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 Village of  
Barrington Hills  

Memo  
To:  Karen Selman, Finance Committee 
From:  Rosemary N. Ryba, Treasurer 
CC:  Board of Trustees, Village President 
Date:  March 27, 2015 
Re:  Monthly Summary – MARCH BOT MEETING 

 

• Separate memo is distributed for Agenda Item 2.5 (Appropriation 
Ordinance).  The public hearing precedes consideration of the 
ordinance. 

• The monthly snow removal contractual payment to Cuba Township 
Road District in the amount of $25,947.65 is included in Agenda Item 
2.4.  This is payment five (5) of six (6) with last payment due in April, 
2015. An invoice for the materials/special call-out in the amount of 
$7,176.33 is also included in the bills for approval. 

• The Illinois Public Risk Fund (IPRF) concluded their FY ’14 Workers’ 
Compensation audit which resulted in an additional premium of $351 
upon adjustment of 2014’s forecasted payroll, for a total 2014 premium 
of $112,992. 

• Cook County property tax bills were due on March 3, 2015, which the 
County has begun distribution as shown on Schedule J.     

 
• Sikich, LLP has concluded their audit fieldwork for FY ’14.  A draft of the 

financial statement will be available for an April 20, 2015 meeting of the 
Finance Committee. 

• Pursuant to the BOT Meeting of February 23, 2015, attached are 
educational materials for review on the subject of pension obligation 
bonds that detail potential risks and rewards of issuance.  

• The Treasurer’s Report 2.1 is available to the Board of Trustees in the e-
Packet with other March Agenda materials.  Archive records can be 
found online at www.barringtonhills-il.gov/treasurer. 
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C E N T E Rfo r 
RETIREMENT 
RESEARCH 

AN UPDATE ON PENSION OBLlGATION 

BONDS 

By Alicia H. Munnell, Jean-Pierre Aubry. and Mark Cafarelli* 

I NT ROD UCTI O N 

This update shows how Pension Obligation Bonds 
(PO Bs) have fafed sincc thc financiaJ crisis. This in
strument. which is a general obligation ofrhe govern
ment, alleviates pressure on the governmenl's cash 
position: and it may affer cost savings jfthe bond 
p!o(f~ed~ are invcsted, through the pellsion fund. in 
assds that realizt: a rdum higber Ihan the !,;Ost of the 
bontl. At the time of our IasI study. 2009 data showed 
that most issuers had losl money hy issuing a POB,I 
One question is the exlen! to which five addiLional 
years have changeu that picture. 1111: eilrlier stuJy 
also lookcd at thc factors leading a state or locality to 
issuc a POB and concluded that those least able to 
absorb the risk were the most likely 10 do so. The s«
ond qucslion is whether that continues to be Ihe slory. 

The briefproccc<is as foll ows. The fi rst section 
prcscnts a briefhistory ofPOBs from their intra
duction in 1985 to the present. The second s«tion 
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introduces the rationale for, and possible risks assod· 
aled with, issuing a POR. 111e third section evaluates 
PORs at three points in time: 2007 (at the height of 
the s tock markct), 2009 (in the midst of the finandal 
crisis), and 2014 (today). The fourth scction sum· 
marizes the regrcssion results - using an expanded 
sample that indudes cities that do not administer 
their own pension plan - that relate the probability of 
issuing ~ POB 10 the financial pressures of the sr on· 
sor, the ecolIomic euviroument, and financial condi· 
tions such as Ihe ~expe<:ted spread" between interesi 
rates and slock market returns. The {ifth section 
presents a lwo·fold cOlldusion. On the one hand, 
five years of econom ic recovery have improved the 
performance of POBs; on average they have produced 
a real internal rate of return of 1.5 percent. On the 
other hand. while POBs could potentially oc a useful 
tool under the right drcumstances, cvidence to date 

Search for other publications on this topic at: 
err.be.edu 



suggests that the jurisdictions Ihal issue POBs tend to 
be Ihe fmancially most vulnerable with !ime control 
over Ihe timing. 

B AC KG RO U N O 

ln 1985, the city of Oakland. CA, issued the first 
POB.2 AI the time. POBs offcred city, municipal, and 
state governments a dassic arbitrage opportllnity. 
Issued on a tax-exempt basis , the government could 
immediately invest the procceds through the pension 
fund in higher-yic1ding !axallle securi ties. such as 
U.5 . Trcasury OOnds. which would lock in a positive 
net return from Ihe Irallsaclion .J Howevcr, lx:causc 
POSs (and all "arbitrage Ilonds·) dcprived the fed
era1 government oftax rcvcnucs, Congress stopped 
state and local governments from issuing tax-exempt 
oonds solely to rcinvest the proceeds in higher-yield
ing securities. Indeed. the Tax Reform Act of 1986 
(TRA8C1), wh ich did away with the tax exemption for 
POSs, appeared to mark an end for this instrument_ 

5urprisingly. POBs re-cmcrged in the 1990s. TIIC 
st rong perfofmance of the stock market led some 
governments (and bankers) to see a potential arb i
trage opportunity for taxallle PODs. Two faclors were 
importanI. Firs t, laxable interest rales had come 
down considerably, which meant thal rOB oorrow
ing costs werc lower as weil. Second. pension nmds 
had increased their equity holdings sullslanlially over 
the dccade.' wh ich generaled higher returns for the 
plans and. thus. lcd actuaries 10 assume higher future 
returns. The comllination ofthese two faclors was 
enough to convince somc govcrn ments that POBs 
offcred an altractivc "actuarial arbi trage."1 
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Since TRA86 and the end of arbitrage bands. gov
ernments have issued about $105 billion in taxable 
r o ns. The most notable chaTilcleristic oflhe pattern 
of new issues is the spike in POB dol1ars issued in 
2003 ($CC Figure 1), which is parily due to a single 
PO B issuance worth almost $10 bilHon (S12.4 bil1ion 
in 2013 dollars) by the slate of i1l i nois .~ 

Even with the 2003 spi ke, the tolal amoun! of 
POBs issued in any given year has never been morc 
than 1 percent of the tolal asscts in public pensions. 
Howcver, cel'\ain states and locaJit ies arc more active 
in the POB market than others. Figure 2 shows total 
issuances Ily s tate from 1985 to 2013 .7 It is clear 
th:1.t the lluJk ofactivity in PO Bs has been centered 
in about 10 .~tates, with Il! inois and California being 
major players.-
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THE PROS A ND ( O N S OF ISSUING A POB 

while the markel remains small. it is clear that cer
lain jurisdictions s~ POSs as attractive policy instru
ments. The a\oailable lilerature suggest'i !wo primary 
rea~oll!: for theIr appeal:v 

Oudget relief: During periods of economic siress. 
gowrnmpnts llse POOs for hudgd relief. 51al<:" 
and load governmenls ofien face legal require
rm:nts to reduce underfunding. With dedin ing 
revenues. officials may sec PO Bs as the ~leasl 
bad alternative" among a variety of tough fiscal 
choices. 
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Cost savillg~: POBs off~r issut:rs an actuarial 
arbitrage opportunity, which, in theory, can re
duce the cost of pension obligations through tht: 
investment of the bond proceeds in higher riskl 
higher return assets. By comm ingling POIl pro
ceeds with rension a~sets, the assumplion is Ihal 
bond procccd~ will rctum whalcvcr the pcnsion 
rctums. Civen that actuarial practicc assumes 
public pcllsions will rdum about 8 percen!. POBs 
can be a compclling proposition (cspecially to 
go\oemments whose laxable borrowing costs arc 
in the 5·6 percenI range), 

While the acluarial arl>itrage highlighted above may 
be persuasive, the issuance of POBs poses serious 
risks: 10 

Fiuancial: nie sueeess of POSs depends Oll 

pensioll retuflls averagillg more than the cost of 
financing the debI. However, these assumptiol1s 
may nol Ium oul to he corfect. 

Timing: POBs involve considerable tim ing risk, 
as the procccds from the issuance arc invested cn 
masse inlo the pension plan. Dollar·cost averag· 
ing would be thc morc measured approach 10 

invesling large sums of money.ll 

Flcxibility: Whilc the issuance of a POB docs not 
change thc total indebtedncss of the sponsor, it 
docs change the nature of the indebtedness. II 
Requirements to Jffiortize unfunded pension li· 
abilities may be relatively Aexible obligations Ihat 
can be smoothed over time, while the POS is an 
illRexible debt with requin:d allllual payments, 

Political: If the government uses the pon to fully 
fund Ihe pensioIl, it may end up with a pension 
syslem having more assels than liabililies, Such 
o\'erfunding may creale Ihe polilical risk Ihat 
union s and other intercst groups will call for ben· 
efit increases, despite the fact that the underfund· 
ing just moved from the pcnsion plan's bala nec 
shccllo the sponsor's balancc shcct.1! 

EVI DENCE TO DATE 

ln order 10 asscss the extent to which POBs have Illct 
issuers ' cxpcctations, we calculatc the internal rate of 
retum for ali PO Bs issucd in agiven ycar, This analy' 

sis is based on the universe oflaxable POSs issued 
since the passage ofTRA86 through 2013, L4 The uni· 
verse illdudes 5, 109 POSs issued from 529 differenl 
governing enl ities, tolaling appwximately $98 billion 
in 2013 dollars. 

We begin hy looking al each Dond issued in a 
given year. Oflhe 5,109 bond issuances in our data, 
4,538 provide the delailed data needed to perfonn a 
meaningfui assessment - the date of issuance, the 
date of maturity. the coupon rate, the par value, and 
the purchase pric.e as a percen! of par. The assump
tion is that the procccds from each bond arc investcd 
in aCCQl'dance with the allocation orthc aggregatc 
assels of state and local pcnsions from the Federal 
Rescrve's Flow of flm ds- approximatcly 65 percent in 
equities and JS percent in bonds. Accordingly, we use 
the S&P 500 lotal retum index and Ihe Barclays lo. 
year bond total return index to approximate how the 
POB proceeds have grown oveT time. fo r eaeh bond, 
beginlling in year one, we cakulate the growlh of the 
invested bond proceeds for that yea r, then subtract 
the interesI payment (using the s tate<! coupon rate) 
to get a lIew beginning balanct~ for Ihe following yea r, 
and Ihis process is repeated unti l the bond matures. 
FOT bonds thal have not yet matured, the process is 
repeated until thc date of the asscssment. At maturity 
or date of assessmc nt. we compare the ending bal· 
ance with th e initial procceds to calculatc an intcmal 
rate ofreturn (IRR) . Thesc l RRs are then weighted by 
the size of the bond and the maturi ty (or, if lhe bond 
has not yet malurcd, the nu mber ofyears bctwecn 
the date of issue and the asscssment date) in order 10 

cakulate an aggregatc IRR for cach annual cohort of 
POSs. 

The results aemonslrate the risk associaled wilh 
a PO B strategy, If the assessment date is Ihe end 
of 2007 - the peak of the slock market - the picture 
looks fairly positive (sec Figu re 3 on the next page). 
If assessed in Ihe middie of 2009 - right after the 
markel crash - most POBs appear to be a net arain 
on governm elll reVenues. And , aS ofFebruary 2014. 
the majority of PO Bs have proouced positive returns 
due to thc large market gains thal followed the crisis. 
Only those l>onds issued at the end of the markct 
run·up of the 1990s, and those issued right before the 
crash in 2007. have produccd a negali\'e rctum; ali 
others 3rc in the black, 



f lGlJRE 3. INTERNAL RA'J'1l OF RllTlJRN ON PENSJON 

OJlLlGIITlON 8 0NDS, JlY YEAR I SSUED 

Ass ESSE D ATTIIE PEAK Ol' TlIE MARKrl~ 20ffJ 

20% 

10% 

0% 

·10% 

·20% 

·300/0 
1992 1995 1?98 2001 2004 2007 2010 20D 

ASSESSED MIO·Fn"IIN'CIAL CRISIS, 2009 
20-/0 

10% 

0% 1-•. -_ -111 •• 111111 . 
-10-10 

-20-/. 

·30-10 
1992 1995 1998 2001 2004 2007 20 10 2013 

ASSESSIiD POST·FIN'IIN'CIA L CRISIS, 2014 
20% 

10% 

..... _ .•••. ____ ___ -11111 
0% 

- 100/. 

-200/. 

·30% 
1992 1995 1991! 200 1 2004 2007 2010 20 13 

Source: Aulhors' calcula liOllS based on lotal monlhly returns 
oflhe S&P SOO from Standard and Poor's Index Services 
(1992·2014); lotal monlhly returns of u.s. Treasuries from 
Ihe lbbolsort SB81 CIlIssi, Yearbool: (lOIl); and the Bardays 
U,S. Treasury IO-year Term Index (2014) . POB data 'Ire 
from Bloomberg Online St'rvice (2012); and SDC Thomson 
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Weighting Ihe banJs by their dollar amoullt and 
malllrity (or, if the bond has Ilol yel matured, the 
number ofyears between lhe date ofissue and the 
assessment date), Figure 4 shows the average IRR 
for the three periods. Betwccn 1992 and the pcak in 
2007, the average real rcturn was 0.8 percent; by 2009 
the average retum had droppcd to ·2,6 percen!; and 
over the period 1992·2014 - which includes both the 
finandal crisis and the subscquent market rebound 
- the retum was 1.5 percen!. The story is still far 
from over, however, sincc ma ny ofthesc POBs have a 
30·yeal' life. 
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W H AT CON TR I BUTES TO T HE ISSUA N CE 

OF A POB? 

ln Ihcory, governments with well·funded pension 
plans and sound fiscal health might find PO Bs advan· 
lageous ifissued at periods when interesI rates arc 
particularly low. This type of issuer could shoulder 
the additional risk of a POB without jeopardizing its 
fiscal healtll. Or, for goverumellt ~ facing severe fiscal 
~tress, POBs could be implemeuted as part of a larger 
pensioll reform plan in which the POB helps provide 
immediate relief while other reforms put the plan on 
the path to long-tenn slIstainability.l\ So, the que,· 
tion i~ which governments issue POBs and why. The 
following regression analysis attempts to answer thal 
question. 
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THE DATA 

The first step is to define the sample. The sample 
ofissuers used in this analyllis is larger than in the 
earlier study, becau~e it includes both government~ 
that spOllsor their own pension pblls ami cities that 
parlicipate in state cost-sharing plans. This brood
ening orthe sample is importallt. because most of 
the rOB occurrences come from local governments 
that only participate in a slale-administered retire
ment system. Plan data for dties not administering 
their own plan arc constructcd based on the mcthods 
stipulatcd in the Governmcnlal Accounting Slandards 
Board's Statement 68. 

