
AGENDA
President and Board of Trustees

Village of Arlington Heights
Committee-of-the-Whole 

Board Room
33 S. Arlington Heights Road, Arlington Heights, IL 60005

June 28, 2021
7:00 PM

I. CALL TO ORDER

II. PLEDGE OF ALLEGIANCE

III.ROLL CALL OF MEMBERS

IV.NEW BUSINESS

A. Review of the 12-month Period Ending 12/31/20 Annual Financial
Report - Sikich, LLP

B. Review of the Capital Asset Policy Update
C. Review of the 2022 Capital Improvement Program Update
D. Operating Fund Overview/Recommended Budget Ceilings - 2022
E. Review of the American Rescue Plan Grant - Spending Proposal

V. OTHER BUSINESS

VI.ADJOURNMENT

 
 
Any member of the public wishing to speak will be given the opportunity to
do so. If the item is on the Agenda, that opportunity will be while that
Agenda item is being discussed. Any member of the public wishing to speak
on an item not on the Agenda will be given the opportunity during the Other
Business portion of the meeting. Please limit comments to three minutes.

Persons with disabilities requiring auxiliary aids or services, such as an
American Sign Language interpreter or written materials in accessible
formats, should contact David Robb, Disability Services Coordinator, at 33 S.
Arlington Heights Road, Arlington Heights, Illinois 60005, (847)368-5793
(Voice), (847)368-5980 (Fax) or drobb@vah.com.



Committee-of-the-Whole
6/28/2021

Item: Review of the 12-month Period Ending 12/31/20 Annual
Financial Report

Department:  Finance

 

Recommendation
 
It is recommended that the Committee-of-the-Whole accept the 12-month period
ending December 31, 2020 Annual Financial Report.

ATTACHMENTS:
Description Type
No Attachments Available



Committee-of-the-Whole
6/28/2021

Item: Review of the Capital Asset Policy Update

Department:  Finance

 

ATTACHMENTS:
Description Type
Capital Asset Policy Update Exhibits













Committee-of-the-Whole
6/28/2021

Item: Review of the 2022 Capital Improvement Program Update

Department:  Finance

 

ATTACHMENTS:
Description Type
Capital Improvement Program Update Memorandum



 
I   N   T   E   R  

MEMO 
 
 
 
 
 

O  F  F  I  C  E 
 
To: Randy Recklaus, Village Manager 
From: Tom Kuehne, Finance Director 

Kevin Baumgartner, Accountant/Budget Coordinator 
Date: June 1, 2021 
Subject:  2022 CAPITAL IMPROVEMENT PROGRAM UPDATE 

    
A detailed five-year Capital Improvement Program (CIP) is developed during even-numbered 
years, with special emphasis on the first two years of the plan. This reflects the multi-year nature 
of many of the capital projects that are included in the CIP. During the years such as this year 
when there isn’t a detailed CIP being presented to the Board, the following activities occur: 
 

A. Staff provides the Village Board with a summary update showing any changes in 
estimated costs from the prior year. 
 

B. After the local election process that occurs every two years, each Department prepares a 
presentation for the “new” Board. This is followed by the Village Board’s biennial goal 
setting process. After the Board’s goals and objectives are established, Staff develops a 
two-year business plan that reflects the Board’s stated goals. 

 
2022 Capital Improvement Program Update 
 
The CIP update is an important part of the budget process, as capital projects comprise a 
significant portion of the Village’s spending. As such, it is important that we reexamine the 
Village’s capital projects to determine if the priorities previously set still hold true, and to review 
the 2022 capital expenditure budget projections. 
 
The following funds have no changes from what was planned during the 2021 five-year CIP 
process for their 2022 budgets: 
 
 Motor Fuel Tax Fund (211) - $4,116,800    
 Municipal Parking Fund (235) - $2,154,300 
 TIF IV (263) - $760,000 
 TIF V (266) - $515,000 
 TIF S AH Rd (267) - $0 
 Arts, Entertainment & Events Fund (515) - $935,100 
 Information Technology Fund (625) - $1,968,300 

 
Criminal Investigation Fund (231) has decreased its expected 2022 capital expenditures by 
$71,000, from $473,800 to $402,800. A planned Seized Vehicle & Long-Term Evidence Storage 



Facility (BL2101) has been deferred until 2023 at the earliest, resulting in a decrease of 
$362,300. Additionally, the following two new projects have become necessary: 
 
 Body Worn Cameras/Dash Cams (EQ2201) totaling $131,300 for 2022 are the result of 

soon-to-be effective legislation mandated by the State. The Police Department has dash 
cameras in each Patrol and Traffic squad car. This system requires an officer to attach a 
microphone and transmitter to his or her outer garment so audio can be captured, 
transmitted to the squad and incorporated in the dash cam recording. All digital images 
are uploaded through a Village hot spot to a dedicated server in the IT Department. 
Acquiring an independent Body Worn Camera (BWC) system would silo the BWC data 
and not interface with the existing dash cam server. Most tier one vendors offer a BWC 
that integrates with a partnering dash cam product, requiring a single transmitter on an 
officer’s vest and cloud-based storage for both digital recordings. 

