






TO:

FROM :

DATE:

SUBJECT:

Kent Street , Village Manager

Robert Fialkowski , Director of Finance d c-:
December 29, 2009 {)I. ,r';t..~~ /

Budget Amendment- FY 2009/10

We have just received the actuarial analysis for the 09/10 police pension contribution. The
calculated required contribution (summary letter from actuary attached) is $1,202,006. An
exptanation of the calcu lation is contained in the tetter. The annual budget provided for a
contribution of $950,000, an increase of 13% over last year's contribution . The additional
required contribu tion of $252 ,000 over the budget will require a budget amendment to appropriate
the additional funds from the General Fund reserve. The total required contributio n represents an
increase of 43% from last year.

In addition , the Walgreen sales activity under their economic incentive agreement has grown
much faster than anticipated and is expected to total $1,650,000 for the fiscal year. This is an
additional $500,000 over the budget amount which was based on the prior trend for their activity .
It is necessary to amend the current budget to provide the proper funding for this year. As you
know, their rebate is based on their activity pursuant to the agreement. This additional activity will
contribute to the expected gross sales tax revenue for the year, but due to the reduced sales in
the Village in general , the gross amount expected will be approx imately the budgeted amount for
the year.

An ordinance amending the budget is attached, along with an exhibit that details the exact
amendments that are being sought. I recomme nd that you seek Board approval of this
ordinance.
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December 27, 2009

Mr. Robert W. Fialkowski
Finance Director Village of
Deerfield 850 Waukegan
Road Deerfield, TL 60015

Re: Police Pension Fund

Dear Mr. Fialkowski:

I have completed the actuarial valuation ofthe Fund as of April 30, 2009. The Village's
share of the annual contribution has increased once again from $843,209 (26.4% of
salaries) to $1,202,006 (38.7% of salaries).

Without actually going through prior valuation results, I clon't think I remember a more
dramatic increase. And this in a year when not all experience was bad. The overarching
reason was the -14.7% investment rate of return, following a 2.05% return in the prior
year. The actuary' s value of assets, which attempts to smooth the gains and losses ,
became negative this year for the first time, mainly because the actuary's value is
restricted to a range of 80% to 120% of actual market value.

This restriction reduced the actuary's value from what it would have been. $28,249,334, to
$26,630,887, a reduction of$1 ,618,447, accounting for an approx imate $150,000
increase in contributions.

In the last ten years, salary increases have averaged 5.5%, while investment return ( on an
actual market value basis) has averaged 3.4%. Vie have been using the actuary's value of
assets since 2001, and over that period of time the rate of return it has recognized
averages 4.9% per annum.

In the last week.or so I have been reading articles in the local press about the issue of" full
funding". Frankly, I doubt that anyone, including our state legislators, really understands
what they are talking about. The term "full funding" can mean almost anything,
depending on who is talking about it.
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One meaning might be that all of the contributions calculated by an actuary have been
made as required. Of course, there are many actuarial funding methods to choose among,
which can obscure the meaning of the term.

To me, the method that makes most sense is to say that a plan is fully funded if all of the
benefits earned to-date could be paid. To say this , however, one must realize that the
funding method being used for the Deerfield Fund is a method that funds in advance for
future benefits that have not as yet been earned. The actuarial valuation is done
individually; for each member of the fund, a full working lifetime is constructed,
assuming a full year of service is earned each year from the date of hire to the assumed
retirement date, and that each year in the future the salary will increase according to the
assumption stated in the report.

At each future age, the benefits a participant would be eligible tor ifhe or she became
disabled, died, left the Fund or retired are calculated, and the liability for those benefits is
discounted to the age at entry. The Normal Cost is the level annual cost that, if it were
contributed each year over the assumed working lifetime ofthe participant, would
entirely pay for all the benefits he would be entitled to. For Deerfield, we calculate this
N0l111al Cost as a level dollar amount, which builds up a fund more quickly than the more
usual Normal Cost which is calculated as a level percent of the salary of each participant.

The accrued liability is a measure ofthe amount which should be in the Fund on each
valuation date. It is the present value of all the prior Normal Cost amounts which should
have been paid in all prior years, brought forward with interest at the assumed rate to the
valuation date.

However, when looking at these numbers, remember that if you want a measure of the
current funded status, the numbers have to be reduced for future service and future salary
increases. The picture this displays is not nearly so bad as the media would have you
believe.

Finally, one should ask: "When is a pension fund going to be tully funded?" To me,
when this question is addressed by thelegislature and other interested people, they mean a
time when it will no longer be necessary to make any contributions. Remember the
definition ofthe Normal Cost. This would mean, then, that no NOl111al Cost would be
necessary for any new entrant. And there would never be an unfunded accrued liability.
The deductions from the members' salaries would no longer be necessary, and property
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tax bills could be reduced (as they always have been when some 'service' is no longer
necessary).

Think back and try to find a year in which some new benefit has not been added to the
Fund, requiring increased contributions. Or find a year in which actual experience has
exactly equaled that which has been assumed. Let's stop telling each other fairy tales,
and face reality.

Sincerely,

.. ...-:;;
(

"" ·'':;v (

Charles McKenzie



VILLAGE OF DEERFIELD
LAKE AND COOK COUNTIES, ILLINOIS

ORDINANCE NO. _

AN ORDINANCE AMENDING AND REVISING THE
ANNUAL BUDGET OF THE VILLAGE OF DEERFIELD

FOR THE FISCAL YEAR BEGINNING
MAY 1,2009 AND ENDING APRIL 30,2010

PASSED AND APPROVED BY THE
PRESIDENT AND BOARD OF TRUSTEES
OF THE VILLAGE OF DEERFIELD, LAKE
AND COOK COUNTIES, ILLINOIS, this

____ day of , 2010.

Published in pamphlet form
by authority of the President
and Board ofTrustees of the
Village of Deerfield, Lake and
Cook Counties, Illinois, this
___day of ,2010.