The scc.ond slep is 10 conslruct the depcndcnt 
variable- a governmenl issuing a rOB in agiven 
year. This step requires consolidating the multiple 
POB bonds into a single observation. For example, 
in 1997, the New Jersey state governmcnt issucd 31 
bonds; in this exercise, this information is consolidat
ed to indicate that the New Jersey state governmenl 
was a POB issuer in 1997. This process of consoli
datiOIl resulls ill 733 observatiOlls. Dala limitaliOlls 
reduce the number of issues cOllsidered to 270. I~ 

ANALYS I S AND RESULTS 

The probability ofbeillg olie of the 270 POB i~su· 
ances among the 140,000 states and localities is then 
assumed 10 depend on fiscal pressures faci ng Ihe 
govemment, Ule economic environment, and finan
dal variables such as the expecled ~pread between 
inkrest costs and sloek market returns." The specific 
variables in the model induded: 11 

Fiscal Pressure on Government 

COlltribtdiolls/revenlle. Govemment contributions 
10 the pcnsion plan as a percent of total own
source governmenl revenue. The assumption 
is that as the pension cxpcnditurc increases as 
a percentage oftotal government spending, the 
more likely the govermnent is to issue a POB. 

Dtbl/revmue, Govermnelll debi as a perceni of 
own-source revenue. The effect could go either 
way. A government with substantial debi may 
find il eostly to issue a POB and therefore would 
nol find il profitable. On Iht: olher hand, gOl/ern
ments with high debi burdens could also be those 
facing large pension paymcnls for unfunded 
liabilities, si nce the government may be morc 
likc1y 10 defer pension contributions to make 
fixed requircd debt payments. 

CashjrtIJetlue. Government cash and sccurities 
outside of trusts as a percent of total own-source 
revenue. The more cash on hand, the less likely a 
government would be pres~ed to issue a POB 

Curry deficit. Slates where it is possible to earry 
defici ts from olie year to allomer are likely to be 
in more fi sca l siress than mose states with a stricI 
balam;ed budgel requiremenl. 

Economic Environment 

Ullcmployrnmt rali!. The average unemployment 
rate by county over 2QOO.2007. The higher the 
unemployment rate, the more likely a govern
ment would be to issue a POB. 

Financial ConditiO!ls 

10-Ycar TrcMI/t'}' BOlld. In times oflow intereSI 
rates, localities would be more likely to issue 
POBs as their cost ofborrowing would be lower. 

Spreod. 11\t' differenct' betwt'en the actual invest
meut re1urns that each retirf'mf'n1 ~"'Y~lem exreri
eneed in the pr .... vious Ihree years aJUllhe lo..year 
Treasury rate. The grealer Ihe spread, the more 
likely to issue a POB. 

Control V.lriables 

Total Employees. The cxpccted outcome is that 
larger localities would be morc likely to issue a 
POB as they could spread the transaction cost 
over a larger base. 

StifAdrninisfert:d Plan. The Census identifies 
governments that administer their Qwn pension 
plan. This variable could be positively related 
to issuiug a rOB beeause POSs are generally 
issued by governments in order to shore up the 
unfunded liabilities of their own plan. On the 
other hand, local governments 1ha1 participale in 
state plans have less flexibility regarding required 
conmbulions demanded by the plan, and may 
issuc a POB whcn unablc to make payments. 

llldividua/ yearI. Year dummies were induded to 
conImi f01" changes in the health of the national 
economy. 
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1992-2013 
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Note: Ali results arc statistlcally significant atleast al the 95 percent level. For dummy variables. the effects illustrated 
TeAcct a shift frOHl O to 1. III the casI' of contir lllOUS variable;;. the effects illustratcd TeAcet a olle·standard·del'iation cllange 
across the mean in one variable while holding the others at their mean (see Appendix Table Al). For detail('d regression 
resul ts, see Appendix Table Al.'" 
SOUIUS: Authors' calculatiolls based ou governmenl fin.lnci.ll data and retirelllent plan dat.l from the U.S. Ccusus BUTCau 
(2011, 2012a, and 2012b); POB data from Bloomberg Onlin(' S('rvice (2012): SDC Thomson Reuters (1013): and the St. I.ouis 
Federal Reserve (2014). 

The results show that governments are more likely 
to issue POBs iflhe plan represents a subs1antiJI 01)
ligatioll 10 the governnlt:nt, they have substantial debt 
outstanding, and they are short of cash (see Figure 5). 
That is, financial pressures play a major role. Addi· 
tionally, govemments arc more likely to issue a POB 
if they are in a rclatively high unemployment state. 
Sponsors also appcar to respond to financial condi· 
tions, being morc likcly to issuc a POB whcn interest 
Tatcs arc low and thc sprcad is high. Finally, govern· 
menls that administer their own plan arc much morc 
likcly to issue POBs than those pa rticipating in a state 
plan. while the magnitudes of the effects appcar 
small, they are meaningfui given that only 0.2 percen! 
of governmenls in our sample issued a POB. 

CONC l US ION 

whcll plan spomors issue il peJl.~ion obligation bond, 
tb t:: hOlld proceeds are inveslt::d with pt::nsioll pl:m 
assets. The questioll then is whf'ther the government 
will t'arn more on the proceeds th;m it will have to pay 
in inlerest. Immedialely afler the financial crisis , gov· 
ernmenls appeared to have lost money on their POSs . 

Fau! yeaTs of economic recovery have improved the 
performanct:: of pons; today thest:: bonds have nelted 
1.5 ]>t'rct:: llt. nutthe story is far from (Iv!::r since many 
ofthest:: bonds have a 30·yt::ar lift:: . And, l>ecause 
POBs turn a somewhat nexible commitment into a 
finn commitment, govcmmcnts that have issucd a 
POB have rcdllced their fi nancial flcxib ility. 

The second finding fro m this update - which in· 
cludes a greatly expanded number ofrOB issuers - is 
that finanda l pressures continue to play a major role 
in the issuance ofthese securities. But the transac· 
lion also contains an clement of inveslmcnl speí:ula· 
tion in that the spread - based on the plan's historical 
returns and current ínterest rate - is also positively 
rela ted to Ihe prohability of issuing a POB. POBs 
could potentially be used responsibly by fiscally sound 
goverumellts who uuuerstaud the risks involved or 
could play a role as part of a brooder pensioll reform 
package for fiscally slrcssed governmt::nts. But the 
resul ts from this hrieJsuggest that POB usage to date 
has not followed this formula - think Delroit, which 
issued POBs in 2005 and 2006 just as the markel was 
approaching a peak. 



ENDNOT ES 

1 Munncll ct al. (20JO). 

2 Scan lan and Lyon (200G). 

3 The de<rease in oorrowing costs in issuing tax
exempt stale and municip;11 POBs often exceeds the 
differential in the risk premium of state and local 
bonds ov!;.'r federal bonds of the same duralion. 

4 See Peng (2004). 

5 Bader and Cold (2003). 

6 Thad Calabrcse generale<! the PO B data sel from 
raw data on govcrnment bond issues from Bloom
berg. 

7 Stales with less than $1 bill ion in POB issuances 
arc nOI shown in the figure. 

8 Califomia and Illinois arc, of (Omsc, large statcs. 
On a per-capita basis, the biggest players arc Oregon, 
Illinois, and Connecticut. California is number six. 

9 Bumhalll (2003); Davis (200()); and Calabrese 
(200'). 

10 Bumham (2003); Davis (200(,); Calabrese (2009); 
Block and Prunly (2008); ami Hilchcock and Prunly 
(200'). 

11 Timing risk could be mitigalcd if the POB pro
cecds werc applied morc strategically, for examplc for 
purposes of matching retiree \iabilitics. This ap
proach would be contr.lt-y to the princip.1l of perfor
manec arhitrage but, in addit ion to avoiding timing 
risk, it would also reduce plan Icvcragc and possibly 
improve funding. 

12 llitchcock and Prunty (2009). 

13 COVerurnenl Finance Officers Association (2005) . 
The political risk of wmecessary benefit increas!:'s 
can be mitigaled by legislaturf's and boards build
ing in governance prol«:lÍons. For example, benefit 
increases coulJ be prohibited unti! funding exceeJs 
lIS-1l5 pertent. 

14 A data sct containing only non-fedcral p('nsion 
financing bonds issued from 1992-2009 was drawn 
from municipal bond data from Bloomberg Online 
S('rvice. This data sct was combined wi th data on 
POB issuances from 1986-2013 from SDe Thomson 
Reuters. 

15 A recenl rcport by The PFM Group (2014) on thc 
use of POSs states that they "should l>e considered 
only in conjunction with refining the ongoing henefit 
structure :llld iLlVestment policy or the fund or trusl in 
order to positioll the issuer and employees for future 
sustainabilily.~ The report goes on 10 S:ly th:1I issuers 
who \Vish to take aJvantage of the :lppropriale win
dow to issue a PO B should lay the groundwork early 
by preparing legal documenls anJ consiJering the 
size and structure of the issu<lnce in aJvance. 

16 Ofthc 270 POB occurrences used in the r('gres
sion analysis, 157 come from jurisdictions that do not 
administel' their own plan. 

17 Wc apporlion thc pcnsion financcs of state plans 
to these localities according to the ralio of the local
Hy's payroll to Ihc total payrol! of alllocalitics in thc 
same state thal also do not administer their own plan. 
If the state-administered plan is employee-specific 
(i.e. a police and fire plan, or a teaehers plan), then we 
apportion b~sed on the ratio of the locality's payroll 
for that employee type to the total payroll for that 
employee type. 

18 Jn addition 10 the variables described, it would 
also be usefullo indude the funding status oflhe 
plan. Presumahly, poorly fundcd plans would be 
more likcly to issue a POB. Unfortunatcly, historical 
funding dala arc not available for most plans in thc 
samp1c. 

19 Census data regarding state and local govcrnmcnl 
and pcnsion financcs arc only available up to fiscal 
years 2011 and 2012, respectivcly. For the regres
sion. the most recellt Census data - 2011 for govern
ment finances and 2012 for pension finances - were 
duplicated ~nd used for 2012 and 2013. Limiting the 
regressioll to only years with Ceusus d:lla docs not 
change the resuJts. 
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TADU, A2. MARGINAI. JMPACT OF FACTORS AFFECTINC 

TH E P ROIIAIIII.ITY OF GOVERNMENT ISSUI NC A P .ENSION 

QSI.IGATlON BOND, 1992-201 3 

Variable Marginal effects 

Cont ributiolls/ revclHle 0.OOOl7*** 

(0.000) 

Debl/revenue 0.00030"''''''' 

(0.000) 

C:l~h/n:vcnuc -0.00030-

(0.000) 

Drry deficit 0,00050** 

(0.041) 

Unemployrncllt ralI' OJJOO18*** 

(0.008) 

10·ycarTrcamry Bond ·0.00203 *H 

(0.000) 

Sprcad 0.00027*""* 

(0.000) 

Total employees 0.00005-

(0.025) 

Self.admmistere<l plan 0.00286*** 

(0.000) 

['selIdo R? 0.1396 

Nllmber of obscr\'ation~ [39,3B 

NOle: Standard errors arc in paremheses and adjusled for 
wlthin.plan correlation. The model indudes year fixed ef
b ;ts. Tht: «}effid~llls n:port lllarginal o:ft~(ts fmm a pmbit 
estimalÍon compulcd at samplc mCJrlS u f the indcpcndent 
variable!; and are significant Jt the 95 percent ("'''') or 99 
perceni (*frl» level. '111e dl-peudellt variable is 1 for govcm· 
ments thal issuoo a POB in a givcn rear. and O otherwise. 
SOU lU: Authors' calculations. 
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Research Report 
Pension Obligation Bonds: Risks and Rewards 

By Lance J. Weiss and Arny Wi ll iams· 

Intraduction 

States and local govCfIlmcn ts conlinuc 10 be in Icreslcd in Pension Obligation Bonds (" PO Bs") duc primarily 
to low iniercsi rales, ri sing undcrfundcd pCllsion liabilitics and shrinking revenucs. !'DRs arc fi nancia l in~ 
vcSlmcnts and, as such, involvc both investrnent risks as weil as inveslmcnl rcwards. Bob Eichcm, Chicf 
Financial Offi cer orthe City of Bouldef, Colonldo, summarized Ihe nature of POSs by stating "POBs arc nal 
tor Ihe fain l of heart. you have to undersland Ihem."; 

A POS issucd by II t1nancially slrong governmcnt following carcfuI analysi s of ali thc risks may be a part of 
a prudcnt long-lenn pcnsion funding strategy. On the other hand, a POB issued by a linaneiaHy wcak gov
emment may lead 10 signi tícant prob lems for the govenllllent and the pension fund. Furthcr context and bal
allct: is essential to tmly ulldt: rstanding the nature of both tht: risks and polentin! rewards of POSs. The pur
pose of this Research Repo!"l is to provide morc c lnrity on both the potent ini risks and rewards inhercnt tn 

issuing pension obligation bond:\. 

Background 

r OBs arc a fo rm of ~nsion fi nancing using debt instnnnents issued by a govenuncnlal emily. The POB 
procccds wi ll typieally be used to fund ali or a portion or the unrundcd aeluarial acerucd liability of a pen
s ion plan (or a retiree hea lth care program). Today, 1I10st arc issued in the ronn or taxable general obligat ion 
("GO") bonds that a rc subject to constitutionni debt limitations and are baeked by the full taith and credit, as 
weil as the taxing power, of thc issuing state or loca l goVenl1l1 \!l lt . 

Sirnply stu t<..-x!, the ideu is for a st at e or loca l government 10 issuc MICh bands and eo nl ribute the proeecds into 
the pcnsion I"und. Essentially, the iss uer ol" the POB is borrowing money to invest in the fi naneiu l markets. 
The hope, of eour"Se, is that the pension nmd wi11 eam a higher ralc of relum on the invested POB proceeds 
than the interest rate thll1the sJlonsoring govemment pays on the bonds. Ifthm huppens. the trallsacrion will 
reduce the overall cost of the pension plan to the plan sponsor (Le .. reduee the anllllal pellsion contributioll 
rcquirement to thc rund by morc Ihan the cosl or borro ..... ing) and. at the same time. improve the funded ralio, 
liqui dity position and bcllclit security or the f"!nsion plan . 

