CITY OF OAKBROOK TERRACE

BUDGET MEETING OF THE CITY COUNCIL MINUTES 

WEDNESDAY, MARCH 18, 2015


I. CALL TO ORDER
The Mayor called the March 18, 2015, Budget Meeting of the City Council to order at 6:00P.M. 

II. ROLL CALL

The following Aldermen were in attendance:
Present: 
Esposito, Przychodni, Swartz, Thomas, Vlach, and Mayor Ragucci
Absent:  
None
Also in attendance were City Clerk D. Greco, City Administrator A. Marrero, Police Chief W. Holakovsky, Public Services Director C. Ward, Assistant to the Mayor and Administrator M. Sarallo, Assistant Finance Director D. Mark, and Finance Consultant Aileen Haslett.

III. PROPOSED FY 2016 BUDGET DISCUSSIONS 
Marrero stated during tonight’s meeting the Capital Improvement Fund, the Capital Improvement Plan, the Police Department, the Motor Fuel Tax Fund, and the Business District will be discussed. Marrero displayed a PowerPoint presentation. 
Capital Improvement Fund 

Marrero stated Home Rule Sales taxes are the largest revenue for the Capital Improvement Fund at 98% or $1.6 million. Marrero noted the FY 2016 estimate is 3% more than the FY 2014 actual. Marrero also indicated that Home Rule Sales taxes are currently trending at 5% higher than last fiscal year with 8 months reported. Marrero stated the Home Rule Sales tax diversions for fiscal years 2010-2012 totaled $1.2 million and no diversion has been necessary for the last four (4) years.

Marrero said facility improvements continue to dominate expenditures at 90%, while bond expenses represent the second largest expenditure at 7%; infrastructure improvements comprise 2%, and equipment and services at 1% of the budget.

Marrero said this year’s Capital Improvement Fund budget discussion is going to be different from prior years. Marrero noted over a series of months, she has discussed with the Mayor the possibility of not fully renovating City Hall. Marrero said more specifically the City would finish the Police Department, and then partially renovate City Hall on our own without Harbour’s involvement. Marrero explained these discussions initially came into play due to the cost increase with the project.  Marrero noted if the City does not go through with the City Hall renovation, then a bond issue will not be necessary and significant savings will be recognized.

Marrero said the Police Station construction was scheduled to begin in 2013. However, Marrero noted due to the set-back and the soil contamination issues, the construction was delayed one (1) year.  Marrero explained because of this delay, the economy got better, materials became more expensive, the laborers received increases required by law, and now today the project’s budget is approximately $2 million dollars more than if we were to construct back in 2013.  

Marrero noted this $2 million dollar increase does not take into account non-constructions costs or soft costs, which obviously increases this bottom line even more so. Marrero said the General Fund and the Business District Fund should also be a part of this discussion. Marrero stated the General Fund experienced a six (6) figure surplus for the last couple of years, but for FY 2016 the proposed surplus is approximately $35,000. Marrero noted this is a huge variance and a cause for concern. Marrero asked the Council if it is good planning to take out an additional bond issue to fund the remainder of this project. 
Marrero discussed the Business District and stated several years back the City floated about $8 million in bonds for the developer. Marrero said the revenues will not cover the principal and interest for the bonds this year and the City will be dipping into the reserves to do so.  Marrero said given this does the City want to float additional bonds to fund the remainder of the new Police Station and City Hall renovation. Marrero said these are the questions the Council needs to ask themselves. Marrero noted the Council has a fiduciary liability and recommended the City not continue with the City Hall side of construction with Harbour for these reasons. Marrero added if the City opted to not issue bonds, sizeable interest savings would be incurred. 
Marrero said with no bond issue and a reduction of $2.2 million in the Police Station and City Hall line item, the FY 2016 budget would end with a surplus of $492,926, which is excellent considering the multiple capital projects completed over the last couple of years. 

Marrero displayed a chart detailing how major capital programming was reinstated back in FY 2013. Marrero said since FY 2013 the City will spend approximately $12 million in capital programming without taking out any bonds, which is exceptional accomplishment. Marrero said of this total $9.9 million represents the new Police Station and partial City Hall renovation. 