As of this writing, the Police Department has reviewed products developed by Motorola 
and Axon. We are contacting a Panasonic representative to review their BWC offering 
due to the fact that current squad cars are equipped with Panasonic Arbitrator dash cam 
units. Testing and evaluation of these products is moving forward. 
 
The requirement to implement a BWC program for the AHPD is not compelled by statue 
until January 1, 2024. Implementation sooner than later will likely afford an opportunity 
to capture unbiased, real-time evidence to defend an officer or the Village against an 
unjustified complaint or civil action. 
 
As written, the requirement is an unfunded mandate. The Illinois Chiefs of Police 
Association is working with Illinois legislators to identify and secure a funding source for 
body cameras. Progress will be monitored and when appropriate the Police Department 
will apply for reimbursement. 
 

 Surveillance Van (VH2201) totaling $160,000. The Police Department acquired a 
surveillance van in 2008 using asset forfeiture funding. In 2016, antiquated technology 
and non-compliant system radios were replaced to maintain the van’s capabilities. 
Thirteen years after the initial purchase the core electronic components are not 
comparable to current technologies required for successful police surveillance operations. 
The budgeted amount includes a yet-to-be-determined trade-in allowance for the current 
van. It cannot be sold through the typical end of useful cycle asset auction because of the 
sensitive law enforcement equipment contained therein. 

 
TIF V (264) has increased by $600,000 as part of an expected re-budget for the continuation of 
redevelopment (BL2103). 
 
Capital Projects Fund (401) has increased its 2022 projection by $494,900. The addition of fall 
protection at the Fire training tower as recommended by IRMA resulted in a $45,000 increase to 
Municipal Buildings Refurbishing (BL9505). Also included is a planned re-budget of $124,000 
for the Police Station Architect (BL1601) from the Public Buildings Fund as a result of the 
closure of the Public Building Fund. Operational Equipment for the Fire Department (EQ9502) 
increased $69,500 for the deferral of a replacement cardiac defibrillator in anticipation of a new 
model. Previously only two were planned for 2022 but the deferral of one in 2021 and an 
increase in their cost from about $38,000 each to about $42,000 make up $50,000 of the increase, 



along with the transfer of $19,500 in turn out gear replacement costs from the General Fund. 
Estimates for Patrol Vehicle Equipment Replacement (EQ0803) increased $24,100 as a result of 
an inability to repurpose current equipment because of changes to the body style of patrol 
vehicles; items such as the rear compartment storage box, certain emergency light bars, 
protective shielding that separates the driver’s compartment from the rear compartment, and 
biohazard replacement rear seats cannot be reused from retiring squad cars. IT Operational 
Equipment (EQ0103) increased because of an additional $15,000 for security updates. Two 
additional re-budgets of uncompleted projects include $52,300 for the Traffic Signal Pedestrian 
Upgrade at Central and Arthur (SG1410), and $90,000 for Downtown Streetscape Improvements 
(ST1535). 
 
Storm Water Control Fund (426) increased by $2,672,000 as a result of the Area C – Burr 
Oak, Burning Tree, Berkley, Hintz (SW2001) project being pushed back by one year and re-
budgeted in 2022. 
 
Water & Sewer Fund (505) increased by $1,055,000 as the result of a revised estimate for the 
Water Tank Repainting (WA1101) project based on the condition of Well 17. The tank was last 
painted 24 years ago. Recently, the tank had an internal inspection that showed significant 
corrosion of the steel securing the rafters and the purlins. The corrosion is similar to the damage 
discovered while rehabbing Tank 17 East. A new estimate was prepared, raising the cost of the 
tank to $1,714,950. The cost to cut out and reweld steel in an elevated water tank is very labor 
intensive. 
 
Fleet Fund (621) decreased by $29,500 as a result of revised numbers based on one less vehicle 
replacement occurring for Police Vehicle Replacement (VH9503). 
 
 
Staff will place the 2022 Capital Improvement Program update on the Special COW Meeting 
June 28th agenda for Board review and approval to include the proposed changes in the Proposed 
2022 Budget. The June 28th COW Meeting contains only Finance-related agenda items, and only 
Finance staff are currently scheduled to attend the meeting.  If the Village Board has any specific 
questions on the proposed CIP changes, please let the Village Manager know before this meeting 
so that appropriate staff can be present.    