• La ncc .1. Weiss is a scnior actuaria l consultant with GRS and has o\'ei" 35 years of cxpcricncc in cmploycc bcnefits 
nnd ret;rement support plann ing, with special emphasis on the design. runding, security. administration and cOlllllluni
cation or rctiremcnt and posI-I"etircment medical prognllll.'i ti)]" privatc-sector and publ ic-sector cmployers. 

Am}' Williams is an aetu.1r;al consultant with GRS and has 15 ycars or actuarial cxpcricnce. Her work invo[vcs con
sulting on pcnsion and retircc hcalth care valuations. runlling projeclions. cxpcrience studies. actuarial audits and plan 
design. Add;lional information abou! Ihe autbors is provided on page 8. 

rlle DI/tllars of this D/"ticle are actl/aries, I/O( il/ves(mell( cOl/slIltall/s. rltis arlicle sflallllOl be {'Olts/rl/ed as ,,/"Ovidillg 
faX advice. legal adviee, or il/ves/mellt (ldl'iee. Rel/dt<rs a,.e í:llllliOl/eJ 10 e.mmil/e Ihe origil/l/I .fOl/ree /lw/erit/ls and 10 
CO/l.\·/I1t with .mbjec·/ mallt<r expe,./,v hf>.!orl' I/Iaking lleci.\·i/I/lS re/atell/o the .H/hj,-e/ IIIllller 'll/hú ar/ic/l'. The an/cll' 
expre.fSe.~ Ih e views of the alltllor.~ ami does liO! lIece.\·,\·arily I!xpress ,hl! view.~ afGabrie/. Roeder. Smith & Compally. 
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Il owevcr, il is very importani 10 rccognizc thal in order 10 aehievc a nel posilivc fínuncia l impacI for lhc plan 
spollsor, the investment n:turtls on the POB proceed~ need to exceed the inlerest wIc puid on the bonds over 
Ilr f! Irle (JI'lle debI. 

It is also important 10 remember Ihal the issuance ofa POB ilself does not reduce the tolal debI obligations of 
the sponsor. It docs, however, convert the unfundcd pension liabili ty that is currently a "soft" debI of Ihe 
plan sponsor and wh ich can pOlcl1tially be deferrcd imo Ihe future in difficult eeonomie times, into a "hard" 
debt Ihat must be paid to the bond holders cven during Ihe most trying economic limes . 

POSs in Perspectiv(' 

According 10 a 201 0 rcpoli on POBs by Alic ia Munncll or lhe Center for Rctirement Research al Boston 
College, the fi rst POB was issucd in 1985 by the City ofOakland, California. ii Prior 10 1986, PO Ils could bc 
issucd on a fax -eXempl basis whi ch provided govcf11mcnts wilh thc ubi lit Y to invesl the procecds through Ihe 
pension fund in higher yid di ng taxable securities, thus ensuring a positive nel relum from lhe trallsaction. 
However, Ihe lax cxemplion for POBs \Vas e liminated by Ihe Tax Reform AcI of 1986, and the interesi in 
POBs waned for a while . 

Inlc1'csl in POBs pickcd-lIp again in Ihc 19905. as laxl1ble illlercst rates decreased and pcnsion plans were 
able 10 generale higher relums by increasing. their equity a lloeatioll. Betweell 1984 and 2012, govemmenls 
issued approximately $100 bi ll ion of POBs. '" The maj ority of POB debt, howeve1', has been issl1ed by about 
II stales, with Cali fo mi a, Ill inois, Orcgon and New Jersey being the major pluyers. iY 

Even Ihollgh the $ 100 bil1ion total of POB issues sounds large. the amount isslled in any one year has nevcr 
been more Ihan one perceut of tota l pension <lssels I1CroSS Ihe couulry. ,. However, for several stales, POBs 
mnke up II s ignificanI pol1ion of pens ion asscIs. Fol' exa mple, POBs rcprcsenl approx imalely 19% of pen
s ion assets for Illinoi s, 15% for Orcgon, 13% for Conneelicul and 10% for New Jersey. v1 

As thc resuh ofrwo finaneial crises in the IaSI dceade. public pcnsion plans suffercd fl significant drop in av
erage funded status and n eorresponding increase in pension contribution requiremellts. The average funde<! 
1"<llios ofstatc and loca l ]>cnsion plans fe ll from a high of 103% in 2000 10 73% in 20 12. In addition, thc av
ernge GASB "A RC" (Le .. Ule Govemmcntal Accounling Standards Board 's Annua l Requ ired Comribution) 
for such plans incrcased from 6.4% ofpayro ll in 200 1 to 15.5% ofpayroll in 2012.'" 

Nevertheless, pension costs as a percentage of stale and locul own-source revenues remuin II modest percenI 
of stale and local budgels. Absenl a new crisis :md laking inlo accounl Ihe impucl o f rcecnl pension reform 
changcs adoPled by slatc and local pcnsion plans, pcnsion costs as a pcrccnlagc of sInIC und locnl own-sourcc 
rcVCll UCS a rc projcctcd 10 change ns fo llows: Vlu 

Pension Cosls as )' crcentagc 
Or S'lllc lInd Local O\\" n-

Perlod or Time Source R{'vetlu{'s 
Prc-financial crisis ill 2007 4.1% 
Posl-crisis in 20 11 6.5% 
[n 2028 as nsion reform changes are partially reco 'nized 5.3% 
ln 2046 as ension reform chan es are full reco ni"..ed 3.3% 

Even though pension COSIS, 011 average, represent amodest eost for state and local govemments, a number of 
slatcs and municipalili t.,-s fllec Ilet pcnsion Jiabili tics in cxccss of annua l revcnucs, thus fos tcri ng continued 
inIercsI in PO Bs. According la a 20 lJ report by Moody' s Invcslors Service. ninc slatcs have adj usted nel 
pension liabil itics Ihal arc greater Ihan annual revcnues. '" Ratios range from a low of 6.8% of revenue for 
Wisconsi n 10 a challenging 241 % for JIlinois, with the median being 45%.x The problem is cvcn morc acute, 
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howcver, for the larger muni cipilli lies. Thirty of Ihe top 50 largest municipali ties have unfundcd pensioll 
linbilitics grealer Ihan annual revenues. Katios range from a law of 10% for Washington D.C. to a high o f 
6RO% for Chicago wilh the average being 100%. '" 

Considering these circumslanccs. some states and local govcrnments conlinue to look 10 POSs as one of sev
eral foo ls 10 help manage risi ng pension liabilities and relaled cosls. 

T he Rolc of POBs in Pen sion Cost Management 

As a financial inveslment, the issuance of POBs shOllid be considered as a component part of a govenunent 's 
braadcr stratcgy to managc its pcnsion caSIS . As prcviously pointed oul, howevcr, thc issuanec of a pon 
ilscl f does not reduce the total pcnsion debi ob liglll ions of the pl an sponsor. It does, however, convert the 
unfunded pension liability that is currcnlly a "sali" debt of the plan sponsor in lo a "hard" debi Ihat muSi be 
pa id even during the most trying times. 

ln this regard. thc Govefllment Financc Officcrs Association rccommends Ihat state and local govcrnments 
use caution when issuing pension obl igation bonds and undcrtakc a carefui finaneial analysis. The GFOA 
also slatcs: " ... Ihe issuance of pension obligation bonds ShOllld not become a substi tutc for prudenl fund ing 
ofpension plans.'·"ü 

The State of Illinois Govcmor's Advisory Commiss ion on Pension Benefits stated in thei r November l, 2005 
reeommendation: "Consider the issuancc of Pension Obi i gm ion Bonds ... as arinancing instrument 10 reduce 
the Slalc's pension costs, as long as ( 1) Ihere arc favornble markel eonditions and (2) the issuancc of sllch 
POBs is a component part of a broadt:r plan to redlIce the Pensiotl Systems' unfunded liabilities." 

Gary Find lay, Exccul ivc Direclor of the Missouri Stale Employces Retirement System, has stated that if 
POBs arc i5sm.-d "il should be done wit h full di sclosurc of the potential downside, so policy makcrs arc con
versanI wi th the risks in volved .,," ii 

Timing Considcrations 

Given the inhercnt fl llctuations in Ihe investmenl markcts, it is 10 be expected that there will be ti mes during 
the life of the POB whcn the inleresl rate pa id on the bonds exceeds the inveslmcnt rctllfll of the pension 
fund and other t imcs when the invcslment return of the pcnsi oll fund exceeds the intcl'est TalC paid on the 
bonds. while in Ihe long run, most people expect a diversificd portfolio to producc retums in cxcess ofcur
rent bond interest mtes, it is important for Ihe POB issuer to have fi naneial strcngth sufficient to weather the 
ups and downs ofthc invcslJllcnt market over the li fc of the bond issuc. 

As previously statcd, howcver. a POB issuc should only be vicwed as a succcss or fa ilu re aftcr all the bonds 
arc rctircd, not over Ihe short-terJll. Given the inhcrcnt nuctuat ions in the im'cstmcnt ma rkcI, it can be mis
It:ading to conclude that POSs arc 11 bad illvestmenl because of market conditiolls at any one interim val ua
tion da te prior to rctirement oflhc bonds. 

A good cxamplc of th is lillling diffcrcncc is ill USIrated by cxamining Connecticut 's $2.28 billion POB issu
ance in April of2008. Whcn this bond was issucd, lhe [)ow Jones average was approx imate ly 13,000 and by 
the following March it stood al just over 6,600. Howevl::r, on ly looki ng at the Connect icut POB transaction 
immcdiately aller the markct crisis points oullhc naw in tryi ng to measurc thc success or fai lure of POBs at 
one point in time bcfore the bonds mature. 

Aecording to Denisc Nappier, Connecticut State Treasurcr, based on ti s\(lChast ic projcetion of the Connecti
elit POB rcsults, there is an 88% probabili ty of cxcceding the 5.88% borrowing cost by thc time the bonds 
mature in 2032.~iv Nappier also pointed out an add itional important benerit of the POB, wh ich was a muc h 
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needed liquidity cushion thus avoiding Ihe ne/..x1 tor the pension pl an 10 sell asseIS during Ihe credit crisis and 
market downium. Finally, another less obvious but no less important bene fi t of the Connect icut 1'08 trans
nction was a un ique bond covenant that requircs the State 10 f\llly fund the ,mnual requin:d contributiollS tor 
as long as the POBs remain outstand ing. 

T he 2010 report on POBs by the Center for Retirement Research at Boston College indicates just how im
portant timing is in asscssing whether a POD issue saves the plan sponsor money or nol. "" The report shows 
thal if Ihe POBs' assessmenl dale was al the end of 2007 (the peak of Ihe slock market). Ihe internal rate of 
relUnl on the POBs by ycar issucd is positíve for I I of Ihc 16 ycan; from 1992 102007. Howevcr, if Ihe 
POBs' asscssmenl dale was at the middie of 2009 (poSI fi nancial crisis). Ihc internal rale o f relum on the 
POBs by year issued is pos ili ve for only 6 of Ihe 18 years from 1992 102009. Further, Ih t.': 20 10report con
cludcs Ihat" .. . POBs could wcll lcave plan sponsors worse offthan whcrc they were bcforc Ihey issucd Ihe 
POBs" cvcn though theyadm it ·· ... thc story is not yel over, since aboul 80010 ofthc bond ... issucd since 1992 
arc still outstanding." ln fac t, in aj ust- released updale 10 their 2010 report, the Ccnlcr finds that the internal 
rale of rclum on POBs \Vas I)osi tivc for 18 of the 22 years from 1992102013. ' v; 

Aclunrial Projection Results 

Olle way 10 analyzt.': Ihe potential s uecess or f:li lure of 11 POB issue is 10 model the long-teml expected per
formanec of the POD and assoeiated pension plan. In thi s n:gard, Gabriel. Roeder, Smith & Company 
(GRS) performed a stochaSlic projeclion sludy showing a cost eompansoll for il hypothetical underfundcd 
plan with and without II r OB issuc. 

T he modeled pl an covert.':d 30,000 "ctive members and 20,000 rclirees and incJuded a benefit multip licr of 
2.2% of tinal average pay per year of sCIvicc and II nonnal rcti rcmcnt age of 60. At the time of the hypothet
ical bond issue, this plan was 45% fundcd and had an annulII contr ibulion requiremcnt of $500 mill ion per 
ycar. FilllIlly, thc pllln' s fund ing policy was to pay nonna l cosl plus a 30-year closed pcriod level perceni of 
pay amorliza tion paymenl of the unfunded liabili ty. The assumplions used in Ihc projcction study includcd 
the fotlowi ng: 

• A 7.00% ilwt.':stmen[ rdum assumplion and di~ounl mte under the scenarios w itll and withollt pen-
s ion obligatioll bond proceeds; 

• The comparison of eost on aprcsent valuc basis based on a di scount rate o f 7.00%; 
• A 3.00% payrotl growlh assumption ; 
• An assumed open group, with Ihe number of uctive memhers remaillillg eonslUnt ; 
• An interest rate 011 debi service of 5.00%, with a 2.00010 spread between the expcctcd investment re

tum and inlcrest on debi service; 
• One 30-year pcnsion obligation bond with a level dollar debt service schcdule at 5.00%; and 
• No bcnefi t incrcases adopted during Ihe life o f the POB and thc plan sponsor cont ributes the fu ll 

ARC (nonna l eost plus amort ization of thc unfunded aetuaria l aCCnlcd liability) during the life oflhe 
POB and makes alI rcquircd debt service paymcnts. 

Thi s examp lc is not intended to suggest or reeo!llmcnd lill al)propriate amount of POBs for a pt.':t1sioll plan to 
issllc or the characteristi cs of a plan thal should issuc a POB. Thi s example is for ill ustralive purposes only. 