Marrero displayed a chart detailing that $7 million was originally included in the FY 2016 budget for both the Police Station and City Hall renovation. Marrero said if the City does not proceed with a full renovation of City Hall then this line item can be reduced by about $2.2 million for a total line item of $4.8 million.  Marrero stressed these are estimated numbers and staff did their best with factual information known. Marrero said without doing the full City Hall renovation, the City would save about 18% of the construction budget. 

Marrero said if the City Hall undergoes a full renovation as originally planned, a bond issue would be necessary. Marrero said given the financial constraints of the General Fund and the issues with the Business District she does not recommended a bond issue at this time. 

Discussion ensued regarding the costs for the partial renovation of City Hall. Marrero estimated it could cost about $300,000 or a little more to do a partial renovation of City Hall. Marrero said if the Council agrees with this condensed building plan, staff will be checking into this more and reporting back to the Council. Ragucci said the partial renovation would be done on a piecemeal basis and would not be a full gut job. Ragucci said it will be a slight remodel and include: new carpeting, painting, and removing some walls. Ragucci said the main thing would be to re-locate Building and Zoning from their trailer to City Hall and bring the Finance Department upstairs.   
Thomas asked if the City opted to proceed with a partial renovation, if this would cause any problems with Harbour. Ragucci said once we get the Council’s direction on this he would like for the City Attorney to send a letter to Harbour regarding the City’s option to not move forward with the full City Hall renovation. Esposito asked if there would be a buyout. Ragucci replied there may be a penalty the City will have to pay to Harbour. Marrero said there may be a buyout provision, but even with this there would be a significant savings. Ragucci said this is why all the bids included two (2) separate prices for the Police Station and City Hall. 
Capital Improvement Fund Balance
Marrero displayed a graph depicting five (5) years of historical data and projections for FY 2015 through FY 2020. Marrero said without doing the full City Hall renovation and without issuing bonds, the FY 2016 fund balance is expected to be $492,925. Marrero noted the Capital Improvement Fund remains healthy, maybe not as much as prior years, but when you look at what the City has accomplished over the last six (6) years without a bond issuance this is pretty impressive. Marrero projected in FY 2020, the ending fund balance will grow to $3.1 million.  

Marrero said unforeseen expenditures have occurred and will occur with the construction of the new Police Station. Marrero requested the City not float a bond, but she maybe coming back to the Council to recommend a transfer from the General Fund to cover these unforeseen costs. Marrero noted back in 2008, the Council approved a similar transaction of $600,000 specifically used for architectural costs related to this project.  Marrero stated the General Fund has a very healthy fund balance and could sustain a transfer.

Capital Improvement Plan

The Council reviewed the FY 2016 Capital Improvement Plan proposed projects. Marrero explained the proposed replacement of two (2) police vehicles will be funded by the restricted DUI Tech fees. Holakovsky proposed the two (2) oldest police vehicles be traded-in and replaced. Marrero noted no major projects are planned for FY 2016 for the Water Fund. Ward discussed the Water Fund projects planned over the next five (5) years. 
Ward went on to discuss curbs and gutters planned for FY 2016. Ward noted he always tries to obtain grants for curbs and gutters, but that grant funding for next year is unlikely. Marrero asked that the CIP (Capital Improvement Plan) sheet for the new Police Station and City Hall renovation be amended to reflect earlier discussions. Ragucci asked how much will just the Police Station cost. Marrero estimated $10.5 million. 
Esposito stated he is in favor of saving $2.3 million by not fully renovating the City Hall building. Esposito added it is not in the best interest of the City to issue additional bonds at this point. Esposito said even without the full renovation it would still be a nice working environment for staff. Esposito said the residents will see the positive side of this in that the City is saving money. Thomas said it is a wonderful idea to not pursue the full renovation of City Hall. Greco said he is 110% for not fully renovating the City Hall building. Greco said the City Hall still has a lot of potential. The Council concurred to not fully renovate the City Hall building and reduce the Capital Improvement Fund FY 2016 Budget accordingly. Ragucci said this is the right way to go at this time for our constituents. 
The Council went on to review the remaining projects for FY 2016 in the Capital Improvement Plan. After further discussion, the Council concurred to include additional curbs and gutters, the completion of the Police Station and partial renovation of City Hall, the gator replacement, the barracuda backup server with unlimited Cloud storage, and the replacement of T-1 F-350 Pick-up Truck with plow. 
Police – Wayne Holakovsky.
Holakovsky stated the FY 2016 budget request is $4,486,681, which is an increase of $387,000 or 9.4% over the FY 2015 estimate. Holakovsky noted salaries and benefits comprise 89% of the total budget. Holakovsky noted salaries and benefits increased by $366,222 over the FY 2015 estimate due to the hiring of a new Community Service Officer, Police union pay increases, and higher police pension contributions. Holakovsky noted contractual services at $329,798 will remain on par with the FY 2015 estimate. Holakovsky estimated commodities will decrease by 37% from the current estimate. Holakovsky noted the only capital request is for the replacement of two (2) vehicles, which will be funded by DUI revenues. 
Holakovsky noted crime is down 17%. Holakovsky went on to discuss the Police Department’s major accomplishments for FY 2014-15. 
Motor Fuel Tax Fund
Marrero said as with fiscal years 2012-2015, all snow related labor will be expensed in the Motor Fuel Tax Fund.  Marrero estimated snow labor will cost around $20,000 and salt expenditures will be about $41,205. Marrero noted salt prices increased by 60% going from $51.49 last fiscal year to $82.41 in the current year. 