Committee-of-the-Whole
6/28/2021

Item: Operating Fund Overview/Recommended Budget Ceilings - 2022

Department:  Finance

 

ATTACHMENTS:
Description Type
Operating Fund 2022 Overview Memorandum
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Committee-of-the-Whole 
June 28, 2021 

 
I    N   T   E     R 

MEMO 
O   F   F  I  C   E 

To: Randy Recklaus, Village Manager 
From: Tom Kuehne, Finance Director/Treasurer 
Date: June 21, 2021 
Subject: OPERATING FUND OVERVIEW/RECOMMENDED BUDGET CEILINGS – 2022 

The Operating Fund Overview and Budget Ceiling process serves as the Village Board’s mid-
year review of the Village’s financial position, provides an initial property tax estimate for the 
coming year, and establishes budget ceilings for Village Departments as they prepare their 
budget proposals for the 2022 Budget.  The Coronavirus recession of 2020 resulted in businesses 
being shut down quickly as the State imposed shelter-in-place requirements.  Over the last year 
the country learned how to live with the virus and still conduct business, although at a more 
limited level.  The vaccination of many Americans and lowering infections and hospitalizations 
has allowed businesses to start to bounce back.  During last year’s 2021 budget process, Staff 
projected that the recession would last at least through the first quarter of the year.  However, the 
economy has been able to pick up at a faster pace, which has led to better than expected results 
through the first part of 2021.  As of the date of this memo, the State of Illinois reached Phase 5 
of the plan to reopen the economy in Illinois.  This means that operating revenues should 
continue to improve as projected. 

Operating Fund Overview 

The General Fund and the Water & Sewer Fund are the Village’s key operating funds covered in 
this analysis.  As of the end of 2020 the General Fund’s ending balance as a percent of 
expenditures equaled 40%.  This was in excess of the Village’s minimum fund balance policy of 
25% of expenditures.  Maintaining adequate reserves helps ensure the Village’s excellent bond 
rating, which lowers bond interest charges associated with that rating.  These reserves also 
provide a source of funds for extraordinary weather-related events or other damages 
(pandemics), and provides the flexibility needed to make prudent decisions during times of 
economic uncertainty. 

During 2020 the Village continued providing all of its services, although some of these services 
were conducted in creative or non-traditional ways.  To help community residents and businesses 
during 2020, the Village deferred some tax and fee payments, and worked with the local business 
community and social service agencies to provide as much assistance as possible.  During the 
year the Village also purposely held a number of vacant positions open, and cut numerous other 
expenses to reduce operational costs.  This offset the large decrease in General Fund revenues 
during 2020, allowing the Village to maintain its solid reserve position.      

The Water & Sewer Fund’s 2020 ending working cash balance came in at 44% of expenses.  
However, this was due to $9 million in bond funds transferred into the Water & Sewer Fund in 
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2020 as part of a five-year plan to increase the amount spent on its water main replacement 
program.  This Fund has underperformed over the prior few years due to service charge revenues 
coming in lower than projected.  This is likely due to weather conditions, more efficient 
plumbing systems, and older water meters that tend to slow down as they reach the end of their 
useful lives.  As such, water and sewer revenue estimates are based on water usage which is 
lower than the 16-year average.  During the fall of 2019, the Village implemented a five-year 
rate increase plan in order to reach our long-term goal of replacing 1% of our water mains each 
year.        
 
Conservative revenue projections have been made for the three-year projections prepared for 
each of these operating funds.  In addition, full staffing levels have been assumed without regard 
to temporary vacancies that occur each year.  For this reason, the projections can be considered 
“worst-case” scenarios of the future.  This is more evident with the General Fund because of the 
variety of revenue sources that are dependent on the local economy.  On the other hand, the 
Water & Sewer Fund’s revenue stream is based on user fees, which are somewhat more 
predictable but vary depending on usage. 
 