GRS performed simu lations on IwO POB issues: I) a $6 Billíon POB issuc; and 2) a $2 Billion rOB iSSllC, 
wi th Ihe resul ts based on 1,000 trials of possible futu re ínvestmcm retums. Retul"ns wcre assumcd 10 fo llow 
n lognormal distribution and includt.':d an expecled rellllll assumption of 7.00% and a standard dt.':vialion a.<;
s umption of 10.00%. Tht.': bonds wert.': assumt.':d 10 be issllt.':d by the employt.':r in20 12 and pail! into the plan 
in 20 13. 
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Thc resu tts oflhe sloclwSl ic si mulalion show Ihc following slIvings in cmploycr conlributions (inc1uding dcbt 
service) over 30 years with Ihe POH as compared to wi thout the POll. The resulls also show the inerease in 
funded ratio after JO yellrs with the POB as compared to without the POB: 

Avcrage 
An nuali~d 

RelunI 
951h Perfl' ntile [0.2% 
75t h Pcrcenti le 8.2% 

Medlan 7.0% 
2SIh Pcrcentilc 5.7% 

Slh Percentil c 3.9% 

$6 Bi lli on POO $2 Oilliun 1'00 

Snvlngs ln PVof Savings ln PVof 
Employer Increase in ":mployer 

Cont r ibutions plus f'und l.'d Conlribuli ons I>tus 
Debt Sen ke (in Raliu After Debt Servi ce ( in 

MiJl ions) Over 30 30 Years Mill ions) Oyer 30 
Ytars wlth ft POU wh h ll l'OU Vean wlth a Pon 
$ [ ,'J55 [03.2% $ 841 

[ ,020 24. [% 43 5 
394 2.6% 192 

(2 42) [.1 % (45) 
(954) 0.4% (286) 

$6 8i11ion POB increascd in ili llll funded rulio 10 90%, 
S2 Billion POB increased initial funded r atio to 60%. 

Incrnse in 
I,'unded 

Ralio After 
30 Ycars 

wl lh a POU 
23 .6% 
4.0% 
0.6% 
0.3% 
0.2% 

The simulation results indiea te Ihat, for this sampIc plan and under Ille givcn assumpl ions and fu ndi ng policy 
(i.e., normal cost plus 30'ycaT closcd pcriod amort izalion o f Ihe unfunded liability as II level percentage of 
pay), there is approx immely a 70% probability that iSSlling a I'OB produees ti sav in gs in employer contribu· 
lions (inc1uding debt service) over the life of the bond issue. The downside is that Ihere is il 30% probability 
Ihat issuing II POB produces an illcrease in employer colltributiolls (inc1uding debi service) over the life of 
the bond issue. or coursc, Ihesc probabi lities depcnd on the speeilic situation Ihal was model cd. Under di f· 
fercnt ci rcumslanees, dilTercnt probabili ties would rcsult and, in some situalions, thc probabilily ofprodue· 
ing a savings could be less tIta lI 50%. 

ln addilion to the projected COSI savi ngs (70% probabil ily) 10 Ihe plan sponsor, Ihe issuanee of a POB also 
improves the funded fal io, liquidity position and bcnefit security of tbc pension plan. Thc additional assets 
from a POB may also provide a liquidity ellshion 10 help the plan avoi d selling assels, thus rcsulting in tbc 
plan aehicvi ng II highcl" l"c turn tban if the POB had nol becn issued. 

As showll in thc ehalt above, OUl" simulation indieatcd an incfcasc in the fumlcd catio allcr 30 ycars li t ali 
pcrccnliles under bolh the $6 Bil li on and thc $2 Si1lion PO B seenarios. The largc inercasc in the fundcd ru
rio at the 75th and 95th perccllti lcs for scenarios with II POB compared to withoul a POB is a rcsul! of a sig· 
nilicanl initial increasc in the assels and fundcd rat io from the ]>OB proceeds. and suslaincd favorable in
vestmenl performanee. Thcse scenarios iIIuslrate that, strietly from the pension plan's perspeel ive, Ihere is 
liu le or no downside ri sk on the fundcd ratio of issuing II POB (assuming that the fund ing pol icy would al· 
ways be followcd). 

Dcspite the hi gher fu ndcd ra tios under the seenario in wh ich a pon was issued, thc plan sponsor would be 
t"equired to continue making the dcbt service paymeniS. Wherca,s under the seenario in which no POB was 
issued, eontributions wou ld nOI be requi red in the small percentage of in stanees wherc the amortization of a 
surplus balance was morc Ihan the normal eost contribution . 

The graph and chari on Ihc nexl page sbow tbc nel present valuc of the CUll1ulativc eonlribUlion savings of 
issuing a $6 8 illion POB in 20 12 (i.e .. the assumed year of the POB issue). By 2042. Ihc debi service is fuI · 
ly paid otT and the full impacI of the POB can be analyzcd. As shown in the graph , Ihere is approxi mate ly a 
70% likdihood thal issuing the r OB wi ll resuli in lowcr cmployer cOll tri but ions (including debi service) on II 
present value basis than if II r OB had not been issued. 
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Because we have not assumed that any pension asseIS could be used 10 pay debt service (even in the case ora 
runded status in excess of 100%), lhe additionnl contribut ions under Ihe POB scenarios resul! in fu nded nn i
os Ihat arc a lso mueh higher in certa in fulure si mulated ouleomcs. I-Iowever, because or Ihe required debI 
service p.'lymenlS, the li kcl ihood o f achievi ng s.'lvi ngs on a net prescnt v.'l lue b.'lsis ~ the end of the 30-
ycar period is 1lluch lower than 70% (e .g., less than 25% aner 9 years and less Ihan 50% .'l ner 15 ycars), and 
i Il ustrates the importance of only eva lllating the success of a POB OVe]' the long-tem) and not the shOlt-term. 

f innlly. bccause o f the higher amount of asseiS under Ihe POB sccnarios. Illere is Iikely to be morc conlribu
tion rale volatililY (Le., Ihere is a higher IikcJ ihood that Ihe ehange in Ihe contribution rate will be higher 
when Ihere is favorab le or unfavornb le inveslmenl pcrformanec). Ilowcvcr, the stabililY of the debi service 
payment helps mitigule the vo lmility of the tOlnI contribution rate (when also taking into account the debt 
service paymenl). 

Rcfinancing Analogy 

The issuance of a POB has orten bcen characterb;ed .'lS being si milar 10 re financi ng a debI Ihat bcars a high 
interest rate (Le .. the interesi rate used to amortize the pension plan 's unfunded acemed liability) wi th one 
that hears II lower inleresl rate (the underlying borrowing rate of the POB). However, the long-temt, actual 
investmenl perfonnance of the POB procceds is what delemlines the fina l savings or COSI of issuing Ihe r OB 
and not the interesI rate used 10 amort izc the pension plan's unfunded accmcd liability. NOle thal, although 
issuing a P013 will usually produce .'l near-Ierm reduclion in contribulions 10 the retirement plan, it is not 
possible to know in advanee whelher the POB will produce any long-tenn snvings. However, it is possible 
(as showlI above by our analysis) to conduct a stochllstic projeclioll of the pension plan in order to model ihe 
probabilily of the longer lenn succcss or Fai lure of the PO B issue. 

Rating Agcncics View of' PO Bs 

According to Moody's Investors Service, the issuance of pt:nsion obtigat ion honds may be nt:utral or nt:ga
tive ror an issucr's credit rating dcpending on the usc of the procccds, the relalive s ize o f the bond issue and 
associated debi service, Ihe level o f fulure budget savings assumed und the assumptions on which such sav
ings a rc based. 

7/1 0120 14 tO 20 14 - Gabriel Roeder Smith & Company -6-



I-Iowcvcr, Moody's poi nlS oullhal pcnsion obl igul ion bonds arc otlen a red nag associa lcd wilh greater rigid
ily of long-tenn obligations, failure 10 find suslainable solUlions to pension fu nding und a pattem of pushing 
costs off into thc fut urc. For thi s reason, Moody's ;ndicatcs that most pcns ioll bonds havc ut bcst a ncutml 
impact on thc asscssment or an iSSllcr's credit quality. 

Moody's cautions that if procceds of POBs dircct ly Subslitute for the issuer's pcnsion eontribution requ irc
ments, they would view the transaction as deficit fi nancing and slIch trnnsactions could have a material im
pact on credit quality. Moody's docs offer Ihat if thc issuuncc of PO Bs ;s made :IS purl of a broader effort 
aimed at restoring the balance bctwecn a plan 's assets and liabililies and restoring affordability, the initialive 
WQuld be considered as a credit posi tive etTort. 

Other Risk ConsideratiolIs 

POBs arc financia l inveslments, and Jike any other, they involve various forms of risk , including, bUI not 
limited to: I) investment risk; 2) timing risk; 3) I1cxibility risk; and 4) polit ical risk. The following issues 
should Ihereforc be considered beforc issuing Pension Ohligation Bonds: 

I . Is the POB pcriod sufficicntly long to eam the m .. 'Cdcd return'! To achieve any real S<lvings from issuing 
a POB, the procceds need 10 cam an investmcnt retum that cxeceds the total cost ofboTTowing during the 
entire period the POB is outstanding. Further, whut level of risk can the plan sponsor tolentte over this 
period to earn the dcsi red rclurn '! 

2. How wi lllhe pension fund invcsl thc procceds of the rOB'! Will the procceds be inveslcd ali at once or 
via dollar-eost ;Iver:lging'l Will they be entircJy investcd in equity-typc securitics or will a portioll he in
vested in debi instrumcnts that arc not that dissimilar to the POB itself'? How will the influx of funds 
impact investmelll policy and asset allocation simtegy? 

3. !-l aw will the ml ing agencies view Ihe trnnsaclion? 
-t. I-Iow will lhe transaction arrecl the debt capaci ly of the issuer? 
5. Will a higher funded ("'.ttio lead 10 pressure for bcncfit enhancemcnts? 
6. Is the long-Ierm cxpeeted tinancial reward of issuing the bomls (i.e., reducing the overa ll cost of lhe pcn

sion plan to the plan sponsor) worth the loss of potential funding fl exibility? Issuing PO Bs converts Ihe 
unfunded pension liab ility that is eurrently a "soft" debt of the issuer, and which can potentially be dc
feTTed into the future in dimcult cconomie times. into u "Iund" debt that must be paid to the bond holdcrs 
even during the most rrying economic times. 

Another risk consideratioll is how market perfonnance. pat1ieularly in the short-Icrm. could affect the funded 
rll tio of the plan. For e:~amp l c, e\len after issuing Ihe POB, short-term mllrket decl ines producing low or 
negative investmelll relUms clIn cause the lInfunded aelua ri:l l accrued lillbility (UAA L) to rise 10 the pre
IJOB level or higher. Thercfore, II plan sponsor hoping 10 rcducc or el iminatc its UAA L amortií'..al ion pay
menl by using II POB may stil l fi nd it owes apellsion cOlllri bulion (including the UAAL amortization pay
ment) at Ihe same time Ihe POIJ debt payments arc <iue. As a resul!. plan sponsors eonsideri ng issuing POBs 
need to be aware of Ihe impact of short-h.:ml market declincs. 

ln sumnl<1ry, plan sponsors considering the issuanee of r ORs need 10 go in/o sueh Il"llnsactions fu lly prcp<lrcd 
wi th al i available information <Ind knowledge aOOm the variotls potcntial risks. 

Conclusions 

POBs arc nol a s ilver bullet and will not, on thei .. own, solvc Ihe clmllengc of pcnsion funding and rising 
pe nsion costs. In faCI, if ejther Ihe plan sponsor or the plan arc having fi nancllll di mcullies, it may be advis
ab le to explore solutions that do not involve acIditionai borrowing. Further, POBs arc not a substitute for 
rcgular pcnsion fund contribuliOllS mude in accordanec wit h a weil thought out fund ing pol icy. Howevcr, 
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1)085 do represent one of seveml management tools that state :md local govcrnmcnls may wish to considcr 
to address pension funding. 

A POB isslIed by a financiall y strong govcrnmell t fo llowing carcfuI analysis of alI the risks may be a part of 
II prudent long-term pension funding slrdtcgy. A rOB issucd by a linancially weak govcmment as a last 
dilch etron to save the pension fu nd from min may lead 10 significant problems for the govenunellt and the 
pension fu nd . 

Arc Ihere risks involvcd wilh issuing PO Bs? Of coursc Ihcre are and this Research Repo!"1 dcscribes many of 
(hclll. But there arc also bcncfils. primarily the !>Otclllial for the tmnsaction to produce nel COSI savi ngs for 
the issuer. In add ition. Ihere are also less obvious benefils such as: 

• The pOlem ial for POB procceds 10 prodde a liquidi ly ctlshion Ihus avoiding the need for a pcnsion 
fund 10 liquidatc long-tenn assels. 

• The posilive message pcrccivcd by bOlh active and rcti rcd plan members of an iml11ediale incrcase in 
bcncfit sL'Curily resulting from the inc1 usion of the rOB procceds inlo the pensioll fund. 

The bollom line is thal Slutc and local govcmmenls need to analyzc both thc risks and rewards of POSs and 
detcrmille if the upside potelltia l is wonh the downside risk. It is also imponal1t 10 keep in mi nd that an open 
disc ussion and full disclosurc of ali the issucs raiscd will go a long way 10 getting all ofthc inicreslcd panies 
on the s(l!ne page wilh respeet to making a final detenninlltion on whether to issue POBs or not. 
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Appendix: Additional Sto('hastic Project ion Resulls 

T ht: fo llowing graphs provi de ud-
ditional deta ils fro m the stochasti c G "'F ~ I. 

project ion results under Ihe "No 
POB" scenario and the two "POB ~ 

Issued" sccnarios. ."-a_~ 

Graphs la through Ic ill ustrmc the ." ... -
projected rundcd ratios of the plan. .... , ... 
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Gmphs JJ a through Il e illuslralc Ihc 
IOla l contribution rules (including 
POB dcbt service) as a perecnlagc 
o r pay under eaeh seenario. 

The total conlribution ralc is lower 
under both of thc "POB Issued" 
sccnarios betwecll the 251h and 751 h 
perecnliles for mosl years when 
eompared with the No rOB scenar· 
io. Conl ribut ion rutes urc slight ly 
higher in thc carlier years under the 
POB scenarios due 10 the leve l dol
lar debI service payrnenls. 

AI Ihe 51h percenlile (Le., lhe li ne 
above the red shaded area indicaling 
Ihe moSI unfavo rable illveSlmefll 
perfommnce), the contribulion rate 
is higher under Ihe POB scel1arios 
Ihan under the No rOB scenario as 
a result of having to pay thc debt 
service paymenls in addition to Ihe 
required contriblltiotls to the pen· 
sion fill1d. 

