
 
 
 

 
 
 
 

 
 

 

 
PART VII 

 

BUDGET POLICIES 
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Budget Policies 

In ongoing efforts to formally address long-term budgeting provisions, the City of Evanston has 
endorsed a Budget Policy.  The City Council initially adopted this Budget Policy in December 2000. 
This policy has been revised as follows: 
 
I. Budget Process 
 
Compilation of the Proposed Budget - Each year the City Manager shall prepare and submit a 
proposed budget to the City Council, allowing ample time for discussion and decision-making.  The 
proposed budget shall contain estimates of revenues available to the City along with recommended 
expenditures for the departments, boards and commissions.  The City Manager is required to submit 
a balanced budget to Council in which revenues equal expenditures 

 
Preliminary Pubic Hearing 
In September of each year prior to submission of the City Manager’s proposed budget to the City 
Council, the City shall publicize and conduct a public hearing to receive input from citizens 
concerning municipal appropriations for the coming fiscal year. 
 
Mid- year Budget Workshop 
Each year the Administration and Public Works Committee shall schedule and hold a mid-year 
budget workshop.  The workshop shall review but not be limited to: 

 A revenue and expenditure report for the current fiscal year 

 Structural or legislative issues affecting the current or future fiscal year 

 Revenue and expenditure forecast for the upcoming fiscal year 

 Other issues of policy or indicators that will affect the upcoming fiscal year budget 
 
Quarterly Financial Update 
Following the end of each financial quarter, the City Manager shall present a report summarizing 
budgeted vs. actual revenues and expenditures. 

 
Review of the Comprehensive Annual Financial Report 
The Administration and Public Works Committee shall review the Comprehensive Annual Financial 
Report.  This review shall take place at the earliest meeting date following publication.   

 
Copies of the Proposed and Final Budget 
Sufficient copies of the proposed and final budget shall be placed on file in printed form for public 
inspection at the City Clerk, at the Public Library, and at all library branches. An electronic version 
of the proposed and final budget shall be posted on the City of Evanston Website.   The City of 
Evanston may offer for sale a printed and electronic copy of the proposed and final budget for a fee 
not to exceed the cost of preparation, printing, and distribution of the budget. 
 
Public Hearing, Notice and Inspection of Budget - The City Council will hold a public hearing on 
the annual budget prior to final action by the City Council. Notice of this hearing shall be published 
in a local newspaper at least ten days prior to the public hearing.  Copies of the proposed budget will 
be available for public inspection in printed form in the office of the City Clerk for at least ten days 
prior to the hearing.  
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The City Council budget meeting agendas will be available to the public prior to the initial special 
meeting of the City Council on the proposed budget.  

 
Each special meeting of the City Council on the proposed budget shall designate a period of time 
for citizen testimony concerning budget matters discussed during that special meeting.  The length 
of such time shall be determined by the chairman prior to the budget meeting process.  

 
Submission of the Proposed Budget 
The City Manager will submit a balanced budget to the City Council by October 31.  
 
Revision of Annual Budget - Following City Council adoption of the budget, the City Council by a 
vote of two-thirds of its members, shall have the authority to revise the budget by transferring 
monies from one fund to another or adding to any fund. No revision of the annual budget shall 
increase the budget in the event monies are not available to do so.  
 
II.  Fund Policies 
 
General Fund  
The General Fund budget will be balanced each year, subject to the current Fund Reserve level. In 
the event the General Fund Reserve balance is below the minimum level of 16.6%, the fund may be 
structured with a surplus budget in order to bring reserves up to the minimum. In the event the fund 
reserve is above the 20% recommended maximum, the budget may be structured in a deficit to 
account for the transfers out to other funds as noted in the reserve policy. 
 
Parking System Fund  
This is an enterprise fund and as such is expected to be self-sufficient.  Any revenues generated, 
especially from sales, should be retained to maintain the fund.  Periodically, fees should be increased 
to sufficiently fund operating costs, depreciation, and a reserve.  The General Fund will continue to 
be properly compensated for administrative expenses, which support parking system activities. 

 
Water Fund  
A minimum of 16.6% of expenses shall be maintained as a reserve; in addition, a sufficient reserve 
shall be maintained to meet debt requirements. A portion of the fund reserve shall be used to fund 
depreciation and capital improvement needs. 
 