General Fund 
 
As noted earlier, the Village has been able to maintain a strong fund balance in this fund.  
Through the use of these reserves, and by reducing expenditures during 2020, the Village was 
able to work around the financial effects of the Coronavirus Recession.  The Village and other 
local governments were also fortunate to receive significant funding from the Federal 
government in 2020, including $590,000 from the Cares Act, and $122,500 in other federal 
grants.  During the Great Recession the Village did not receive this type of financial assistance, 
and it took two to three years to reach prior revenue base levels.  In 2021 and 2022 the Federal 
government passed additional COIVID-19 assistance to local governments through the American 
Rescue Plan (ARP) grant program.  Under this program, the Village is scheduled to receive 
$6.78 million in two equal installments.  The first installment of $3.39 million was received in 
late-May 2021, and the next tranche will be sent to the Village in one-year.  The purpose of these 
grant funds is to help communities quickly regain their financial footing from the Coronavirus 
pandemic recession.  Staff has developed a proposal to spend these grant funds in a way that 
should help the Village’s overall financial position now and in the future.  We are fortunate to be 
able to consider the ARP grant spending proposal as a separate item from the budget ceiling 
process, due to the quick rebound of the Village’s key revenue sources.   
 
Exhibits 1 and 2 – General Fund include a summary of revenues and expenditures and an 
alligator chart of General Fund revenues and expenditures for 2019 through 2024.  The General 
Fund’s revenue base is comprised of certain key “growth” revenues that are susceptible to 
economic changes, so balancing this fund is normally somewhat challenging.  However, since 
the economy has picked up quicker than originally anticipated, revenue receipts in 2021 are 
better than expected, and our growth revenues are expected to continue to improve in 2022.  The 
attached summary shows that General Fund revenues are currently projected to come in 1% or 
$665,800 over budget for 2021.  Exhibits 3 and 4 show the history of Sales and Income tax 
receipts respectively.  These revenues have historically been the Village’s key General Fund 
growth revenues that cover expenditure increases.  Sales taxes are now projected to come in 6% 
over budget for 2021.  Income tax receipts have also shown resilience during the pandemic, and 
are estimated to exceed the 2021 budget by 13% or $986,000.  Work from home arrangements 
and enhanced unemployment benefits have continued to buoy Illinois residents’ incomes.       
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Exhibit 5 shows the history of Use tax receipts.  The Use tax (internet sales) has continued to 
outperform our projections, and are estimated to come in 8% over budget in 2021.  In 2015 the 
State passed a law requiring Internet retailers with no physical presence, but which have 
potential nexus, to collect a 6.25% State Use Tax (but not local sales taxes).  The State receives 
80% of the Use Tax receipts with the remaining 20% divided between local entities based on a 
formula and population.  In June 2018 the U.S. Supreme Court ruled that all larger out-of-state 
online vendors are required to collect Sales or Use taxes.  This was followed by another State 
law in 2019 that requires remote sellers (who either meet a threshold of 200 transactions 
annually or $100,000 in gross receipts) selling to Illinois residents to collect state and locally-
imposed taxes starting January 1, 2021.  This will go a long way to leveling the playing field 
with brick and mortar establishments.  In the future, we expect to see a decline in Use tax 
receipts, but an increase in Sales and Home-Rule Sales tax receipts. 
 
Disruptive technologies continue to significantly alter the way that businesses and entire 
industries operate.  Some innovations are having a direct effect on the Village’s revenue base.  
As noted above, the growth in Local Use tax receipts reflects the ongoing rise of e-commerce.  A 
couple of other General Fund revenue sources are being affected by disruptive technologies.  
Exhibit 6 shows that Telecommunications tax receipts have declined over the years.  This 
downward trajectory is expected to continue, as more residents “cut the cord” to their land lines.  
In addition, by federal law data usage is not taxable.  Cable Franchise Fees are also projected to 
decrease, as more residents are choosing internet streaming services over regular cable or 
premium channels.  Cable Franchise fees are not applied to internet steaming services like 
Netflix, Amazon and Hulu.  Staff has started to review a potential new revenue source that could 
capture some of the decrease in cable franchise fee revenue.  The City of Chicago, followed by 
the City of Evanston have both instituted new streaming service amusement fees.  This is a fast-
moving policy development area, and half of the states in the U.S. have started taxing residents’ 
subscriptions to streaming services, although Illinois is not included in this group.  Streaming 
services still require the use of public rights-of-way for cable lines or repeater stations to deliver 
entertainment to Village businesses and residents. 
 
A new streaming fee is not required to balance the projected 2022 Budget, but it is something 
that Staff will continue to review as the Village works to address revenue base issues that can 
arise due to changes in technology.  Staff also reviewed the Five-Year Fee and Fine Increase 
Plan.  As noted above, the scheduled vehicle sticker increase is not needed in 2022, and will be 
held for consideration in the following year.      
 
Exhibit 7 shows the acute affect the pandemic had on the Food & Beverage (FBT) tax receipts.  
FBT receipts are projected to come in over the 2021 Budget, but are not projected to reach 2019 
actual results until 2023.  This effects the General Fund to a certain extent, but the Arts, 
Entertainment & Events Fund is more susceptible to the overall FBT losses, as this is the primary 
revenue source for this fund.  Staff will prepare a separate report on this fund, including Alfresco 
and other event costs later this year.  Interest Income is another revenue that is adversely affected 
by downturns in the economy.  In addition, the Federal Reserve has been holding interest rates 
down to near zero until they see a more long-term price inflation level of 2% to 3%.  Interest 
income is estimated to come in $125,000 or 34% under the 2021 Budget.  However, we continue 
to project an uptick in this revenue for 2022 and beyond.   
 
The expenditure side of the 2021 General Fund projection reflects some savings from budgeting 
for full staffing, and purposely not filling a number of vacancies during the first three months of 
the year.  Staff is now more actively working to fill vacancies after reviewing whether the 
position is still needed, should be modified, or whether another Department has greater current 
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needs.  As a result of the wage and fringe benefit savings, total 2021 General Fund expenditures 
are estimated to come in 1% or about $927,000 under budget, while maintaining a year-end fund 
balance of about 40% as of the end of 2021. 
 
In 2022, the IT/GIS Service Charge in the General Fund is projected to increase by $377,700 for 
this fund’s share of the additional costs associated with the new Enterprise Resource Planning 
(ERP) software.  The annual maintenance cost for the new, more comprehensive software is 
projected to be $485,000 per year versus the current software maintenance cost of $223,000.  In 
addition, to help run the new robust software it is recommended that an additional IT Systems 
Analyst be hired.  Both of these costs have been built into the 2022 IT budget, which is covered 
by service charges paid by the Village’s operating funds.     
 
The historical and three-year projections for the General Fund for 2022 through 2024 reflect past 
performance, and provide estimates of the fund’s projected revenues and expenditures.  To 
project these expenditures Staff prepares detailed spreadsheets which include each authorized 
position.  As noted earlier, these projections conservatively assume that all positions are filled 
and that there are no vacancies.  Some of the key revenue and expenditure assumptions include 
the following: 

 
General Fund Assumptions 

 
Revenues: 
 Food & Beverage Tax (FBT)   +16.6% in 2021, +6.7% in 2022, 3% in 2023, and 3% in 2024   
 Home Rule Sales Tax    +4% in 2021, +3% in 2022, 3% in 2023, and 3% in 2024   
 Sales Tax     +6% in 2021, +3% in 2022, 3% in 2023, and 3% in 2024 
 Income Tax     +1.8% in 2021, +3% in 2022, 3% in 2023, and 3% in 2024   
 Local Use Tax     +19% in 2021, 0% in 2022, 0% in 2023, and 0% in 2024   

Property Tax (Village and Library)   0% for the 2021 levy collected in 2022, and 3% thereafter 
Telecommunications Tax    (23.8%) in 2021, (5%) in 2022 and thereafter 

 Utility Tax     + 0% 
  
Expenditures: 

Wages +2.4% 2022 Projected v. 2021 Budget (includes steps 
if applicable) 

 Health Insurance     + 8% in 2022 
 
 

Property Tax Projections 
 
One of Staff’s key goals is to work to keep any proposed property tax increase as low as possible 
as shown in Exhibit 8 – Property Tax Levy History.  The upcoming 2021 property tax levy for 
the 2022 Budget reflects a 0% increase for the third year in a row.  A second key Staff goal is to 
try to ensure that sufficient funds are available to provide a consistent, high level of Village 
services each and every year.    
 
As shown in Exhibit 9, the first step in developing the Village’s property tax levy is entering the 
known debt service payment requirements and the annual required contributions for the Police 
and Fire Pension levies.  Last year, the capital levy was decreased by $1.1 million in order to 
balance the General Fund by allocating $3 million in bond proceeds to this fund.  Over the next 
few years, the Village will need to continue to increase the capital levy to ensure that there is a 
sustainable level of ongoing funding for the annual street program.  The FICA and IMRF levies 
are derived from the detailed wage sheets prepared for the 2022-2024 budget projections.  Due to 
positive interest earnings in 2020, the Police, Fire and IMRF required pension contributions 
decreased for the 2021 levy.  However, the Village is able to maintain prior tax levy levels and 
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still project an overall 0% tax levy increase.  This will help the Village in the future when the 
stock market inevitably changes its course. 
 
Once all of the revenue projections for the General Fund are completed, the remaining gap 
between the General Fund’s estimated revenues and expenditures is divided equally between the 
Fire and Police Protection levies.  Although there is a small General Fund deficit of about 
$315,500 currently projected for 2022, Village Staff will continue to work on lowering the 
projected deficit during the development of the 2022 Budget to reach the targeted 0% property 
tax increase level.  It should be noted that this is a property tax estimate for budget ceiling 
purposes.  The final property tax levy amount will be decided by the Board during the 2022 
budget meetings held in November 2021. 
 
 
Water & Sewer Fund 
 
In October 2019 the Village Board approved a five-year water and sewer rate adjustment plan 
that allowed the Village to increase the amount spent on its water main replacement program.  
The Village’s water and sanitary sewer infrastructure is aging, and the average number of water 
main breaks are two to three times that of comparable communities.  The Village’s residential 
and commercial water meters are also older, and the three-year projections include a replacement 
plan for these water meters.  In 2015 the Village was spending about $500,000 per year on water 
main replacement.  Due to the five-year rate plan changes in 2014 and 2019, as well as $9 
million in 2020 bond proceeds, the Village is now able to sustain its goal of replacing at least $4 
million, or 1% of our water mains on an annual basis.  As mentioned earlier, water and sewer 
revenue estimates are based on water usage which is lower than the 16-year average.  Exhibits 
10 and 11 show the historical and three-year projections for this fund.  As noted in the 2022 CIP 
Update memo, the 2022 budget ceiling figures include a significant increase for the Well #17 
repainting project.  This tank was last painted 24 years ago and a recent analysis shows 
significant corrosion of the steel securing the rafters and purlins.  The additional cost for these 
repairs is estimated at $1.055 million.  As part of the spending proposal for the federal American 
Rescue Plan grant funds that are being received by the Village, Staff is recommending that a 
large portion of these grant funds be allocated to the Water & Sewer Fund.  This would cover the 
increase in the 2022 water tank repainting project scope, as well as help cover the cost of other 
water and sewer infrastructure projects. 
 
Proposed Budget Ceilings for 2022 
 
The 2022 budget process began in March 2021 when preparations began for updating the five-
year Capital Improvement Plan (CIP) with particular emphasis on 2022 projects.  The second 
step in the Village’s budget process includes the financial review of the two key operating funds, 
the General Fund and the Water & Sewer Fund, culminating in the establishment of budget 
ceiling amounts for these two operating funds.  As part of this step staff makes various 
assumptions on revenue, expense, and property tax increases as outlined earlier.  These two steps 
lead to the development of the proposed budget document which is reviewed prior to approval of 
the final budget.  Exhibit 12 is a draft copy of the budget calendar for the 2022 Budget. 
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The recommended expenditure ceilings for the General Fund and the Water & Sewer Fund are 
based on the following projections: 
 
     General Fund   Water & Sewer Fund 
 
 Revenues   $ 81,277,000          $ 22,413,200 
 Expenditures    (81,592,500)           (25,035,500) 
 
 Surplus (deficit)*         (315,500)              (2,622,300) 
 Beginning Balance     31,457,145             10,785,089 
 
 Ending Balance  $ 31,141,645           $ 8,162,789 
 
*The Water & Sewer Fund deficit reflects the Village’s ongoing plan to replace 1% of the Village’s water mains 
each year.  The $9 million 2020 bond issue will help the Village to bridge the funding gap, until water and sewer 
user fee revenues reach a sustainable level to support the fund’s long-term operations and capital expenses.    
 
 
Recommendation 
 
It is recommended that the Board approve the proposed budget ceilings for 2022 of $81,592,500 
for the General Fund and $25,035,500 for the Water & Sewer Fund. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
H:\Word\tk\operating fund 2022 overview.doc 
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Committee-of-the-Whole 
June 28, 2021 

  
I    N   T   E     R  

MEMO  
 
 
 
 

O   F   F  I  C   E 
 
To: Randy Recklaus, Village Manager 
From: Tom Kuehne, Finance Director/Treasurer 
Date: June 18, 2021 
Subject:  AMERICAN RESCUE PLAN GRANT – SPENDING PROPOSAL 
  

 
Over the past 12 years the Village has weathered two significant recessionary events.  In 2008, 
the subprime mortgage crisis caused the Great Recession that devasted world financial markets, 
as well as banking, real estate, and other industries.  To stave off a prolonged economic 
depression, the federal government stepped in to bailout numerous financial institutions and 
businesses.  However, other businesses and governments were forced to retrench in order to 
bring their finances in balance.  During this time, the Village reduced its staffing level by about 
10%.  Although staffing levels have remained at this lower level, it took the Village a number of 
years to regain its solid financial footing. 
 
The Great Recession was followed by the Coronavirus pandemic which started in March 2020.  
For health and safety reasons, the Pandemic required the immediate shut down of the economy 
resulting in the immediate decrease in a number of the Village’s revenue sources.  By keeping 
vacant positions open, using reserves, reducing other expenses, and through the receipt of federal 
grants, the Village has been able to weather the recent coronavirus recession.  In 2020, the 
Village received $590,000 in federal Cares Act funds and $122,500 in other federal grants, as 
part of the federal response to the pandemic’s effects on local government finances.  To provide 
additional economic stimulus, in 2021 the federal government approved the American Rescue 
Plan.  
 
American Rescue Plan  
 
The American Rescue Plan (ARP) Act of 2021 is a $1.9 trillion economic stimulus bill passed by 
Congress to speed up the recovery from the economic and health consequences of the Pandemic.  
The ARP provides funding for economic impact payments, the expansion of the child tax credit, 
a state and local fiscal recovery fund, a homeowner assistance fund, capital projects funds, 
emergency rental assistance, a state small business credit initiative, employee retention and paid 
leave credit programs, and expanded unemployment compensation payments. 
 
Of the $350 billion allocated to the state and local fiscal recovery fund, $65.1 billion is included 
for financial assistance for municipalities across the nation.  Of that amount, $45.57 billion is 
being allocated to metropolitan cities which have a population above 50,000.  Funds to this 
group, including Arlington Heights, are being distributed based on the CDBG formula.  The 
bottom line is that the Village will receive $6.78 million over two years.  In May 2021 the 
Village received $3.39 million, and the second tranche will be received in one year.  The 
goal of the plan is to distribute the funds as soon as possible, and to give recipient municipalities 
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broad flexibility to decide how best to use the funding to meet the needs of the community.  
However, we must ensure that the funds are used and reported in compliance with U.S. Treasury 
requirements.  Staff has reviewed program guidance and answers to frequently asked questions 
provided by the U.S. Treasury and the Government Finance Officers’ Association, and has 
consulted with our auditors and neighboring communities.  The Village is in a fortunate position 
in that our key growth revenues have started to bounce back quickly.  As such, the ARP funds 
can be used to solidify our financial position in the future, including enhancements to the 
Village’s infrastructure maintenance program.  Since this is one-time funding, Staff recommends 
that these funds not be used to pay for new or ongoing operations or programs. 
 
What Are the Eligible Uses of the ARP Funds? 
 

a. Support public health expenditures, by funding COVID-19 mitigation efforts, medical 
expenses, behavioral healthcare, and certain public health safety staff; 

b. Address negative economic impacts caused by the public health emergency, including 
economic harms to workers, households, small businesses, impacted industries, and the 
public sector; 

c. Replace lost public sector revenue, using this funding to provide government services to 
the extent of the reduction in revenue experienced due to the pandemic; 

d. Provide premium pay for essential workers, offering additional support to those who have 
borne and will bear the greatest health risks because of their service in critical 
infrastructure sectors; and, 

e. Invest in water, sewer and broadband infrastructure, making necessary investments to 
improve access to clean drinking water, support vital wastewater and stormwater 
infrastructure and to expand access to broadband Internet. 

 
Ineligible uses include using the funds to reduce taxes, making payments to pension funds to 
reduce the accrued unfunded liability, funding debt service, legal settlements, or deposits to 
reserves. 
 
In conversations with other local communities and our auditors, most municipalities appear to be 
considering using item c. replace lost public sector revenue and item e. invest in water and sewer 
infrastructure as the basis for eligible uses of the ARP funds.  As shown in Exhibit A, the 
Village of Arlington Heights’ entire ARP funding amount qualifies under the lost revenue 
eligibility requirement with a net loss from 2019 to 2020 of $7.1 million.  This calculation 
includes a 2020 trend inflation of 4.1% as prescribed by the U.S. Treasury for this comparison.  
Beyond this calculation, the Village will need to keep the financial records and supporting 
documents related to ARP for a period of five years.  This includes records and documents that 
demonstrate the funds were used for eligible purposes per U.S. Treasury Department regulations. 
 