At Ihc 951h perccnti lc (Le .• thc line 
below the blue shadcd arca indicat· 
ing the mosl favorable investmenl 
perfo rmance), the contl'ibution rate 
IS higher under the rOB sccnarios 
(Graphs Hb and Ile) III the later 
years . Thi s IS partly thc rcsull of 
fhvorablc invcstmcnt pcrformancc 
which causes the rC<luired contribu
tions 10 the pcnsion fund to be zcro. 
but there arc still rcmaining obliga· 
tions 10 ma ke Ihe debi selv icc pay· 
ments under Ihc POB scenarios . 

Bl!cause the illustrat iOlls ure based 
on II plan with a closed·period 
amortization policy, the variabilily 
of thc contribution ralc illcreascs as 
thc amorli zation period decrcascs. 
Therefore. in 2042 , there is signifi· 
eanl va riability becallse the contri· 
bution rate IS bascd on ulllortizing 
the unfundcd liability over thc onc 
ycar rcmain ing in thc c losed amorli· 
zali on period. 
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Graph Illa shows the annual savings 
in total doll ar eontributiOllS (including 
debi service) as a result of issuin g tbc 
$6 Billion POB. BCCil USC, for pur
poses of Ihe example, Ihe debt service 
paymcnts werc calculated as II level 
do llar amount and thc pcnsioll Illan 
contTibutioJlS wcrc ealcululcd as a 
leve l perceni of pay (with inCfcasing 
dollar amounts). conlribulions under 
thc " POB Issued" sccJlario un.:: higher 
in the early years. 

Howevt':r. in the later years. tlll::re is 
uboul a 75% likeJ ihood that th t': altllU
al eonlribution under the "POB Is
sucu" scenario is lower Ihan under Ihc 
;'No 110B" scenario. In Graph Ill a, 
Ihe results shown at the 5th percenti le 
flatten out in the later years as II resuli 
of u eontinued required debi service 
payment under the "POB [ssucd" sce
na rio and no rcquircd contribution to 
the pension plan (sillce under thes~ 
sccnarios the plan is 100% fllndcd). 

Graph JUb shows the Ilet prcI,clII val
uc in 20 12 of Ihe cUlllu lali ve eonlri
bution savings. By 2042, tht': dt':bt 
scrvice is fully paid off and the fu ll 
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impact of the r OB can be analyzcd. There is approxi matcly a 66% likclibood Ibat issuing the $6 Billion 
POB will result in lower contributions on a present valut': basis Ihan if a POB had not been issued. 

Becallse we have not assutncd Ihat any pension asscts could be uscd to pay debt service paymcllts (even ill 
thc case of a funded slatus in exccss of 100%), the addilional eontributions under the 1'013 seenario rcsu lts in 
fundcd rdtios that arc also much higher in ccrfuin fulure simulated oulcomes. Ifpcnsion asscts could be used 
to make debt service payments or exeess assets could be "refullded" from the pension plan, we projecl lhat 
the POB scenarios wou ld rcsu lt in lower conlribut ions in 800/0 of the simulation trials. 
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UNASSIGNEDUNASSIGNED

REVENUES

  10-00-40000       PROPERTY TAX-GENERAL FUND              23,123.52        112,813.71   387.8      1,284,261.00         117,411.16   (90.8)

  10-00-40001       PROPERTY TAX-POLICE PENSION            50,191.05         56,357.90    12.2        669,214.00          58,654.75   (91.2)

  10-00-40100       STATE SALES TAX & USE TAX               8,395.00          9,962.76    18.6        115,000.00          21,015.22   (81.7)

  10-00-40102       NOT ASSIGNED                                0.00              0.00     0.0              0.00               0.00     0.0

  10-00-40200       STATE INCOME TAX                       32,250.00              0.00   100.0        430,000.00          20,236.19   (95.2)

  10-00-40300       BUILDING PERMITS & PERC TESTS           7,480.00          1,800.00   (75.9)       110,000.00           5,330.00   (95.1)

  10-00-40400       UTILITY TAX-TELECOMMUNICATIONS         13,770.00         10,633.13   (22.7)       170,000.00          21,773.50   (87.1)

  10-00-40410       UTILITY TAX - NI GAS                        0.00              0.00     0.0        185,000.00               0.00   100.0

  10-00-40420       UTILITY TAX - ELECTRICITY                   0.00              0.00     0.0        225,000.00               0.00   100.0

  10-00-40500       LIQUOR & SCAVENGER LICENSES               100.00              0.00   100.0          1,200.00               0.00   100.0

  10-00-40600       POLICE ACCIDENT REPORTS                   150.00            295.00    96.6          1,800.00             320.00   (82.2)

  10-00-40700       COPY FEES (ORDINANCES)                     20.83              0.00   100.0            250.00               0.00   100.0

  10-00-40800       TRAFFIC FINES                           2,418.00              0.00   100.0         31,000.00           2,418.65   (92.2)

  10-00-40801       CIVIL FINE COLLECTIONS                      0.00              0.00     0.0              0.00               0.00     0.0

  10-00-40900       VEHICLE STICKER FEES                       32.70             76.00   132.4         32,700.00              96.00   (99.7)

  10-00-41000       INTEREST INCOME                         1,083.33            790.38   (27.0)        13,000.00           2,842.13   (78.1)

  10-00-41100       SUPERVISION FINES                         291.66              0.00   100.0          3,500.00             160.00   (95.4)

  10-00-41200       PERSONAL PROP REPLACEMENT TAX           3,583.33            274.24   (92.3)        43,000.00           5,595.40   (86.9)

  10-00-41300       OVERWEIGHT PERMIT FEES                  3,500.00          1,067.00   (69.5)        42,000.00           1,748.00   (95.8)

  10-00-41400       POLICE "C" TICKETS                      4,166.66          5,053.50    21.2         50,000.00           6,453.50   (87.0)

  10-00-41500       BACOG RENT                                250.00            499.90    99.9          3,000.00             499.90   (83.3)

  10-00-41600       FRANCHISE FEES                         47,500.00         19,049.25   (59.9)        95,000.00          19,049.25   (79.9)

  10-00-41700       OTHER INCOME                            1,000.00             75.20   (92.4)        12,000.00              75.20   (99.3)

  10-00-41800       SURPLUS PROPERTY                          833.33              0.00   100.0         10,000.00               0.00   100.0

  10-00-42000       GRANT REV-PUBLIC SFTY EQUIPMNT            750.00              0.00   100.0          9,000.00               0.00   100.0

  10-00-42100       POLICE TRAINING REIMBURSEMENTS              0.00              0.00     0.0              0.00               0.00     0.0

  10-00-42200       SEIZED DRUG REVENUE                         0.00              0.00     0.0              0.00               0.00     0.0

  10-00-42300       SECURITY LINK SYSTEM FEES               2,050.00              0.00   100.0          8,200.00               0.00   100.0

  10-00-42400       ZONING & PETITION FEES                    125.00          1,000.00   700.0          1,500.00           1,000.00   (33.3)

  10-00-42500       FORFEITED DRUG REVENUE                     41.66              0.00   100.0            500.00               0.00   100.0

  10-00-42600       ANIMAL SERVICES REIMBURSEMENTS            250.00            123.75   (50.5)         3,000.00             123.75   (95.8)

  10-00-42700       SUBDIVISION REIMBURSEMENTS                  0.00              0.00     0.0              0.00               0.00     0.0

  10-00-42800       CONTRIBUTIONS / DONATIONS                 416.66              0.00   100.0          5,000.00               0.00   100.0

  10-00-42900       BCFPD INSURANCE PREMIUM REIMB.            170.83          2,050.00  1100.0          2,050.00           2,050.00     0.0

  10-00-43000       DEBT PROCEEDS                               0.00              0.00     0.0              0.00               0.00     0.0

                                                   -----------------------------------------------------------------------------------------

  TOTAL REVENUES: UNASSIGNED                              203,943.56        221,921.72     8.8      3,556,175.00         286,852.60   (91.9)

ADMINISTRATIONADMINISTRATION

EXPENSES

  10-01-50201       VILLAGE CLERK                           5,092.08          5,092.10     0.0         61,105.00          10,184.20    83.3

  10-01-50202       VILLAGE TREASURER                       5,190.66          5,190.66     0.0         62,288.00          10,381.30    83.3
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ADMINISTRATIONADMINISTRATION

EXPENSES

  10-01-50203       OFFICE/COMP/SOFTWARE SUPPLIES             375.00            384.51    (2.5)         4,500.00             384.51    91.4

  10-01-50204       COMPUTER EQUIPMENT                        333.33            799.99  (140.0)         4,000.00             799.99    80.0

  10-01-50205       OFFICE EQUIPMENT SERVICES                 229.16            163.26    28.7          2,750.00             450.10    83.6

  10-01-50206       TELEPHONE & INTERNET SERVICES             666.66            453.94    31.9          8,000.00           1,418.10    82.2

  10-01-50207       TELEPHONE LEASE/PURCHASE                  208.33              0.00   100.0          2,500.00               0.00   100.0

  10-01-50208       VEHICLE STICKER EXPENSE                   175.00            393.94  (125.1)         2,100.00             393.94    81.2

  10-01-50209       BACOG ASSESSMENT                            0.00              0.00     0.0         25,625.02           6,311.50    75.3

  10-01-50210       LONGEVITY PAY-CLERK                         0.00              0.00     0.0          1,250.00               0.00   100.0

  10-01-50211       MEETINGS EXPENSES                         666.66            327.31    50.9          8,000.00           1,373.58    82.8

  10-01-50212       DUES AND SUBSCRIPTIONS                    916.66              0.00   100.0         11,000.00             778.02    92.9

  10-01-50213       TUITION/TRAVEL EXPENSE                    666.66              0.00   100.0          8,000.00               0.00   100.0

  10-01-50214       NEWSLETTER/WEBSITE                          0.00              0.00     0.0         12,300.00               0.00   100.0

  10-01-50215       COMPUTER ACCESSORIES                       20.83              0.00   100.0            250.00               0.00   100.0

  10-01-50216       ADMINISTRATIVE VEHICLE                    291.66            817.39  (180.2)         3,500.00             817.39    76.6

  10-01-50217       VACATION COMPENSATION                       0.00              0.00     0.0              0.00               0.00     0.0

  10-01-50218       POSTAGE EXPENSE                           291.66              0.00   100.0          3,500.00               0.00   100.0

  10-01-50219       MESSENGER SERVICE                          58.33              0.00   100.0            700.00               0.00   100.0

  10-01-50220       PAYROLL SERVICES                          300.00            260.39    13.2          3,600.00             401.63    88.8

  10-01-50221       BROADBAND DATA SERVICE                  1,000.00            879.14    12.0         12,000.00           1,712.22    85.7

  10-01-50222       LONGEVITY PAY-TREASURER                     0.00              0.00     0.0            500.00               0.00   100.0

  10-01-50223       TRANSFER TO E 911 FUND                      0.00              0.00     0.0              0.00               0.00     0.0

  10-01-50224       WEB SERVICES                              333.33            459.17   (37.7)         4,000.00             459.17    88.5

  10-01-50230       DIRECTOR OF ADMINISTRATION             11,373.00         11,373.00     0.0        136,476.00          22,746.00    83.3

  10-01-50231       LONGEVITY PAY-ADMINISTRATOR                 0.00              0.00     0.0          2,000.00               0.00   100.0

  10-01-50235       CLERICAL SERVICES                       1,750.00          1,442.76    17.5         21,000.00           2,885.52    86.2

  10-01-50240       COMMUNICATIONS COMMITTEE                   41.66              0.00   100.0            500.00               0.00   100.0

  10-01-50241       DIRECTOR OF COMMUNICATIONS              2,715.66          2,851.46    (5.0)        32,588.00           5,702.92    82.5

  10-01-50242       OVERTIME                                   83.33              0.00   100.0          1,000.00               0.00   100.0

  10-01-50400       SPECIAL EVENTS                            416.66              0.00   100.0          5,000.00               0.00   100.0

  10-01-50401       MERCHANT FEES-CREDIT CARD FEES              2.08             74.84 (3498.0)            25.00              74.84  (199.3)

  10-01-50999       TRANSFER TO POLICE PENSION             16,061.14          2,296.85    85.7        669,214.01          11,059.64    98.3

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: ADMINISTRATION                           49,259.54         33,260.71    32.4      1,109,271.03          78,334.57    92.9

BUILDING DEPARTMENTBUILDING DEPARTMENT

EXPENSES

  10-02-50301       PERMIT ADMINISTRATION                   6,250.00          6,731.90    (7.7)        75,000.00          10,058.80    86.5

  10-02-50302       OUTSIDE SERVICES                        4,125.00          1,482.00    64.0         49,500.00           1,842.00    96.2

  10-02-50303       PRINTING AND SUPPLIES                      83.33              0.00   100.0          1,000.00               0.00   100.0

  10-02-50304       FIELD/OFFICE EQUIPMENT                     58.33            104.95   (79.9)           700.00             104.95    85.0

  10-02-50305       VEHICLE EXPENSE                             8.33              0.00   100.0            100.00               0.00   100.0

  10-02-50306       OFFICE EXPENSES                           333.33            483.31   (44.9)         4,000.00             483.31    87.9
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BUILDING DEPARTMENTBUILDING DEPARTMENT

EXPENSES

  10-02-50307       PLAN/ZONING INFORM. SPECIALIST              0.00              0.00     0.0              0.00               0.00     0.0

  10-02-50308       INSPECTIONS                             1,833.33          1,072.95    41.4         22,000.00           1,754.30    92.0

  10-02-50309       RECORDS MANAGEMENT                        416.66              0.00   100.0          5,000.00           1,215.00    75.7

  10-02-50310       SURVEYING SERVICES                        250.00              0.00   100.0          3,000.00               0.00   100.0

  10-02-50311       OVERTIME                                   83.33              0.00   100.0          1,000.00               0.00   100.0

  10-02-50315       DRAINAGE                                    0.00              0.00     0.0              0.00               0.00     0.0

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: BUILDING DEPARTMENT                      13,441.64          9,875.11    26.5        161,300.00          15,458.36    90.4

HEALTH SERVICESHEALTH SERVICES

EXPENSES

  10-03-50401       ANIMAL SERVICES                           166.66              0.00   100.0          2,000.00               0.00   100.0

  10-03-50403       BOARD OF HEALTH                           250.00            743.00  (197.2)         3,000.00             743.00    75.2

  10-03-50405       POTABLE WATER                             208.33              0.00   100.0          2,500.00               0.00   100.0

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: HEALTH SERVICES                             624.99            743.00   (18.8)         7,500.00             743.00    90.0

LEGAL SERVICESLEGAL SERVICES

EXPENSES

  10-04-50501       VILLAGE ATTORNEY                       16,100.00              0.00   100.0        140,000.00               0.00   100.0

  10-04-50502       COURT ATTORNEY (CLARKE)                 5,416.66          5,416.66     0.0         65,000.00          10,833.32    83.3

  10-04-50503       POLICE ATTORNEY (MCGUIRE)                   0.00              0.00     0.0              0.00               0.00     0.0

  10-04-50504       OTHER LEGAL FEES                        5,240.00              0.00   100.0         40,000.00               0.00   100.0

  10-04-50505       PUBLICATION OF NOTICES                    208.33              0.00   100.0          2,500.00               0.00   100.0

  10-04-50506       EXPERT WITNESSES                          666.66              0.00   100.0          8,000.00               0.00   100.0

  10-04-50507       COURT REPORTERS                           583.33            480.00    17.7          7,000.00             480.00    93.1

  10-04-50508       LITIGATION EXPENSES                     8,333.33              0.00   100.0        100,000.00               0.00   100.0

  10-04-50509       LABOR RELATIONS                         5,000.00          3,006.30    39.8         60,000.00           3,006.30    94.9

  10-04-50510       PLANNING/ZONING                         5,005.00            100.00    98.0         35,000.00             100.00    99.7

  10-04-50511       FOIA RECORDS MANAGEMENT                 4,166.66          6,775.01   (62.6)        50,000.00           7,997.05    84.0

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: LEGAL SERVICES                           50,719.97         15,777.97    68.8        507,500.00          22,416.67    95.5

PUBLIC SAFETYPUBLIC SAFETY

EXPENSES

  10-05-50215       RESTIT. EXCHANGE & BOND TRANSF             83.33              0.00   100.0          1,000.00               0.00   100.0

  10-05-50601       PURCHASE/LEASE AUTOMOBILES                  0.00              0.00     0.0         61,000.00               0.00   100.0

  10-05-50602       PETROLEUM SUPPLIES                      8,166.66          3,730.37    54.3         98,000.00           3,730.37    96.1

  10-05-50603       AUTOMOBILE REPAIRS                      2,166.66          1,571.41    27.4         26,000.00           2,347.72    90.9

  10-05-50604       TIRES                                     250.00              0.00   100.0          3,000.00             599.64    80.0
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TIME: 09:34:27                                         DETAILED REVENUE & EXPENSE REPORT                                           F-YR:  15

ID:   GL470001.CBH                                BUDGET VS. ACTUAL WITH PERCENT VARIANCE

                                                   FOR  2 PERIODS ENDING  FEBRUARY 28,   2015

                                                    FUND:  GENERAL FUND

                                                                                            %             FISCAL             FISCAL      %

  ACCOUNT                                                     FEBRUARY         FEBRUARY   VARI-            YEAR          YEAR-TO-DATE  VARI-

  NUMBER            DESCRIPTION                               BUDGET            ACTUAL    ANCE            BUDGET             ACTUAL    ANCE

--------------------------------------------------------------------------------------------------------------------------------------------

PUBLIC SAFETYPUBLIC SAFETY

EXPENSES

  10-05-50606       TELEPHONE SERVICES                      1,541.66            691.81    55.1         18,500.00           2,898.24    84.3

  10-05-50612       BARN NETWORK                            1,833.33            914.74    50.1         22,000.00           3,922.45    82.1

  10-05-50613       RADIO MAINTENANCE                       1,000.66            962.63     3.8         12,500.00           2,033.26    83.7

  10-05-50614       REINSTALLATION OF RADIOS                  350.00          1,000.00  (185.7)         4,200.00           1,000.00    76.1

  10-05-50615       POLICE COMMUNICATIONS CONTRACT            562.50            580.54    (3.2)         6,750.00             580.54    91.4

  10-05-50616       RADAR REPAIRS                              41.66              0.00   100.0            500.00               0.00   100.0

  10-05-50617       SECURITY MAINTENANCE                      750.00              0.00   100.0          9,000.00             250.00    97.2

  10-05-50618       JAIL SERVICES CONTRACT                     62.50              0.00   100.0            750.00               0.00   100.0

  10-05-50619       MEMBERSHIPS & DUES                      4,505.00            482.00    89.3         12,900.00           1,007.00    92.1

  10-05-50621       UNIFORMS                                  916.66            318.36    65.2         11,000.00             628.86    94.2

  10-05-50625       I.T. CONSULTANT                         2,916.66              0.00   100.0         35,000.00           2,074.00    94.0

  10-05-50630       MARKING VEHICLES                          100.00              0.00   100.0          1,200.00               0.00   100.0

  10-05-50641       TRAINING REIMBURSEMENTS                 1,450.00            895.00    38.2         17,400.00           1,285.00    92.6

  10-05-50642       SHOOTING PROGRAM/ARMORY                   583.33              0.00   100.0          7,000.00               0.00   100.0

  10-05-50651       VEHICULAR EXPENSES                        375.00              0.00   100.0          4,500.00               0.00   100.0

  10-05-50652       EMPLOYEE RECOGNITION/AWARDS               100.00              0.00   100.0          1,200.00               0.00   100.0

  10-05-50653       EQUIPMENT REPLACEMENT                   1,500.00            159.48    89.3         18,000.00             159.48    99.1

  10-05-50654       OFFICE EXPENSES                           658.33            266.58    59.5          7,900.00             562.94    92.8

  10-05-50655       OFFICE SUPPLIES                           458.33            271.68    40.7          5,500.00             738.18    86.5

  10-05-50657       IPSAN & PIPS                                0.00              0.00     0.0              0.00               0.00     0.0

  10-05-50661       OTHER EXPENSES                            833.33            455.83    45.3         10,000.00             540.08    94.6

  10-05-50662       TOWING EXPENSES                            62.50              0.00   100.0            750.00               0.00   100.0

  10-05-50663       RECRUITMENT/PROMOTIONAL                   250.00              0.00   100.0          3,000.00               0.00   100.0

  10-05-50665       PROFESSIONAL SERVICES COUNSELI            416.66              0.00   100.0          5,000.00               0.00   100.0

  10-05-50666       SEIZED DRUG SURRENDER TO STATE              0.00              0.00     0.0              0.00               0.00     0.0

  10-05-50667       DRUG/PUBLIC EDUCATION EXPENSES             83.33             88.95    (6.7)         1,000.00              88.95    91.1

  10-05-50668       COMPUTER SOFTWARE/EQUIPMENT             3,333.33          1,129.64    66.1         40,000.00           6,503.29    83.7

  10-05-50669       DISASTER/EMERGENCY                        227.27              0.00   100.0          5,500.00               0.00   100.0

  10-05-50670       FURNITURE & EQUIPMENT                     250.00              0.00   100.0          3,000.00               0.00   100.0

  10-05-50671       CALEA EXPENSE                             506.00              0.00   100.0          8,000.00               0.00   100.0

  10-05-50672       PUBLIC SAFETY EQUIPMENT                   666.66              0.00   100.0          8,000.00               0.00   100.0

  10-05-50673       LEASE COMPUTER AIDED DISPATCH           1,418.17              0.00   100.0         29,100.00               0.00   100.0

  10-05-50677       LIVE-SCAN FEES                             11.67              0.00   100.0          5,123.00               0.00   100.0

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: PUBLIC SAFETY                            38,431.19         13,519.02    64.8        503,273.00          30,950.00    93.8

INSURANCEINSURANCE

EXPENSES

  10-06-50902       WELLNESS REIMBURSEMENTS                     0.00              0.00     0.0          2,400.00             600.00    75.0

  10-06-50903       EMPLOYEE DENTAL PLAN                    5,259.58          4,754.44     9.6         63,115.00           9,508.88    84.9

  10-06-50904       WORKER'S COMPENSATION INS.              9,012.42          9,011.00     0.0        108,149.04          18,022.00    83.3

  10-06-50905       EMPLOYEE MEDICAL AND LIFE              54,166.66         47,606.76    12.1        650,000.00          88,454.53    86.3
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TIME: 09:34:27                                         DETAILED REVENUE & EXPENSE REPORT                                           F-YR:  15

ID:   GL470001.CBH                                BUDGET VS. ACTUAL WITH PERCENT VARIANCE

                                                   FOR  2 PERIODS ENDING  FEBRUARY 28,   2015

                                                    FUND:  GENERAL FUND

                                                                                            %             FISCAL             FISCAL      %

  ACCOUNT                                                     FEBRUARY         FEBRUARY   VARI-            YEAR          YEAR-TO-DATE  VARI-

  NUMBER            DESCRIPTION                               BUDGET            ACTUAL    ANCE            BUDGET             ACTUAL    ANCE

--------------------------------------------------------------------------------------------------------------------------------------------

INSURANCEINSURANCE

EXPENSES

  10-06-50906       VEHICLE/PHYSICAL DAMAGE                   473.00              0.00   100.0          5,676.00               0.00   100.0

  10-06-50907       SURETY BONDS                                0.00              0.00     0.0          2,500.00               0.00   100.0

  10-06-50908       DISABILITY INSURANCE                    1,666.66              0.00   100.0         20,000.00           3,013.44    84.9

  10-06-50909       PROPERTY INSURANCE                          0.00              0.00     0.0          3,305.00               0.00   100.0

  10-06-50910       INLAND MARINE/COMPUTER EQUIP                0.00              0.00     0.0          1,555.00               0.00   100.0

  10-06-50911       ASSET INVENTORY                         1,029.83              0.00   100.0         12,358.00               0.00   100.0

  10-06-50912       PROPERTY-FIRE STATION                       0.00              0.00     0.0          2,050.00               0.00   100.0

  10-06-50913       DEDUCTIBLE PAYMENTS                     1,250.00              0.00   100.0         15,000.00               0.00   100.0

  10-06-50914       VSP EXPENSES                            3,725.00          3,870.99    (3.9)        44,700.00           7,741.98    82.6

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: INSURANCE                                76,583.15         65,243.19    14.8        930,808.04         127,340.83    86.3

MUNICIPAL BUILDINGS & GROUNDSMUNICIPAL BUILDINGS & GROUNDS

EXPENSES

  10-07-51001       BUILDING IMPROVEMENTS                   1,666.66              0.00   100.0         20,000.00               0.00   100.0

  10-07-51002       FURNITURE AND EQUIPMENT                   416.66              0.00   100.0          5,000.00               0.00   100.0

  10-07-51003       INTERIOR BLDG MAINTENANCE               3,041.66          1,722.78    43.3         36,500.00           1,867.23    94.8

  10-07-51004       EXTERIOR BLDG MAINTENANCE               1,666.66              0.00   100.0         20,000.00               0.00   100.0

  10-07-51005       GROUNDS MAINTENANCE                       760.00              0.00   100.0          8,000.00               0.00   100.0

  10-07-51006       CONTRACTUAL SERVICES                      416.66              0.00   100.0          5,000.00               0.00   100.0

  10-07-51007       PARKING LOT MAINTENANCE                   333.33              0.00   100.0          4,000.00               0.00   100.0

  10-07-51008       PROPERTY TAXES                              0.00              0.00     0.0          4,000.00               0.00   100.0

  10-07-51009       LANDSCAPE RESTORATION                      27.00              0.00   100.0         27,000.00               0.00   100.0

  10-07-51010       LANDSCAPE IRRIGATION                      125.00              0.00   100.0          1,500.00               0.00   100.0

  10-07-51011       SNOW REMOVAL                            3,000.00          2,692.50    10.2         15,000.00           2,692.50    82.0

  10-07-51012       SAFETY/SECURITY EQUIPMENT                 750.00              0.00   100.0          9,000.00               0.00   100.0

  10-07-51098       FIRE STATION MAINTENANCE                  208.33              0.00   100.0          2,500.00             300.00    88.0

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: MUNICIPAL BUILDINGS & GROUNDS            12,411.96          4,415.28    64.4        157,500.00           4,859.73    96.9

ZONING AND PLANNINGZONING AND PLANNING

EXPENSES

  10-08-50801       MINUTES-PLANNING & ZBA                    666.66              0.00   100.0          8,000.00               0.00   100.0

  10-08-50802       SUPPLIES/GIS/PRINTING                   3,166.66            776.00    75.4         38,000.00           1,276.00    96.6

  10-08-50803       ENGINEERING SERVICES                      416.66          1,894.00  (354.5)         5,000.00           1,894.00    62.1

  10-08-50804       SUBDIVISION REVIEW/RECORDING              416.66              0.00   100.0          5,000.00               0.00   100.0

  10-08-50808       PROFESSIONAL CONSULTANTS                  416.66              0.00   100.0          5,000.00               0.00   100.0

  10-08-50812       PLAN/ZONING INFORM. SPECIALIST              0.00              0.00     0.0              0.00               0.00     0.0

  10-08-50813       OVERTIME                                    0.00              0.00     0.0              0.00               0.00     0.0

  10-08-50840       EQUESTRIAN COMMISSION                       8.33              0.00   100.0            100.00               0.00   100.0

  10-08-50845       DEVELOPMENT COMMISSION                      8.33              0.00   100.0            100.00               0.00   100.0
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TIME: 09:34:27                                         DETAILED REVENUE & EXPENSE REPORT                                           F-YR:  15

ID:   GL470001.CBH                                BUDGET VS. ACTUAL WITH PERCENT VARIANCE

                                                   FOR  2 PERIODS ENDING  FEBRUARY 28,   2015

                                                    FUND:  GENERAL FUND

                                                                                            %             FISCAL             FISCAL      %

  ACCOUNT                                                     FEBRUARY         FEBRUARY   VARI-            YEAR          YEAR-TO-DATE  VARI-

  NUMBER            DESCRIPTION                               BUDGET            ACTUAL    ANCE            BUDGET             ACTUAL    ANCE

--------------------------------------------------------------------------------------------------------------------------------------------

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: ZONING AND PLANNING                       5,099.96          2,670.00    47.6         61,200.00           3,170.00    94.8

TOTAL FUND REVENUES                                       203,943.56        221,921.72     8.8      3,556,175.00         286,852.60   (91.9)

TOTAL FUND EXPENSES                                       246,572.40        145,504.28    40.9      3,438,352.07         283,273.16    91.7