Fire and Police Pension Funds 
The Firefighters and Police Pension Funds shall receive funding in accordance with the Joint 
Actuarial Report provided by the City and both Funds each year. Actuarial methods and 
assumptions shall be reviewed annually and shall meet or exceed Illinois statutory regulations. 
 
Emergency Telephone System Fund 
This fund must be maintained at a level adequate to provide for maintenance of current operations, 
the capability to respond to unforeseen events, funding of long-term capital improvements, and 
needed upgrades. The fund shall be entirely supported by revenues received from the imposed 
telephone surcharge. 
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Motor Fuel Tax Fund 
Revenues for this fund are provided by the state motor fuel tax and as such should be used only for 
street improvement, repair, and maintenance as allowed by State of Illinois law. Funds may be 
accumulated for the purpose of accomplishing major projects, however, the beginning reserve 
balance for this fund should not fall below 25% of the annual revenue received in the prior year. 
 
Insurance Fund  
The Insurance Fund must be maintained to meet the City’s current and future insurance liability and 
self-funded employee benefits program requirements. Liability Insurance Requirements include 
current budget year obligations and building a reserve (as noted in the fund reserve section of this 
communication) over seven years to prepare for anticipated claims and losses. The City Manager 
shall be required to present an annual report itemizing all of the City’s current and long-term claims 
and liabilities. Each year City staff will review worker compensation, liability, and property insurance 
policies to determine if coverage meets current financial and operational needs. The City Manager 
each year will recommend to the City Council insurance policy coverage and limits and include the 
necessary funds in the operating budget. Self-funded Employee Benefit Program costs are accounted 
for in this fund and at the Intergovernmental Personal Benefits Cooperative (IPBC). As required by 
the IPBC the City will maintain a minimum of one month’s reserve for PPO benefit programs at the 
IPBC. Further, the City will set rates and manage program benefit costs to keep cost increases below 
the Medical rate of inflation. 
 
Fleet Services Fund  
The City of Evanston shall maintain vehicles and equipment, which are safe and adequate for the 
demands of the operating departments. Interfund transfers from operating departments shall be 
established to maintain the necessary staff, equipment and supplies/parts to service all appropriate 
vehicles. 
 
Equipment Replacement Fund 
The Equipment Replacement Fund receives interfund transfer from operating department’s 
established to replace vehicles within 2 years of the expiration of their useful life as determined by 
the fleet maintenance division. General obligation debt shall only be used for vehicles with an 
expected life equal to or greater than 15 years and with a purchase price greater than or equal to 
$250,000. 

 
Debt Service Fund 
General Obligation Debt of the City means debt (viz., bonds) for which an unlimited real property 
tax levy is made or pledged for payment.  General Obligation Debt shall be allocated into two 
categories.  Self-Supporting General Obligation Debt shall mean General Obligation Debt which, at 
the time of issuance, is expected and intended by the Treasurer to be payable out of a source of 
funds other than the City’s general real property tax levy, thus permitting the abatement and 
avoidance of the property tax levy to pay such bonds; examples of Self-Supporting General 
Obligation Debt include (without limitation) bonds payable from the Water Fund or the Sewer 
Fund, bonds payable from special assessments, bonds payable from tax increment financing areas, 
and bonds payable from Motor Fuel Taxes.   
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Tax-Supported General Obligation Debt shall mean all other General Obligation Debt, which is 
expected and intended to be paid from a general real property tax levy.  General Obligation Debt 
shall not include any obligation of the City not denominated a bond, including, without limitation, 
short term notes or warrants or other obligations which the City may issue from time to time for 
various purposes and to come due within three (3) years of issuance.  General Obligation Debt does 
not include bonds which have been refunded or decreased and which, as a consequence of same, are 
provided for from a dedicated source of funds or investments.  Self-Supporting General Obligation 
Debt shall not be limited by this Budget Policy.   
 
Tax-Supported General Obligation Debt shall not exceed $155,000,000 in aggregate principal 
amount, which limit is expressly subject to increase from time to time by action of the City Council 
as the needs of the City may grow.  General Obligation Debt issued as so-called zero coupon bonds 
or capital appreciation bonds shall be counted as debt in the original principal amount issued.  
 
