standards Board (GASB).

2. The accounting system will maintain records on a basis consistent with accepted

standards for local government accounting (according to GASB).
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3. Where possible, the reporting system will also provide monthly information on the total

cost of specific services by type of expenditure and, if necessary, by Fund.

4. An independent firm of certified public accountants will perform an annual financial and

compliance audit according to Generally Accepted Auditing Standards (GAAS) and will
publicly issue an opinion which will be incorporated in the Comprehensive Annual

Financial Report.

5. The Village will use the modified accrual basis of accounting for its governmental funds

(general, special revenue, capital projects and debt service funds). Revenues are

recognized in the accounting period which they become available and measurable.

Expenditures are recognized in the accounting period in which the liability is incurred.

6. The Village will use accrual basis accounting for its proprietary funds (enterprise and

internal service funds). Revenues are recognizedinthe accounting period they are earned

and become measurable. Expenses are recognized in the accounting period in which the

liability is incurred.

7. The Village will promote full disclosures in its annual financial statements and its bond

presentations.

7
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1. The Village encourages controlled growth of the community following an official
Comprehensive Plan for development.

2. Firm but fair enforcement of up to date codes.

3. Actively promote Village as a location for high-end industrial and commercial enterprise,

utilizing available economic incentives to encourage business to choose Carol Stream.

4. Emphasize business "retention" as an important part of economic development.

5. Encourage a mix of residential housing type to appeal to a wide range of people. Emphasis is

placed on encouraging single family detached "higher end" housing as the Village has

iufficient multi-family and single family attached housing stock and recently, age restricted

residential development has been encouraged.

6. The Village will continually stay abreast of and pursue any potential development or

redevelopment opportunities.

8
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1. Provide essential traditional government services efficiently and well.

2. Encourage community-based approaches to identifying community needs and for fulfilling
them.

3. Emphasis on preventive measures and practices rather than cures

4. Encourage innovative organizational, administrative and operational practices and

procedures.

5. Maintain a balance between services provided by Village employees and those provided by

private sector, utilizing cost effectiveness and quality measures as determinants.

6. No new Village service without establishment of a specific identifiable revenue source to

tund it.

7. Personnel and other resource levels are adjusted to provide present programs and levels of
service as defined in keeping with the principles of the plan established by the Village Board.

If necessary and feasible, staff will be added to maintain the current service levels.
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