FUND SURPLUS (DEFICIT)                                    (42,628.84)        76,417.44  (279.2)       117,822.93           3,579.44   (96.9)
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TIME: 09:34:27                                         DETAILED REVENUE & EXPENSE REPORT                                           F-YR:  15

ID:   GL470001.CBH                                BUDGET VS. ACTUAL WITH PERCENT VARIANCE

                                                   FOR  2 PERIODS ENDING  FEBRUARY 28,   2015

                                                    FUND:  POLICE PROTECTION FUND

                                                                                            %             FISCAL             FISCAL      %

  ACCOUNT                                                     FEBRUARY         FEBRUARY   VARI-            YEAR          YEAR-TO-DATE  VARI-

  NUMBER            DESCRIPTION                               BUDGET            ACTUAL    ANCE            BUDGET             ACTUAL    ANCE

--------------------------------------------------------------------------------------------------------------------------------------------

UNASSIGNEDUNASSIGNED

REVENUES

  20-00-40000       PROPERTY TAX-POLICE PROTECTION        153,024.85        191,662.40    25.2      2,283,953.00         199,473.54   (91.2)

  20-00-40100       GRANT REVENUES                              0.00              0.00     0.0              0.00               0.00     0.0

  20-00-40400       SPECIAL DETAIL INCOME                     416.66            800.00    92.0          5,000.00             960.00   (80.8)

  20-00-40500       INSURANCE REIMBURSEMENTS                   41.66              0.00   100.0            500.00               0.00   100.0

                                                   -----------------------------------------------------------------------------------------

  TOTAL REVENUES: UNASSIGNED                              153,483.17        192,462.40    25.4      2,289,453.00         200,433.54   (91.2)

UNASSIGNEDUNASSIGNED

EXPENSES

  20-00-51101       POLICE CHIEF                           10,000.00         10,000.00     0.0        120,000.00          20,000.00    83.3

  20-00-51102       SUPERVISORS(SWORN)                     44,348.16         44,153.50     0.4        532,178.00          88,846.35    83.3

  20-00-51103       PATROL OFFICERS                        73,333.33         74,073.56    (1.0)       880,000.00         149,420.03    83.0

  20-00-51106       OVERTIME                                8,000.00          5,193.22    35.0         96,000.00           9,981.90    89.6

  20-00-51107       DISPATCHERS/RECORD CLERKS              39,252.08         39,900.29    (1.6)       471,025.00          80,060.43    83.0

  20-00-51108       EDUCATIONAL BENEFITS                      333.33              0.00   100.0          4,000.00               0.00   100.0

  20-00-51110       SUPERVISORS (NON-SWORN)                12,333.33         12,333.34     0.0        148,000.00          24,685.67    83.3

  20-00-51111       VACATION COMPENSATION                       0.00              0.00     0.0         10,000.00               0.00   100.0

  20-00-51112       LONGEVITY AWARDS                        2,354.16              0.00   100.0         28,250.00           2,000.00    92.9

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: UNASSIGNED                              189,954.39        185,653.91     2.2      2,289,453.00         374,994.38    83.6

TOTAL FUND REVENUES                                       153,483.17        192,462.40    25.4      2,289,453.00         200,433.54   (91.2)

TOTAL FUND EXPENSES                                       189,954.39        185,653.91     2.2      2,289,453.00         374,994.38    83.6

FUND SURPLUS (DEFICIT)                                    (36,471.22)         6,808.49  (118.6)             0.00        (174,560.84)  100.0
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TIME: 09:34:27                                         DETAILED REVENUE & EXPENSE REPORT                                           F-YR:  15

ID:   GL470001.CBH                                BUDGET VS. ACTUAL WITH PERCENT VARIANCE

                                                   FOR  2 PERIODS ENDING  FEBRUARY 28,   2015

                                                    FUND:  SOCIAL SECURITY FUND

                                                                                            %             FISCAL             FISCAL      %

  ACCOUNT                                                     FEBRUARY         FEBRUARY   VARI-            YEAR          YEAR-TO-DATE  VARI-

  NUMBER            DESCRIPTION                               BUDGET            ACTUAL    ANCE            BUDGET             ACTUAL    ANCE

--------------------------------------------------------------------------------------------------------------------------------------------

UNASSIGNEDUNASSIGNED

REVENUES

  30-00-40000       PROPERTY TAX-SOCIAL SECURITY           15,750.00          1,767.62   (88.7)       210,000.00           1,839.66   (99.1)

                                                   -----------------------------------------------------------------------------------------

  TOTAL REVENUES: UNASSIGNED                               15,750.00          1,767.62   (88.7)       210,000.00           1,839.66   (99.1)

UNASSIGNEDUNASSIGNED

EXPENSES

  30-00-51201       SOCIAL SECURITY TAXES                  17,500.00         16,142.54     7.7        210,000.00          32,634.39    84.4

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: UNASSIGNED                               17,500.00         16,142.54     7.7        210,000.00          32,634.39    84.4

TOTAL FUND REVENUES                                        15,750.00          1,767.62   (88.7)       210,000.00           1,839.66   (99.1)

TOTAL FUND EXPENSES                                        17,500.00         16,142.54     7.7        210,000.00          32,634.39    84.4

FUND SURPLUS (DEFICIT)                                     (1,750.00)       (14,374.92)  721.4              0.00         (30,794.73)  100.0
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ID:   GL470001.CBH                                BUDGET VS. ACTUAL WITH PERCENT VARIANCE

                                                   FOR  2 PERIODS ENDING  FEBRUARY 28,   2015

                                                    FUND:  AUDIT FUND

                                                                                            %             FISCAL             FISCAL      %

  ACCOUNT                                                     FEBRUARY         FEBRUARY   VARI-            YEAR          YEAR-TO-DATE  VARI-

  NUMBER            DESCRIPTION                               BUDGET            ACTUAL    ANCE            BUDGET             ACTUAL    ANCE

--------------------------------------------------------------------------------------------------------------------------------------------

UNASSIGNEDUNASSIGNED

REVENUES

  40-00-40000       PROPERTY TAX-AUDIT FUND                 1,875.00          2,098.37    11.9         25,000.00           2,183.89   (91.2)

                                                   -----------------------------------------------------------------------------------------

  TOTAL REVENUES: UNASSIGNED                                1,875.00          2,098.37    11.9         25,000.00           2,183.89   (91.2)

UNASSIGNEDUNASSIGNED

EXPENSES

  40-00-51301       ANNUAL AUDIT EXPENSE                    3,938.60              0.00   100.0         20,950.00               0.00   100.0

  40-00-51302       HARDWARE/SOFTWARE EXPENSE                   0.00              0.00     0.0          3,500.00           2,755.68    21.2

  40-00-51303       FINANCE CONSULTING                        133.10          2,800.00 (2003.6)           550.00           2,800.00  (409.0)

  40-00-51304       RECORDS MANAGEMENT                          0.00              0.00     0.0              0.00               0.00     0.0

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: UNASSIGNED                                4,071.70          2,800.00    31.2         25,000.00           5,555.68    77.7

TOTAL FUND REVENUES                                         1,875.00          2,098.37    11.9         25,000.00           2,183.89   (91.2)

TOTAL FUND EXPENSES                                         4,071.70          2,800.00    31.2         25,000.00           5,555.68    77.7

FUND SURPLUS (DEFICIT)                                     (2,196.70)          (701.63)  (68.0)             0.00          (3,371.79)  100.0
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ID:   GL470001.CBH                                BUDGET VS. ACTUAL WITH PERCENT VARIANCE

                                                   FOR  2 PERIODS ENDING  FEBRUARY 28,   2015

                                                    FUND:  LIGHTING FUND

                                                                                            %             FISCAL             FISCAL      %

  ACCOUNT                                                     FEBRUARY         FEBRUARY   VARI-            YEAR          YEAR-TO-DATE  VARI-

  NUMBER            DESCRIPTION                               BUDGET            ACTUAL    ANCE            BUDGET             ACTUAL    ANCE

--------------------------------------------------------------------------------------------------------------------------------------------

UNASSIGNEDUNASSIGNED

REVENUES

  50-00-40000       PROPERTY TAX-LIGHTING FUND                225.00            249.42    10.8          3,000.00             259.58   (91.3)

                                                   -----------------------------------------------------------------------------------------

  TOTAL REVENUES: UNASSIGNED                                  225.00            249.42    10.8          3,000.00             259.58   (91.3)

UNASSIGNEDUNASSIGNED

EXPENSES

  50-00-51401       MUNICIPAL STREET LIGHTING                 250.00            213.68    14.5          3,000.00             427.32    85.7

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: UNASSIGNED                                  250.00            213.68    14.5          3,000.00             427.32    85.7

TOTAL FUND REVENUES                                           225.00            249.42    10.8          3,000.00             259.58   (91.3)

TOTAL FUND EXPENSES                                           250.00            213.68    14.5          3,000.00             427.32    85.7

FUND SURPLUS (DEFICIT)                                        (25.00)            35.74  (242.9)             0.00            (167.74)  100.0
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TIME: 09:34:27                                         DETAILED REVENUE & EXPENSE REPORT                                           F-YR:  15

ID:   GL470001.CBH                                BUDGET VS. ACTUAL WITH PERCENT VARIANCE

                                                   FOR  2 PERIODS ENDING  FEBRUARY 28,   2015

                                                    FUND:  LIABILITY INSURANCE FUND

                                                                                            %             FISCAL             FISCAL      %

  ACCOUNT                                                     FEBRUARY         FEBRUARY   VARI-            YEAR          YEAR-TO-DATE  VARI-

  NUMBER            DESCRIPTION                               BUDGET            ACTUAL    ANCE            BUDGET             ACTUAL    ANCE

--------------------------------------------------------------------------------------------------------------------------------------------

REVENUES

  60-00-40000       PROPERTY TAX-INSURANCE FUND             7,505.78          8,409.77    12.0        100,076.99           8,752.51   (91.2)

  60-00-43000       DEBT PROCEEDS                               0.00              0.00     0.0              0.00               0.00     0.0

                                                   -----------------------------------------------------------------------------------------

  TOTAL REVENUES:                                           7,505.78          8,409.77    12.0        100,076.99           8,752.51   (91.2)

EXPENSES

  60-00-51501       GENERAL LIABILITY POLICY                    0.00              0.00     0.0         13,413.00               0.00   100.0

  60-00-51502       VEHICLE LIABILITY POLICY                    0.00              0.00     0.0         18,281.00               0.00   100.0

  60-00-51503       EMPLOYMENT PRACTICE LIABILITY               0.00              0.00     0.0          5,733.00               0.00   100.0

  60-00-51504       LAW ENFORCEMENT POLICY                      0.00              0.00     0.0         14,556.00               0.00   100.0

  60-00-51505       PUBLIC ENTITY MANAGEMENT                    0.00              0.00     0.0          2,812.00               0.00   100.0

  60-00-51506       EXCESS LIABILITY POLICY                     0.00              0.00     0.0         40,282.00               0.00   100.0

  60-00-51507       CRIME INSURANCE POLICY                      0.00              0.00     0.0              0.00               0.00     0.0

  60-00-51508       EMPLOYEE BENEFITS LIABILITY                 0.00              0.00     0.0              0.00               0.00     0.0

  60-00-51509       DEDUCTIBLE PAYMENTS                       416.66              0.00   100.0          5,000.00               0.00   100.0

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES:                                             416.66              0.00   100.0        100,077.00               0.00   100.0

TOTAL FUND REVENUES                                         7,505.78          8,409.77    12.0        100,076.99           8,752.51   (91.2)

TOTAL FUND EXPENSES                                           416.66              0.00   100.0        100,077.00               0.00   100.0

FUND SURPLUS (DEFICIT)                                      7,089.12          8,409.77    18.6             (0.01)          8,752.51 (5200.0)



DATE: 03/05/2015                                              Village of Barrington Hills                                          PAGE:  12

TIME: 09:34:27                                         DETAILED REVENUE & EXPENSE REPORT                                           F-YR:  15

ID:   GL470001.CBH                                BUDGET VS. ACTUAL WITH PERCENT VARIANCE

                                                   FOR  2 PERIODS ENDING  FEBRUARY 28,   2015

                                                    FUND:  CROSSING GUARDS FUND

                                                                                            %             FISCAL             FISCAL      %

  ACCOUNT                                                     FEBRUARY         FEBRUARY   VARI-            YEAR          YEAR-TO-DATE  VARI-

  NUMBER            DESCRIPTION                               BUDGET            ACTUAL    ANCE            BUDGET             ACTUAL    ANCE

--------------------------------------------------------------------------------------------------------------------------------------------

UNASSIGNEDUNASSIGNED

REVENUES

  70-00-40000       PROPERTY TAX-CROSSING GUARDS              180.00            200.62    11.4          2,400.00             208.80   (91.3)

                                                   -----------------------------------------------------------------------------------------

  TOTAL REVENUES: UNASSIGNED                                  180.00            200.62    11.4          2,400.00             208.80   (91.3)

UNASSIGNEDUNASSIGNED

EXPENSES

  70-00-51601       CROSSING GUARD SALARIES                   200.00            200.00     0.0          2,400.00             400.00    83.3

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: UNASSIGNED                                  200.00            200.00     0.0          2,400.00             400.00    83.3

TOTAL FUND REVENUES                                           180.00            200.62    11.4          2,400.00             208.80   (91.3)

TOTAL FUND EXPENSES                                           200.00            200.00     0.0          2,400.00             400.00    83.3

FUND SURPLUS (DEFICIT)                                        (20.00)             0.62  (103.1)             0.00            (191.20)  100.0



DATE: 03/05/2015                                              Village of Barrington Hills                                          PAGE:  13

TIME: 09:34:27                                         DETAILED REVENUE & EXPENSE REPORT                                           F-YR:  15

ID:   GL470001.CBH                                BUDGET VS. ACTUAL WITH PERCENT VARIANCE

                                                   FOR  2 PERIODS ENDING  FEBRUARY 28,   2015

                                                    FUND:  UNEMPLOYMENT INSURANCE FUND

                                                                                            %             FISCAL             FISCAL      %

  ACCOUNT                                                     FEBRUARY         FEBRUARY   VARI-            YEAR          YEAR-TO-DATE  VARI-

  NUMBER            DESCRIPTION                               BUDGET            ACTUAL    ANCE            BUDGET             ACTUAL    ANCE