The Treasurer shall at all times keep a book or record of all General Obligation Debt and its proper 
allocation.  The Treasurer’s statements as to the allocation of General Obligation Debt into these 
two categories shall be conclusive.  Notwithstanding this statement of policy, all bonds or other 
obligations by whatever name designated of the City duly authorized to be issued by the City 
Council shall be valid and legally binding as against the City, and there shall be no defense of the 
City as against any bondholder or other obligation holder on the basis of this policy. 

 
Sewer Fund 
This is an enterprise fund and as such is expected to be self-sufficient. As a result, rates should be 
scheduled to increase to meet costs of sewer operations, debt service, and capital projects. Transfers 
to other funds for administrative expenses should be maintained to reflect true program costs.  
 
Solid Waste Fund 
This is an enterprise fund and as such is expected to be self-sufficient. As a result, rates should be 
scheduled to increase to meet costs of solid waste operations, debt service, and capital projects. 
Transfers to other funds for administrative expenses should be maintained to reflect true program 
costs. 
 
Expenditure Analysis 
City Council shall review all significant operational, economic, program, and expenditure proposals 
in regard to the short term and long-term budgetary and economic impact.  The appropriate City 
Department and staff shall provide the budget analysis for the review and consideration by the City 
Council. 
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III. Fund Reserve Policy 
 

The Fund Reserve Policy is as follows: 
 
General Fund 
A minimum of 16.6% or two month of operating expenses shall be maintained as a reserve.  Any 
monies over a 16.6% reserve in this fund shall be re-appropriated to other funds that have not met 
its reserve requirements.  Once all funds have met their fund requirements additional funds shall go 
to the Capital Improvement Program. A minimum of a 5% reserve is required, per bond 
agreements. 

 
Parking System Fund 
A minimum of 16.6% expenses shall be maintained as a reserve; in addition a sufficient reserve shall 
be maintained to meet bond requirements. A portion of the fund reserve shall be used to fund 
depreciation and capital improvement needs. A minimum of 5% is required, per bond requirements. 

 
Water Fund 
A minimum of 16.6% of expenses shall be maintained as a reserve; in addition, a sufficient reserve 
shall be maintained to meet debt requirements. A portion of the fund reserve shall be used to fund 
depreciation and capital improvement needs. 
 
Sewer Fund 
A minimum of 16.6% of expenses shall be maintained as a reserve; in addition, a sufficient reserve 
shall be maintained to satisfy both bond and Illinois Environmental Protection Agency (IEPA) loan 
debt requirements. A portion of this fund reserve shall be used to fund depreciation and capital 
improvement needs. 
 
Solid Waste Fund 
A minimum of 16.6% of expenses shall be maintained as a reserve; in addition, a sufficient reserve 
shall be maintained to satisfy debt requirements. A portion of this fund reserve shall be used to fund 
depreciation and capital improvement needs. 
 
Motor Fuel Tax Fund 
A minimum of 25% expenses shall be maintained as a reserve in order to ensure the efficient startup 
of roadway projects each year. 
 
Capital Improvement Fund 
A minimum of 25% of expenses funded from non-debt sources shall be maintained as a reserve. No 
debt-service costs are located in this fund and therefore no reserve is required for debt service. This 
25% reserve shall be used for the startup costs of the current year capital projects in the approved 
annual budget. Any funds that remain unspent from incomplete capital projects shall be in addition 
to this 25% level. Any funds that are unspent from projects that were completed under budget shall 
be included in this 25% level. All projects funded from bond proceeds or other debt issues, shall be 
tracked along with that debt issue to comply with arbitrage and issuance compliance regulations. 
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Tax Increment Finance Funds 
Fund reserves shall be based on outstanding debt-service requirements or multi-year development 
incentives established by the City. Reserves shall be designated for the funding of these long-term 
expenses prior to being released for future capital or development expenses. 
 
Insurance Fund 
Health Insurance Reserves should be no less than three months of annual expenses. At least one 
month of the three month reserve is required to be kept at the Intergovernmental Personal Benefits 
Cooperative (IPBC). This reserve will be utilized to cover the claims payable cycle cost which is 
approximately 45 days, and to provide for reserves in the event of major changes in rates/claims 
experience. Liability Insurance Reserves are not established to fully fund all potential future claims. 
As such, cash reserves should be set at a minimum of 25% of outstanding claims payable as defined 
in the prior year audit or twice the current annual self-insured retention coverage level (currently at 
$1,250,000). 
 