VILLAG E O F DE ERFIELD

LAKE AND COOK COUNTIES, ILLINOIS

ORDINANC E NO. _

AN ORDINAN C E AMENDING AND REVISING THE

ANNUAL BUDGET O F TH E VILLAGE OF D EERFIELD
FOR TH E FISCAL YEAR BEGINNING

MAY 1,2009 AND ENDING APRIL 30,2010

WHEREAS, the corporate authori ties of the Village of Deerfield adopted an annual budget for the

fiscal year that commence d on May 1, 2009 and that will end on Apri l 30 , 20 10; and ,

WH EREAS, th e Budget Officer has recommended that an amendment be made to the annual

budget of the Village of Deerfie ld for the fiscal year beginnin g May 1, 2009 and ending April 30, 20 10,

revising certain Fund budgets by add ing funds to certain line items as shown in the Budget Amendm ent

att ached hereto as Exhibit Aj and,

WH EREAS , the Presiden t and Board of Trustees of the Village of Deerfield have det ermi ned that

funds are available to effectuat e this revision to the annua l budget for th e fiscal year begin ning May 1, 2009

and ending Apr il 30, 2010 as shown in the atta ched Budge t Amendm ent; and,

WHEREAS, the President and Board of Trustees of the Village of Deer field have detennined that

it is in the best int er ests of the Village of Deerlleld that the annual bu dget for the fiscal year beginning May

1, 2009 and ending April 30 , 200 9 be revised as show n on the Budget Amendment atta ched hereto as

Exhibit A;

NOW, THEREFORE, BE IT ORDAINED BY THE PRESIDENT AND BO ARD O F TR USTEES

OF TH E VILLAGE OF DEERFIELD , LAKE AN D CO O K CO UNTIES, ILLINOIS , in the exe rcise of its

home rul e power s, as follows:



SECTION 1: That th e annual budget for th e Village of Deerfield for th e fiscal year beginn ing

Ma y 1, 2009 and ending April 30 , 2010 be and th e same is hereby rev ised and amended as pro vided in th e

Budget Am endment attached heret o as Exh ibit A.

SECTION 2: This O rdinance , and ea ch of its terms, shall be th e effect ive legislati ve ac t of a

home r ule municipality 'without regard to whether such O rdinan ce sho uld : (a) contain terms contrary to

the provision s of curren t or subsequent non -preemptive sta te law ; or , (b) legislat e in a mann er or regarding

a matter not delegated to municipalities by state law. It is the intent of th e corporat e authorities of th e

Village o r Deerfield th at to the extent th at th e terms of thi s Ordinan ce sho uld be incon sist ent with any non-

preemptive stat e law , this Ordinance shall supersede state law in that r egard within its jurisdiction.

SECTION 3: That thi s O rdina nce shall be in full fo rce and effect from and alt er its passage ,

ap pro val and publicat ion in pamphlet form as provided by law .

PASSED thi s day of , 20 10.

AYES:

NAY S:

ABSENT :

ABSTAIN:
APPRO VED thi s clay 01' , 20 10 .

Mayor

ATTEST :

Village Cle rk



Ordinance _

Exhibit A
Budget Amendment #1 - FY 2009110

Increase appropriations in the following fund and accounts:

Police Department Pension, Account:
106010-5140
106033-5140
106034-5140

Finance Department
101111-5395; Economic Incentives

Street Division
102036-5422; Materials (Road Salt)

$20,850
38,000

193,150

$500,000

$130,000



REQUEST FOR BOARD ACTION

Agenda Item: 10-04

Subject: Contractual Parkway Tree Trimming and Removals

Action Requested: Award Contract to Sawvell Tree Service Inc. (NTE $89,000)

Originated By: Public Works Department

Referred To: Mayor and Board of Trustees

Summary of Background and Reason for Request

The Annual Budget for FY 2009/10 contains an $89,000 provision in the General Fund for contractual
tree trimming and removal to maintain the Village's maturing urban forest of parkway trees. The objective
is to achieve a 4-year trimming cycle to insure the health, beauty and safety of the trees. This year, the
northwest quadrant is scheduled to be trimmed which includes parkway trees in the area bounded by
Deerfield Road on the south and the rail road tracks on the east. Because the Village does not have a
Forestry Division, bids are solicited from qualified tree service contractors to perform this function.

In August 2008, staff prepared detailed specifications for scheduled trimming, supplemental services for
removal of selected large and difficult to access dead, diseased or storm damaged trees and emergency
tree related services. Of the 3 proposals received, Sawvell Tree Service, Inc. submitted the low bid, was
awarded the contract and has successfully completed the program. Additionally, Sawvell Tree Service,
Inc. has been awarded this contract since 2003 and has completed all work on time, within the budgeted
amount and in a professional manner.

Sawvell Tree Service, Inc. has requested the Village consider the renewal of the previous tree trimming
and removal contract for an additional one-year term honoring the 2008 unit prices. Staff has obtained a
number of tree contract bid results from surrounding communities to compare the low bidder with
Sawvell’s proposal. Sawvell is considerably less than all low bidders. Staff has been pleased with the
quality of Sawvell’s work and recommends the renewal of Sawvell’s contract for tree trimming and
removals.

The Director of Public Works and Engineering request that the Village Board waive the competitive
bidding process and authorize the renewal of the FY 2009/10 tree trimming and removals contract with
Sawvell Tree Service, Inc. for an amount not to exceed $89,000.

Reports and Documents Attached:

Date Referred to Board: January 4, 2010

Action Taken:




