LRP Update Key Messages

The Rate Increases for Home Rule Sales Tax and Hotel Tax are Generating Additional Revenue as
Planned
e Allowed the Village to reduce the 2026 Property Tax Levy for Operations by $500,000
e Provides funding for General Fund operating expenses
e Provides funding for the construction of Guiding DG capital projects, such as Downtown Flexible
Amenity Areas and the renovation of Linda Kunze Plaza
e Provides funding for Village facilities maintenance

The General Fund Continues to be Sustainable
e In 2027 and 2028, revenues are projected to increase 4% each year, while expenses are
projected to increase at an annual rate of about 6%.
e |Ifrecent trends and practices continue, there should be sufficient revenue in the General Fund
through FY29
e No changes in key strategies will likely be required over the next few years

The Property Tax Levy Will Continue to Increase Moderately to Pay for Public Safety Pension
Contributions
e The 2027 total property tax levy is projected to increase by 2.9%, driven entirely by the increases
in required contributions to public safety pensions
e The required contributions are projected to increase from $11.4 million in 2026 to $20.4 million in
2040.
The Public Safety Pension Funds should be fully funded by 2040
The following strategies should be implemented:
o Continue to make the required contributions to the Public Safety Pension Funds using
dedicated revenue from the property tax levy through 2040
o Use other existing revenue sources to fund operations to avoid or minimize increases in
the levy for operations
o In 2027, use the remaining Pension Stabilization Assignment balance of $472,346 to
make a one-time additional payment to the Public Safety Pension Funds to reduce future
contributions
o Consider making contributions in excess of the required contributions to reduce future
pension expenses, if financial conditions in the General Fund allow

Maintaining a Sustainable Health Fund Will Require Increasing Revenues to Cover Expected Cost
Increases
e The Health Fund has been managed financially sustainably for the past 20 years
e Industry-wide and Village health care costs are increasing due to inflation, health system
consolidation, and the use of high-cost pharmaceuticals
e The following strategies should be implemented:
o Continue to manage the Health Fund in a financially sustainable manner, focusing on the
long-term viability, monitoring the cash balance as well as annual revenues and expenses
o Over the next few years, take steps to achieve balanced annual budgets:
m Consider increasing all Health Fund revenue sources
m  Control costs by continuing to educate employees on healthcare consumerism and
utilization, such as advocating for early cancer screenings and pharmaceutical
alternatives for expensive and specialty drugs



m Consider incorporating plan design changes and technological advancements to
assist with controlling health plan costs
o Partner with the Village’s health insurance consultants and vendors to monitor and comply
with changing healthcare industry trends
o Continue to fund the OPEB Trust to achieve 100% funding by 2050

The Other Post-Employment Benefit Trust is Performing Well
e The OPEB Trust Fund, established in 2019, is performing as planned, leveraging compound
interest over time and significantly lowering the Village's long-term costs compared to a pay-as-
you-go approach
e The OPEB Trust is in the “accumulation phase,” which started in 2019 and is projected to end in
2034
e The following strategies should be implemented:
o Continue to contribute at least $300,000 annually to the OPEB trust
o Once the trust achieves an 80% funding threshold (expected by 2034)
m Transition to making annual contributions based directly on an actuarially
determined calculation
m Start using funds from the trust to pay for retiree healthcare benefits, based on
an actuarially determined amount

The Capital Fund Should be Able to Pay for Planned Streetscapes and Active Transportation Plan
Improvements Over the Next 5 Years. With the strong fund balance, ongoing revenues bolstered by
recent rate increases, and grants, the Capital Fund:

Is likely to be sustainable through 2031
Should be able to pay for all of the recommended projects in the Streetscapes Plan,
repairs to the sidewalks in the downtown, and five prioritized projects in the Active
Transportation Plan

o Can provide $200,000 annual funding for the public art program

A Facilities Maintenance Plan has been Developed Based on the Results of the Facilities
Condition Assessment Report

e Approximately $1 million per year is required to properly maintain the Village's major buildings
($300,000 more than is currently being provided)

e The Village should develop a plan to replace Fire Station 3 by 2031 and the Fleet Garage by
2036

In the FY27 Budget, An Additional Staff Member will be Requested to Assist with Lead Service Line
Replacements over the next 11 Years

If Funds are Available, the Following Identified Needs Should be Considered:
e Additional funding for public safety pension contributions
e Contributions to the Health Fund
e Begin saving money for the planned replacement of Fire Station 3
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Introduction and Overview

The Long Range Plan identifies and addresses issues affecting the long-term future

of the Village. The Plan establishes the Village’s goals and priority actions that guide annual
budgets, daily operations, and delivery of services. The long range planning process is one of
many strong management practices that led S&P to grant the Village its highest bond rating of
AAA. The Long Range Plan consists of:

Strategic Goals for 2025 to 2027 and beyond

Key trends and issues affecting the Village’s long-term future
Strategies and solutions to address key trends and issues
Priority Action ltems to be completed by April 2027

To prepare the update to the Long Range Plan, the Village Council will meet multiple times in a
workshop format from July through September. The meetings provide an opportunity for
dialogue and collaboration among the Village Council, community members, and staff.

Date Topics
e Introduction and Overview
Julv 21 e Strategic Goals
y e General Fund and Property Tax Levy
e Health Fund and Other Post-Employment Benefits
Auqust 4 e Village Facilities
9 e Capital Fund and Guiding DG Implementation
August 18 e Priority Action Items Update
September 1 e Review and Accept the 2025-2027 Long Range Plan Update




Flight Analogy

The graphic below compares the roles of the Village Council and staff with an airline flight. The
Long- Range Planning process takes place at the 30,000--40,000 foot level. The Council and
community also have opportunities for input at the lower levels throughout the rest of the year,
such as during regular Council Meetings, as part of the budget process, and in communicating
formally and informally with members of the Village Council and staff.

Purpose Council & Staff Work
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Strategic Goals

The Village Council developed the following strategic goals:

Steward of Financial, Environmental, and Neighborhood Sustainability
Exceptional Municipal Services

Top Quality Infrastructure

Strong, Diverse Local Economy

A Safe and Welcoming Community

A Beautiful Community

Continual Innovation



Achievements and Results

In the past several years, the Village has completed many key accomplishments and achieved
significant measurable results to further the Strategic Goals. Prior year Annual Reports
summarize these accomplishments and results.

Vision, Goals, and Objectives

The Strategic Goals are supported by and applied in conjunction with the Village’s Vision,
Goals, and Objectives. The Comprehensive Plan articulates the vision for the desired
characteristics of the Village for the next 20 years. The plan is the basis for the Goals and
Obijectives that will lead the Village through the implementation of the LRP. The Village’s LRP
Goals encapsulate the goals stated through the Village’s recently completed Guiding DG
initiatives, including the Comprehensive Plan, the Environmental Sustainability Plan, the Active
Transportation Plan, and the Streetscapes Plan.

Steward of Financial, Environmental, and Neighborhood Sustainability

The Village should act as a steward of public resources to achieve financial, environmental, and
neighborhood sustainability. Financial sustainability can be achieved by aligning expenses with
revenues on a long-term basis. The Village should control increases in expenses and implement
revenue sources that withstand short-term uncertainty and provide long-term stability.

Neighborhood sustainability refers to the Village’s role in crafting and applying policies and
codes that help maintain or achieve the desired character of existing neighborhoods.

Environmental sustainability refers to the Village’s goal to become a model sustainable
suburban community. The Village will accomplish this through a collective effort with other
governmental partners and the community to find innovative ways to reduce its impact on the
environment and promote equitable benefits through effective communication and collaboration,
thoughtful planning and investment, and shared values for the natural world. It is the Village’s
responsibility to engage in a continuous and conscious effort to deliver services strategically and
conduct strategic policymaking to preserve resources and enhance the environment for future
generations.

Exceptional Municipal Services

The services provided by the Village to residents, businesses, visitors, and all other
stakeholders should be of the highest quality and exceed expectations. Village services should
be delivered at a value to the community and should reflect the needs and desires of the
community as a whole. This is achieved through maximizing the value of public dollars by
partnering with overlapping and adjacent government entities. The value of the Village’s
services should be regularly communicated to the public. The Village should be transparent and
accessible, and residents should be engaged and able to interact with their local government.
The Village achieves this by producing timely communications in multiple media formats,
publishing financial information in a way that is clear and understandable, and seeking and
implementing new ways to gather input from residents and other stakeholders.



https://www.downers.us/finance-forms-and-docs
https://hlplanning.sharepoint.com/sites/ExternalShares/Shared%20Documents/Forms/AllItems.aspx?id=%2Fsites%2FExternalShares%2FShared%20Documents%2FProject%20Shares%2FDowners%20Grove%20IL%20EXT%20COMP%20PLAN%2FClient%20Share%2F5%2E15%2E2025%20Guiding%20DG%2FGuiding%20DG%5FComprehensive%20Plan%5FDraft%2005%2D12%2D2025%2Epdf&parent=%2Fsites%2FExternalShares%2FShared%20Documents%2FProject%20Shares%2FDowners%20Grove%20IL%20EXT%20COMP%20PLAN%2FClient%20Share%2F5%2E15%2E2025%20Guiding%20DG&p=true&ga=1
https://www.downers.us/community-development

Top Quality Infrastructure

The Village owns and operates several infrastructure systems, including streets, sidewalks, bike
lanes, bike paths, pedestrian infrastructure, a stormwater management system, and a water
supply and distribution system. The Village will partner with other governmental entities to work
towards a seamless and efficient transportation system that offers good connectivity, improves
safety and mobility for all modes of transportation, and enhances the character of the
community. The Village has identified specific performance and maintenance measures for
each infrastructure system. The Village should continue to invest in critical infrastructure
systems so that they meet or exceed performance and maintenance standards and continue to
ensure a resilient, sustainable, and high-quality of life for the whole community.

Strong, Diverse Local Economy

The Village should continue to strengthen and diversify the local economy by working with the
Downers Grove Economic Development Corporation (DGEDC) and implementing the
recommendations of the Comprehensive Plan. The DGEDC, a private not-for-profit agency, is
committed to strengthening and diversifying the local economy by retaining existing businesses
and attracting new businesses. They strive to strengthen the commercial and industrial property
tax base and the sales tax base, increase hotel tax revenue and grow local employment.

The Comprehensive Plan, adopted in 2011 and updated in 2017 and 2025, serves as a tool for
improving the community in many areas, including economic development. The Village
continues to work with the DGEDC to implement the recommendations of their Strategic Plan.

A Safe and Welcoming Community

The Village should strive to provide and maintain a safe and welcoming community where
people feel a sense of belonging. Safety should be a priority when providing services and
constructing infrastructure. The services and infrastructure systems provided by the Village
should work together to further this goal. All community members should be safe while
participating in daily activities such as spending time in their house and neighborhood, driving a
vehicle, riding a bike, and going for a walk. The Village should encourage and facilitate high-
quality housing and neighborhoods for a diversity of residents to expand the reputation of
Downers Grove as an attractive place to live. The Village should enjoy a low crime rate along
with a low occurrence of fires and injuries. Buildings, both private and public, should be
constructed in a manner that provides a safe environment for all occupants. All stakeholders,
longtime residents, newcomers, and visitors should feel a sense of belonging in the community.

A Beautiful Community

The Village should strive to enhance the appearance of the community. The built environment
should be visually pleasing, of an enduring design, and instill a sense of pride among residents,
visitors, and stakeholders. Public spaces should be inviting and engaging while providing a
comfortable and welcoming place for people. Any project or improvement constructed or
installed by the Village, large or small, should consist of a high-quality design aesthetic.




Continual Innovation

Innovation refers to the discovery, development, and implementation of leading ideas and
practices. Continual innovation leads to increased value of each dollar of investment in Village
operations. It is achieved by emphasizing a leadership philosophy that is issue-focused and
builds on the skills and talents of all employees within the organization. Village staff carefully
consider the benefits of innovative practices to ensure success and value to the organization.




General Fund Sustainability

In 2026, revenues are projected to be at $71.1 million, and expenses are projected to be
approximately $67 to $68 million (sustainable budget)
In 2027 and 2028, revenues are projected to increase 4% each year, while expenses are
projected to increase at an annual rate of about 6%
o Expected key revenue drivers are retail sales-related revenue and income tax
o Expected key expense drivers are personnel costs (primarily public safety
pension fund contributions and health benefit expenses) and general inflation
affecting non-personnel expenses
If recent trends and Village practices continue, there should be sufficient revenue in the
General Fund through FY29

Background .
& Key Facts

About 50% of revenue comes from sources affected by economic conditions

Effective January 2026, the Village adopted a 0.5% increase in Home Rules Sales Tax
(from 1.0% to 1.5%) and also a 1% increase in the Hotel Tax (from 4.5% to 5.5%)
These revenue enhancements are budgeted to generate an additional $1.3M in the
General Fund for operating expenses

In 2025:

Revenue exceeded expenses (REV=$68.4M, EXP=$67.3M)

Revenue increased 8.6% compared to FY24, driven by strong results in retail sales-
related revenue

$5.2M was transferred to the Health, Major Buildings, and Equipment Replacement
Funds

From 2020 to 2025:

Revenues exceeded expenses, allowing money to be transferred from the General Fund
to other funds to address other financial and strategic needs, including the Civic Center
Project ($9.4M), Equipment Replacement Fund ($4.35M), Risk Fund ($3.9M), Capital &
Facility Maintenance Expenses ($4.4M) & Health Fund Expenses ($6.85M)

Revenue increased from $50.9 to $68.4 million (34%)

Expenses, before the transfers noted above, increased from $47.7 to $62.0 million
(30%), driven primarily by personnel expenses, public safety pension contributions, and
inflation

Strategies
& Solutions

Continue to manage expenses within budgeted amounts and maintain the fund balance
at the recommended level of 38% of annual expenses.
Continue to prepare balanced, sustainable annual budgets
Continue to strategically transfer money from the GF to fund identified needs such as
public safety pensions, facilities, and health expenses
o If revenues continue to exceed expenses, increase the budgeted transfer of
expenses to proactively address identified needs in other funds
o If revenues fall short of expenses, consider reducing the budgeted transfers to
other funds
Make the required contributions to the Public Safety Pension funds using dedicated
revenue from the property tax levy
Use alternative revenue sources to fund operations to avoid or minimize increases in the
levy for operations

10




Table 1 - General Fund Revenues, 2021 to 2026

Revenue Source 2021 | 2022 | 2023 | 2024 | 2025 | 202° 2027-2028 Outlook
Retail Related Sales Tax 17.8 | 1841 191 | 185 20.8 | 22.9 | Continued growth
Property Tax (OPS) 6.0 6.0| 6.4* 6.0 6.0 5.5 | Discretion of Village Council
Income Tax 6.5 8.2 8.0 8.5 9.1 9.3 | 3% increase
Utility Taxes 3.6 3.6 3.4 3.3 3.4 3.4 | Flat
Building Permits 1.1 1.9 1.2 1.3 2.2 1.8 | Cyclical
Food & Beverage 3.0 3.6 3.7 3.7 3.8 3.8 | Flat
Ambulance Fees 3.7 3.8 3.7 3.3 4.3 4.0 | Flat
Cellular Equip Rental 1.2 1.0 1.0 0.9 0.9 0.9 | Declining
Hotel Tax 0.6 0.8 0.8 0.9 1.0 1.1 | Slight increase
Interest 03| 06| 09| 09| 12| 1.]|Ngntdecrease duetomarket

fluctuations

*NOTE: The increase in Property Tax (OPS) from 2022 to 2023 was due to the Council’s direction to
implement a flat levy approach to smooth the impact of expected increases in the FY24 pension levy.
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Property Tax Levy & Public Safety Pensions

e The total tax levy has increased by $1.05M from $16.9M in 2024 to $17.9M in
2026 (6.2% increase), driven entirely by required contributions to public safety
pension funds

e The Village’s required contributions to the public safety pension funds have
increased from $6.53 million in 2018 to $11.44 million in 2026, an increase of
$4.91 million (75%)

e The required contributions are projected to increase from $11.4 million in 2026
to $20.4 million in 2040

e In 2027, the required public safety pension contribution is projected to increase
by $532,541, a 3.7% increase for the Fire Pension and a 5.6% increase for the
Police Pension

Trends
& Issues

Property taxes account for approximately 25% of the General Fund budget.
The Village’s property tax consists of five components that support specific
services and obligations of the Village. The two most significant components of
the levy are the levy for operations and the levy for pension obligations.

e The Village makes the required contribution to the public safety pension funds
each year.

e There are two public safety pension funds: the Firefighters Pension Fund and
the Police Officers Pension Fund.

Background e |n 2023, the Village created a Public Safety Pension Assignment within the

& Key Facts General Fund to reduce the reliance on property taxes to fund the annual
required contribution.

e Funds in this assignment were used in 2024 and 2025 to reduce the total
property tax levy and smooth the annual increase paid by property tax payers.

e |n 2026, the Village levied property taxes to pay for the required contributions
to the public safety pension funds and reduced the operations portion of the
property tax levy by $500,000.
The Public Safety Pension Assignment will not be used in 2026.
The Assignment currently has a balance of $472,346.

e Continue to make the required contributions to the Public Safety Pension
Funds using dedicated revenue from the property tax levy through 2040

e Use alternative revenue sources to fund operations to avoid or minimize
increases in the levy for operations

Strategies e In 2027, use the remaining Pension Stabilization Assignment balance of

& Solutions $472,346 to make a one-time additional payment to the Public Safety Pension
Funds to reduce future contributions

e Consider making contributions in excess of the required contributions to
reduce future pension expenses, if financial conditions in the General Fund
allow

13
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e FY26 (Proposed) Change Percent Change
Operations $5,522,145 $5,522,145 -
Public Safety $11,440,995 | $11,973,536 $532,541 4.7%
Capital $971,524 $971,524 -
Total $17,934,664 | $18,467,205 $532,541 2.9%
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FAQ on Public Safety Pensions

What Does “Public Safety Pension” Mean?

Police officers and firefighters are eligible for pension benefits upon retirement if they meet certain eligibility
criteria, which are set by the State of Illinois law. Each municipality that employs police officers and firefighters
must maintain a fund to pay the pensions. The pension funds are invested using parameters established by the
State of lllinois to increase the value of the fund over time. The level of pension benefits is determined by State
law.

Who Pays for Public Safety Pensions?

Both the employer and the employee are responsible for funding the public safety (police and fire) pension
funds. Police officers contribute 9.91%, and firefighters contribute 9.455% of their salaries toward their
pensions. This percentage is governed by state statute. The Village makes an annual contribution to each
pension fund. The amount is based on an actuarial calculation that is determined by figuring the potential cost
of the system based on statistical analysis, which considers investment returns, employee contributions, and
pension benefit payout costs.

Does the Village Fund the Pensions at the Required Amount?
Yes, each year the Village makes the required annual contribution to both the Police and Fire Pension Funds.

Total Projected Village Contribution

The chart below shows the projected annual required contributions to the public safety pension
funds from 2023 through 2040. This projection was initially prepared by an actuary, but the
contributions have been updated to reflect new actuarial assumptions. Required contributions
are projected to increase from $10.7 million in 2025 to just over $20 million in 2040. The actual
annual required contributions are calculated each year and will vary from the projections in the
chart. However, the projections serve as an effective guide and planning tool. Both the police
and the fire pension funds are on track to be fully funded by 2040.

15
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Public Safety Pension Stabilization Assignment

In 2023, the Village assigned funds specifically for future pension contributions. This pension
stabilization assignment, which is part of the General Fund fund balance, was used in 2024 and
2025 to reduce the total levy and to smooth the impact of annual increases. As of 12/31/2025,
the stabilization assignment balance is $472,346.

Planned Use of the Assignment

In 2025, the Village approved a 0.5% increase to the Home Rule Sales Tax with the intention of
using a portion of those revenues to reduce the amount of property taxes needed to fund the
annual required contributions to the public safety pensions. The FY26 Budget utilized $500,000
of this new revenue, which was offset by an equal decrease in the operations portion of the
property tax levy. This strategy allows the Village to continue making the annual required
contribution to the public safety pensions using property taxes while providing flexibility to
reduce the overall annual increase in property taxes by using alternative revenue sources to
fund operations. This updated strategy kept the public safety pension stabilization assignment at
a balance of $472,346. Rather than using the assignment to reduce the public safety pension
portion of property taxes in the near term, it is recommended that the balance be used to make
a one-time additional contribution to the two pension funds. The additional contribution will
provide future benefits by reducing the necessary contribution between 2027 and 2040.

16



Background
& Key Facts

Strategies
& Solutions

Health Fund Sustainability

The Health Fund has been managed financially sustainably for the past 20 years
o A positive cash balance was established in 2005 and has been maintained each
year since
o The cash balance of $573,000 in 2006 (18% of annual expenses) grew to $5.6M in
2025 (50% of annual expenses)
In 2024 and 2025, annual expenses exceeded revenue
The FY26 Budget reflects expenses $1.9M more than revenues, with an estimated ending
balance of $3.7M (32% of expenses)
Recent budget shortfalls were addressed with $6.9M of unbudgeted transfers from the
General Fund
Industry-wide and Village health care costs are increasing due to inflation, health system
consolidation, and the use of high-cost pharmaceuticals
In 2024, the total medical claims paid by the Village were the highest amount in the last 15
years, increasing by approximately 47.6% since 2010.

The Village pays for all expenses, including medical, dental, vision, and life insurance
claims, from the Health Fund - the VoDG is self-funded
The Village provides benefits for active and retired employees of the Village, Library, Park
District, and Economic Development Corporation
Primary revenue sources include:

o Transfers from other Village funds (mostly from the General Fund)

o Payments from the partner organizations

o Contributions from Village employees and retirees
The Village partners with health insurance consultants and vendors to ensure that
discounts received through contracts are cost-effective
The Village created an OPEB trust in 2019 to prefund the Village’s obligation for post-
employment benefits for health insurance
Claims and program administration are managed by internal staff with contractual support
The Village maintains an interdepartmental and inter-agency focus on improving employee
well-being to drive down costs related to health insurance expenses
For FY26, some plan design changes were implemented

Continue to manage the Health Fund in a financially sustainable manner, focusing on the
long-term viability, monitoring the cash balance as well as annual revenues and expenses
Over the next few years, take steps to achieve balanced annual budgets:
o Consider increasing all Health Fund revenue sources
o Control costs by continuing to educate employees on healthcare consumerism and
utilization, such as advocating for early cancer screenings and pharmaceutical
alternatives for expensive and specialty drugs
o Consider incorporating plan design changes and technological advancements to
assist with controlling health plan costs
Partner with the Village’s health insurance consultants and vendors to monitor changing
healthcare industry trends
Continue to fund the OPEB trust to achieve 100% funding by 2034

17
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OPEB - Other Post Employment Benefits

Trends
& Issues

Background
& Key Facts

Strategies
& Solutions

Illinois municipalities are required to provide retired employees access to
health benefits, known as Other Post Employment Benefits (OPEB)
Because the Village’s cost to provide these benefits exceeds the premiums
paid by retirees, it creates an OPEB liability
The Village’s current total OPEB liability is $10.7 million
o The unfunded liability is $7.3 million
o The funded liability is $3.4 million
This liability is driven by two groups
o Traditional retirees who pay premiums
o Public safety retirees under the Public Safety Employment Benefits
Act who receive premium-free benefits due to career-ending work-
related disabilities