Marrero said the FY 2016 budget proposal includes an Illinois Capital Grant of $9,988. Marrero noted due to the Governor’s planned cutbacks to local governments, this grant will not be received next year. Marrero said there are no major capital projects earmarked for this year in the MFT Fund. Marrero said MFT has an approximate fund balance of $441,000. 
Ragucci asked if the City has salt for next year. Ward replied yes and added salt prices should decrease.  

Business District 
Marrero displayed a chart detailing taxes collected within the Business District from FY 2012 to the proposed FY 2016, reflecting a 5% increase over FY 2014 actuals. Marrero said for FY 2016 the tax receipts will not exceed bond payments of resulting in a deficit of $48,000. Marrero said hopefully the developer’s efforts will spur more tenant activity because without more occupants the bond liability outlook is pretty depressing. Marrero displayed a table indicating the 10 year revenues versus expenditures forecast for the Business District. Marrero said in six (6) years from now in FY 2021 there will not be enough revenues or reserves to cover the bond payments. Marrero noted this projection assumes no other major retailer besides Pete’s. Marrero displayed a chart detailing the current tenants at the Oakbrook Terrace Square Shopping Center. Marrero noted Pete’s Fresh Market is planning a major expansion with an additional 830 square feet. The status of the Business District was discussed. Ragucci said the developer will attend a City Council meeting at the end of spring to discuss the Business District. Esposito said the developer needs to show a plan of action to the Council. 
Marrero said the Center is 37% occupied and 63% unoccupied, with 12 vacant storefronts and one (1) vacant out-lot. Marrero indicated 49,722 square feet still needs to be occupied. Marrero said Pete’s Fresh Market is not included in these figures. 
Marrero described some possible recourse the City may have in relation to the lack of occupancy for the Oakbrook Terrace Square Shopping Center. Marrero said the developer was required per the Redevelopment Agreement to have the remaining 54,000 square feet of the Center occupied by December 31, 2013. Marrero said since the developer failed to comply with this provision, the City may have some recourse for the $48,000 deficit projected for next year. Marrero noted she still has more questions for the City Attorney regarding this matter and she would like to further discuss this with the Council at a later time. Ragucci recommended the City Attorney look into this matter and possibly send the developer a letter. The Council concurred to contact Ramello regarding this matter. 
Wrap-Up
Marrero said continued discussions of personnel requests will take place at the March 24, 2015 Executive Session and the Public Hearing and adoption of the budget is scheduled for April 28, 2015.  Marrero explained for the adoption of the budget, at the April 28, 2015 meeting, the Council will receive a packet in their agenda, showing the overall changes and final budgeted numbers.
Ragucci commended staff and the elected officials on the City’s financials. Ragucci said the City is headed in the right direction and three (3) or four (4) new projects are underway. 

ADJOURN
The meeting was adjourned at 8:15P.M.
Submitted by,
Aileen Haslett
Recording Secretary

Page 1 of 6