Fleet Maintenance Fund  
Fleet Maintenance Fund Reserves should remain in a positive position with sufficient funds to 
operate during the year. 
 
Equipment Replacement Fund  
Equipment Replacement Fund Reserves should not exceed the amount of accumulated depreciation 
of the City’s fleet as noted in the prior year Annual Audit. 
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The City was incorporated in 1863.  The City operates under a Council-Manager form of 
government, is a home rule municipality as defined by Illinois state law and provides the following 
services as authorized by its charter: general management and support, public safety, public works, 
health and human resource development, library, recreational and cultural opportunities, and 
housing and economic development. 
 
The City uses funds and account groups to report on its financial position and the results of its 
operations.  Fund accounting is designed to demonstrate legal compliance and to aid financial 
management by segregating transactions related to certain City functions or activities. 
 
A fund is a separate accounting entity with a self-balancing set of accounts.  An account group, on 
the other hand, is a financial reporting device designed to provide accountability for certain assets 
and liabilities that are not recorded in the funds because they do not directly affect net expendable 
available financial resources. 
 
Funds are classified into three categories: governmental, proprietary and fiduciary.  Each category, in 
turn, is divided into separate “fund types.” 
 
Governmental funds are used to account for all or most of the City’s general activities, including the 
collection and disbursement of earmarked monies (special revenue funds), the acquisition or 
construction of general fixed assets (capital projects funds), and the servicing of general long-term 
debt (debt service funds).  The general fund is used to account for all activities of the City not 
accounted for in some other fund. 
 
The City follows these procedures in establishing the budgetary data reflected in the financial 
statements: 
 
1. The City Manager submits to the City Council a proposed operating budget for the fiscal 
year commencing the following fiscal year.  The operating budget includes proposed expenditures 
and the means of financing them. 
 
2. Public budget hearings are conducted.  Taxpayer comments are received and noted. 
 
3. The City Manager is authorized to transfer budgeted amounts between departments within 
any fund; however, any revisions that alter the total expenditures of any fund must be approved by 
the City Council. 
 
4. Budgets are legally adopted on a basis consistent with generally accepted accounting 
principles (GAAP).  It should be noted that property taxes are budgeted on a cash basis.  For 
purposes of preparing the combined statement of revenues, expenditure and changes in fund 
balances - budget and actual, GAAP revenues and expenditures have been adjusted to the budgetary 
basis. 
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The level of control (level at which expenditures may not exceed budget) is at the fund level.  All 
unencumbered annual appropriations are lapsed at the fiscal year-end. 
 
Encumbrance accounting, under which purchase orders, contracts, and other commitments for the 
expenditure of monies are recorded, reserve a portion of a budgeted account so that amount is not 
spent elsewhere.  For non-enterprise funds, encumbrances are usually not counted as expenditures 
until the actual disbursement has been made.   
 
The financial information of general governmental type funds (for example, the general fund itself 
and MFT funds) is prepared on a modified accrual basis.  Briefly, this means that revenues are 
usually recorded when they become available and are measurable while expenditures are recorded 
when the liability has been incurred. 
 
The enterprise funds (Water, Sewer, Solid Waste, and Parking), on the other hand, are often 
reported on a full accrual basis.  Not only are expenses recognized when a commitment is made 
(through a purchase order) but revenues are also recognized when they are obligated to the City (for 
example, water user fees are recognized as revenue when bills are produced). 
 
 The Comprehensive Annual Financial Report (CAFR) shows the status of the City’s finances on the 
basis of “generally accepted accounting principles” (GAAP) and a budget basis for comparison 
purposes. 
 
Financial Control Procedures 
 
The City reports financial results based on generally accepted accounting principles as promulgated 
by the Governmental Accounting Standards Board (GASB). The accounts of the City are divided 
into separate self-balancing funds comprised of its assets, liabilities, fund equity, revenues and 
expenditures, as appropriate.  
 
The City’s expenditures are monitored on a regular basis by the Finance Division of the City 
Manager’s Office.  Disbursements are made only if the expenditure is within the authorized 
appropriation. For all major expenditures, purchase orders are prepared, approved and the related 
appropriation is encumbered before a check is issued.  
 

 