Beginning in FY18, the Government Accounting Standards Board (GASB)
required municipalities to report this liability on financial statements
In 2012, the Village reduced the unfunded liability by $7.2 million by moving
retirees 65 and older to a fully insured Medicare Supplement plan.
In 2019, the Village established an OPEB Trust Fund to invest annual
contributions which leverages compound interest over time, significantly
lowering the Village's long-term costs compared to a pay-as-you-go
approach
o A Funding Policy guides the contributions to the Trust
o The management of the assets is guided by an Investment Policy,
which provides a clear understanding of the objectives, goals, risk
tolerance, and investment guidelines
o By contributing $300,000 annually since the Trust's creation, the
fund balance now stands at over $3.5 million, making the OPEB
liability approximately 30% funded
Per actuarial industry standards, funds should only be used to pay for retiree
benefits once the Trust reaches an 80% funding level
The OPEB Trust is in the “accumulation phase,” which started in 2018 and is
projected to end in 2035

Continue to contribute at least $300,000 annually to the OPEB trust.
Once the 80% funding threshold is reached (expected by 2035)
o Transition to making annual contributions based directly on an
actuarially determined calculation
o Start using funds from the trust to pay for a portion of retiree
healthcare benefits, based on an actuarially determined amount
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https://www.downers.us/corecode/uploads/document6/uploaded_pdfs/corecode/FS_OPEB_Funding%20Policy_228.pdf
https://www.downers.us/corecode/uploads/document6/uploaded_pdfs/corecode/FS_OPEB_Trust-Investment-policy_229.pdf

OPEB FAQ

What does the acronym “OPEB” refer to?
The OPEB acronym refers to Other Post Employment Benefits.

What OPEB benefits apply to the Village?

For the Village, OPEB consists only of health care benefits for retirees, which include paid healthcare premiums
for Public Safety Employee Benefits Act members, paid retiree health premiums for those retired before 2009,
and a portion of the premiums contributed to the Village’s self-funded health fund on behalf of active employees.

Will OPEB benefits ever be eliminated?
No, per state statute, all employers must offer health care insurance to their retirees; these benefits will always
exist, and they will increase as healthcare costs increase.

Will the OPEB liability ever be eliminated?
No. The OPERB liability will be present as long as the Village establishes the same premium amounts to all
employees, regardless of age, rather than charging higher premiums to employees over a certain age.

What is the OPEB total liability?
The OPEB total liability is the total cost of all future retiree healthcare benefits that have already been earned by
employees. This liability is determined annually by an actuary.

What is the unfunded OPEB liability?
The unfunded OPERB liability is the portion of the OPEB total liability that the Village does not have money
specifically designated for.

What is the funded OPEB liability?
The funded OPEB liability is the amount the Village has already set aside in savings or investments to help pay
for the OPEB total liability. The money in the OPEB trust represents the funded OPEB liability.

What is the relationship between the OPEB total liability, funded liability, and unfunded liability?
The OPEB unfunded liability is the difference between the total OPEB liability and the funded OPEB liability.
The goal is to reduce the unfunded amount by increasing the funded amount over time.

What are the key benefits of an OPEB trust?

e Reduced Long-Term Costs: Investing funds allows returns to help cover obligations, reducing the
overall cost compared to a pay-as-you-go approach.

e Financial Stability & Liability Reduction: Establishing an irrevocable trust demonstrates financial
responsibility, which can improve credit ratings and reduce Net OPEB Liability on financial statements.

e Intergenerational Equity: Ensures current taxpayers pay for the benefits earned by employees today,
rather than pushing costs to future generations.

e Asset Protection: Trust assets are legally protected from the creditors of the employer.

e Higher Investment Returns: Unlike general funds, trust assets can be invested with a long-term
horizon (similar to pensions), yielding higher returns.
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in Millions
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