ARP Spending Proposals 
 

1. Water & Sewer Fund Infrastructure     $2,500,000 
Exhibit B shows the current five-year plan for the Water & Sewer Fund.  In addition to the water 
main replacement program, the Village will be replacing residential and commercial water 
meters over the next few years.  The 2022 water tank painting project also saw a significant 
recent increase when it was determined that Well #17 last painted 24 years ago, shows 
significant corrosion of the steel securing the rafters and purlins.  This will result in an additional 
$1.055 million in unbudgeted costs.  The additional ARP funding would provide immediate 
capital support and contribute to the ongoing health of this fund.   
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2. Police and Fire Vehicle Purchases (Fleet Fund)    $2,500,000 
Exhibit C shows the current five-year plan for the Fleet Fund.  The Fleet Fund internal service 
charge to the General Fund is based on the depreciation schedule of the purchased vehicles.  
Vehicle replacement costs are typically higher than the original vehicle, but the interest income 
earned by the fund is intended to cover this increased cost.  However, over the last decade, 
interest rate levels have been kept near zero through actions by the Federal Reserve.  As a result, 
the Fleet Fund is currently only 59% funded.  Support for public safety operations are explicitly 
identified as an allowable cost in the Treasury’s frequently asked questions, and use of the ARP 
funds would provide an immediate benefit to Village residents.  While this fund does not need to 
be 100% funded, a 75% funding level would put the Fleet Fund in a better position.  By covering 
a portion of the cost of the upcoming Police and Fire vehicle purchases over the next three years 
with the proposed ARP funds, the Fleet Fund could improve to a 75% funded position.  The 
other alternative to improve the funding level would be to increase General Fund 
vehicle/equipment use charges which would put pressure on property taxes. 
 

3. Capital Projects Fund       $1,272,596 
During last year’s 2021 Budget process, one of the steps the Village took to ensure a zero percent 
property tax increase was to allocate $3 million in one-time 2020 bond proceeds to the Capital 
Projects Fund and shift $1.1 million in the annual property tax levy to the General Fund from the 
Capital Projects Fund to cover ongoing operating expenditures.  The goal was to then increase 
the Capital Project Fund property tax level over the next few years to bring it back to its prior 
level.  The addition of these ARP funds would help bridge the gap to a sustainable funding level 
for the Capital Projects Fund in the future.  The proposed ARP funds would be spent as part of 
the Village’s planned capital spending by the end of calendar year 2024 as required by ARP. 
 

4. Arlington Heights Park District Capital Projects  approximately $500,000  
Under the ARP rules, the Village can allocate direct funds to other government agencies within 
its jurisdiction to help offset that government’s revenue losses due to the Pandemic.  The 
Arlington Heights Park District has made such a request for a portion of the Village’s ARP 
funding.  Unlike the Village, which had to continue to provide services during the Pandemic, the 
Park District cancelled programs, closed recreational facilities, and deferred capital projects.  
The Park District had to make many difficult decisions regarding service reductions, but they 
were one of the few local governments that weren’t eligible for ARP funding or other significant 
federal grants.  In 2020, the Park District received only $5,000 through the federal Cares Act 
program.  
 
After considering the Village’s long-term financial needs, Staff is recommending that 
approximately $500,000 be allocated to the Park District for eligible capital projects that will be 
completed by 2024 as per the ARP’s requirements.  As part of this proposed allocation of 
significant ARP funds to the Park District, Staff recommends that this include the Park District’s 
agreement of the Village’s use of Park District property, which the Village is currently 
discussing with the District for a Stormwater Project at Raven Park (part of the Berkeley-Hintz 
Stormwater Improvement Plan).  Like the Greenbrier-Roanoke plan currently under construction, 
this project requires the use of Park District owned property for stormwater detention. 
 
Along with the Raven Park land use agreement for the Village’s stormwater project, allocating a 
portion of the Village’s ARP funds for eligible Park District capital projects completed by 2024, 
would help the Park District manage the financial effects of the pandemic on their operations, 
and would provide enhanced park and stormwater facilities to Village residents.  The Park 
District would be considered a subrecipient of the Village, and would be required to provide 
documentation that any funds it receives are spent in accordance with ARP guidelines.   
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     Total ARP Spending Proposal  $6,772,596 
 
 
One additional item that is not related to the pandemic, but involves other Village funds is the 
planned closure of the Public Building Fund during 2021.  This fund was used to account for the 
construction of a number of new Village buildings including Public Works, Fire Station 1, 
Village Hall, and the Police Station.  With the completion of these projects this fund is scheduled 
to be closed in 2021.  Per the approved 2021 Budget, the remaining $3.23 million in this fund is 
currently being distributed as follows:   
 
$2 million to the IT Fund for the ERP software 
$780,000 to help stabilize the Fleet Fund 
$450,000 to help support the A & E Fund 
 
Since the Fleet Fund stabilization is proposed to be addressed with ARP funds as noted above, it 
is recommended that the $780,000 be reallocated in 2021 as follows: 
 

- $580,000 - to account for 2020 lost revenue in the Parking Fund due to the pandemic; and 
- $200,000 - additional funds to the A & E Fund to account for a portion of the 2020 lost 

revenue due to the pandemic. 
 
 
 
It is Staff’s intention to include a discussion of these items on the June 28th COW Meeting 
agenda. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Cc: Anthony Cervini, Sikich, LLP 
 Mary Juarez 
 Alexis Smulson 
 Kevin Baumgartner 
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