--------------------------------------------------------------------------------------------------------------------------------------------

UNASSIGNEDUNASSIGNED

REVENUES

  80-00-40000       PROPERTY TAX-UNEMPLOYMENT FUND            210.00            233.15    11.0          2,800.00             242.65   (91.3)

                                                   -----------------------------------------------------------------------------------------

  TOTAL REVENUES: UNASSIGNED                                  210.00            233.15    11.0          2,800.00             242.65   (91.3)

UNASSIGNEDUNASSIGNED

EXPENSES

  80-00-51701       UNEMPLOYMENT TAXES                        900.00            766.73    14.8          2,800.00           1,924.25    31.2

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: UNASSIGNED                                  900.00            766.73    14.8          2,800.00           1,924.25    31.2

TOTAL FUND REVENUES                                           210.00            233.15    11.0          2,800.00             242.65   (91.3)

TOTAL FUND EXPENSES                                           900.00            766.73    14.8          2,800.00           1,924.25    31.2

FUND SURPLUS (DEFICIT)                                       (690.00)          (533.58)  (22.6)             0.00          (1,681.60)  100.0



DATE: 03/05/2015                                              Village of Barrington Hills                                          PAGE:  14

TIME: 09:34:27                                         DETAILED REVENUE & EXPENSE REPORT                                           F-YR:  15

ID:   GL470001.CBH                                BUDGET VS. ACTUAL WITH PERCENT VARIANCE

                                                   FOR  2 PERIODS ENDING  FEBRUARY 28,   2015

                                                    FUND:  ROADS AND BRIDGES FUND

                                                                                            %             FISCAL             FISCAL      %

  ACCOUNT                                                     FEBRUARY         FEBRUARY   VARI-            YEAR          YEAR-TO-DATE  VARI-

  NUMBER            DESCRIPTION                               BUDGET            ACTUAL    ANCE            BUDGET             ACTUAL    ANCE

--------------------------------------------------------------------------------------------------------------------------------------------

UNASSIGNEDUNASSIGNED

REVENUES

  90-00-40000       PROPERTY TAX-ROAD & BRIDGE            117,300.00        142,548.50    21.5      1,564,000.00         148,358.02   (90.5)

  90-00-40100       MISCELLANEOUS REVENUE                   4,400.00              0.00   100.0         52,800.00          55,186.19     4.5

  90-00-40200       ROAD & BRIDGE TWN TAXES                 6,438.60              0.00   100.0         85,848.00               0.29  (100.0)

  90-00-40300       GENERAL FUND TRANSFERS IN                   0.00              0.00     0.0              0.00               0.00     0.0

                                                   -----------------------------------------------------------------------------------------

  TOTAL REVENUES: UNASSIGNED                              128,138.60        142,548.50    11.2      1,702,648.00         203,544.50   (88.0)

UNASSIGNEDUNASSIGNED

EXPENSES

  90-00-50701       ROAD MAINTENANCE CONTRACTS                986.85          1,154.00   (16.9)       986,846.01           1,154.00    99.8

  90-00-50702       SNOWPLOWING CONTRACTS                  45,500.00         48,736.52    (7.1)       260,000.00          75,912.19    70.8

  90-00-50703       MOWING/CLEANUP CONTRACTS                2,916.66          3,745.75   (28.4)        35,000.00           4,220.75    87.9

  90-00-50704       SIGN PURCHASE/INSTALLATION              1,166.66            721.00    38.2         14,000.00           1,718.50    87.7

  90-00-50705       DRAIN MANAGEMENT                       10,000.00             34.50    99.6        120,000.00           2,632.50    97.8

  90-00-50706       ENGINEERING FEES                       12,060.00         12,595.90    (4.4)       180,000.00          12,595.90    93.0

  90-00-50707       ROAD STRIPING                              83.33              0.00   100.0          1,000.00               0.00   100.0

  90-00-50708       EQUIPMENT MAINTENANCE                     100.00              0.00   100.0          4,000.00               0.00   100.0

  90-00-50709       ROAD PATCHING CONTRACTS                 1,250.00            856.25    31.5         15,000.00             856.25    94.2

  90-00-50710       EQUIPMENT PURCHASES                       166.66              0.00   100.0          2,000.00               0.00   100.0

  90-00-50711       BRIDGE INSPECTIONS                        666.66              0.00   100.0          8,000.00               0.00   100.0

  90-00-50712       CN RAILWAY RES. 10-02 EXPENSES              0.00              0.00     0.0              0.00               0.00     0.0

  90-00-50713       CUBA ROAD BRIDGE EXPENSES              13,333.33              0.00   100.0        160,000.00               0.00   100.0

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: UNASSIGNED                               88,230.15         67,843.92    23.1      1,785,846.01          99,090.09    94.4

TOTAL FUND REVENUES                                       128,138.60        142,548.50    11.2      1,702,648.00         203,544.50   (88.0)

TOTAL FUND EXPENSES                                        88,230.15         67,843.92    23.1      1,785,846.01          99,090.09    94.4

FUND SURPLUS (DEFICIT)                                     39,908.45         74,704.58    87.1        (83,198.01)        104,454.41  (225.5)



DATE: 03/05/2015                                              Village of Barrington Hills                                          PAGE:  15

TIME: 09:34:27                                         DETAILED REVENUE & EXPENSE REPORT                                           F-YR:  15

ID:   GL470001.CBH                                BUDGET VS. ACTUAL WITH PERCENT VARIANCE

                                                   FOR  2 PERIODS ENDING  FEBRUARY 28,   2015

                                                    FUND:  E 911 FUND

                                                                                            %             FISCAL             FISCAL      %

  ACCOUNT                                                     FEBRUARY         FEBRUARY   VARI-            YEAR          YEAR-TO-DATE  VARI-

  NUMBER            DESCRIPTION                               BUDGET            ACTUAL    ANCE            BUDGET             ACTUAL    ANCE

--------------------------------------------------------------------------------------------------------------------------------------------

UNASSIGNEDUNASSIGNED

REVENUES

  92-00-41000       INTEREST INCOME                             6.25              5.90    (5.6)            75.00              12.31   (83.5)

  92-00-42000       VOIP SURCHARGES                         1,083.33          1,127.62     4.0         13,000.00           2,266.88   (82.5)

  92-00-45000       WIRELINE SURCHARGES                     2,416.66          1,894.47   (21.6)        29,000.00           3,822.40   (86.8)

  92-00-46000       WIRELESS SURCHARGES                     1,250.00          1,521.16    21.6         15,000.00           3,000.75   (80.0)

  92-00-47000       GENERAL FUND TRANSFER                       0.00              0.00     0.0              0.00               0.00     0.0

                                                   -----------------------------------------------------------------------------------------

  TOTAL REVENUES: UNASSIGNED                                4,756.24          4,549.15    (4.3)        57,075.00           9,102.34   (84.0)

UNASSIGNEDUNASSIGNED

EXPENSES

  92-00-50000       AMERITECH CREDIT LEASE                  2,041.66          2,038.04     0.1         24,500.00           4,076.08    83.3

  92-00-50015       PURCHASE NEW EQUIPMENT                  2,500.00              0.00   100.0         30,000.00               0.00   100.0

  92-00-50018       TELEPHONE LINE CHARGES                    916.66            929.83    (1.4)        11,000.00           1,859.78    83.0

  92-00-50019       MAINTAIN EQUIPMENT                      1,458.33              0.00   100.0         17,500.00               0.00   100.0

  92-00-50020       OTHER EXPENSES                            266.66              0.00   100.0          3,200.00               0.00   100.0

  92-00-50024       LOAN REPAYMENT-INTEREST                     0.00              0.00     0.0              0.00               0.00     0.0

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: UNASSIGNED                                7,183.31          2,967.87    58.6         86,200.00           5,935.86    93.1

TOTAL FUND REVENUES                                         4,756.24          4,549.15    (4.3)        57,075.00           9,102.34   (84.0)

TOTAL FUND EXPENSES                                         7,183.31          2,967.87    58.6         86,200.00           5,935.86    93.1

FUND SURPLUS (DEFICIT)                                     (2,427.07)         1,581.28  (165.1)       (29,125.00)          3,166.48  (110.8)



DATE: 03/05/2015                                              Village of Barrington Hills                                          PAGE:  16

TIME: 09:34:27                                         DETAILED REVENUE & EXPENSE REPORT                                           F-YR:  15

ID:   GL470001.CBH                                BUDGET VS. ACTUAL WITH PERCENT VARIANCE

                                                   FOR  2 PERIODS ENDING  FEBRUARY 28,   2015

                                                    FUND:  MOTOR FUEL TAX FUND

                                                                                            %             FISCAL             FISCAL      %

  ACCOUNT                                                     FEBRUARY         FEBRUARY   VARI-            YEAR          YEAR-TO-DATE  VARI-

  NUMBER            DESCRIPTION                               BUDGET            ACTUAL    ANCE            BUDGET             ACTUAL    ANCE

--------------------------------------------------------------------------------------------------------------------------------------------

UNASSIGNEDUNASSIGNED

REVENUES

  95-00-40000       MOTOR FUEL TAX INTEREST                     2.08              0.90   (56.7)            25.00               1.68   (93.2)

  95-00-40099       MISC. REVENUE-DUE TO M F T                  0.00              0.00     0.0              0.00               0.00     0.0

  95-00-40100       MOTOR FUEL TAX ALLOTMENTS               8,539.58          9,961.28    16.6        102,475.00          20,560.52   (79.9)

                                                   -----------------------------------------------------------------------------------------

  TOTAL REVENUES: UNASSIGNED                                8,541.66          9,962.18    16.6        102,500.00          20,562.20   (79.9)

UNASSIGNEDUNASSIGNED

EXPENSES

  95-00-50100       MOTOR FUEL TAX EXPENSES                 8,333.33              0.00   100.0        100,000.00               0.00   100.0

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: UNASSIGNED                                8,333.33              0.00   100.0        100,000.00               0.00   100.0

TOTAL FUND REVENUES                                         8,541.66          9,962.18    16.6        102,500.00          20,562.20   (79.9)

TOTAL FUND EXPENSES                                         8,333.33              0.00   100.0        100,000.00               0.00   100.0

FUND SURPLUS (DEFICIT)                                        208.33          9,962.18  4681.9          2,500.00          20,562.20   722.4



DATE: 03/05/2015                                              Village of Barrington Hills                                          PAGE:  17

TIME: 09:34:27                                         DETAILED REVENUE & EXPENSE REPORT                                           F-YR:  15

ID:   GL470001.CBH                                BUDGET VS. ACTUAL WITH PERCENT VARIANCE

                                                   FOR  2 PERIODS ENDING  FEBRUARY 28,   2015

                                                    FUND:  IMRF FUND

                                                                                            %             FISCAL             FISCAL      %

  ACCOUNT                                                     FEBRUARY         FEBRUARY   VARI-            YEAR          YEAR-TO-DATE  VARI-

  NUMBER            DESCRIPTION                               BUDGET            ACTUAL    ANCE            BUDGET             ACTUAL    ANCE

--------------------------------------------------------------------------------------------------------------------------------------------

UNASSIGNEDUNASSIGNED

REVENUES

  96-00-40000       PROPERTY TAX-IMRF FUND                  3,750.00          4,196.75    11.9         50,000.00           4,367.78   (91.2)

                                                   -----------------------------------------------------------------------------------------

  TOTAL REVENUES: UNASSIGNED                                3,750.00          4,196.75    11.9         50,000.00           4,367.78   (91.2)

UNASSIGNEDUNASSIGNED

EXPENSES

  96-00-51801       IMRF EXPENSES                           4,166.66          3,427.85    17.7         50,000.00           6,915.92    86.1

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: UNASSIGNED                                4,166.66          3,427.85    17.7         50,000.00           6,915.92    86.1

TOTAL FUND REVENUES                                         3,750.00          4,196.75    11.9         50,000.00           4,367.78   (91.2)

TOTAL FUND EXPENSES                                         4,166.66          3,427.85    17.7         50,000.00           6,915.92    86.1

FUND SURPLUS (DEFICIT)                                       (416.66)           768.90  (284.5)             0.00          (2,548.14)  100.0



DATE: 03/05/2015                                              Village of Barrington Hills                                          PAGE:  18

TIME: 09:34:27                                         DETAILED REVENUE & EXPENSE REPORT                                           F-YR:  15

ID:   GL470001.CBH                                BUDGET VS. ACTUAL WITH PERCENT VARIANCE

                                                   FOR  2 PERIODS ENDING  FEBRUARY 28,   2015

                                                    FUND:  DEBT SERVICE FUND

                                                                                            %             FISCAL             FISCAL      %

  ACCOUNT                                                     FEBRUARY         FEBRUARY   VARI-            YEAR          YEAR-TO-DATE  VARI-

  NUMBER            DESCRIPTION                               BUDGET            ACTUAL    ANCE            BUDGET             ACTUAL    ANCE

--------------------------------------------------------------------------------------------------------------------------------------------

UNASSIGNEDUNASSIGNED

REVENUES

  97-00-40000       PROPERTY TAX-DEBT SERVICE              19,297.50         21,683.21    12.3        257,300.01          22,566.90   (91.2)

                                                   -----------------------------------------------------------------------------------------

  TOTAL REVENUES: UNASSIGNED                               19,297.50         21,683.21    12.3        257,300.01          22,566.90   (91.2)

UNASSIGNEDUNASSIGNED

EXPENSES

  97-00-52001       PRINCIPAL PAYMENT                           0.00              0.00     0.0        236,150.00               0.00   100.0

  97-00-52002       INTEREST PAYMENTS                           0.00              0.00     0.0         21,150.00               0.00   100.0

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: UNASSIGNED                                    0.00              0.00     0.0        257,300.00               0.00   100.0

TOTAL FUND REVENUES                                        19,297.50         21,683.21    12.3        257,300.01          22,566.90   (91.2)

TOTAL FUND EXPENSES                                             0.00              0.00     0.0        257,300.00               0.00   100.0

FUND SURPLUS (DEFICIT)                                     19,297.50         21,683.21    12.3              0.01          22,566.90  8900.0



DATE: 03/05/2015                                              Village of Barrington Hills                                          PAGE:  19

TIME: 09:34:27                                         DETAILED REVENUE & EXPENSE REPORT                                           F-YR:  15

ID:   GL470001.CBH                                BUDGET VS. ACTUAL WITH PERCENT VARIANCE

                                                   FOR  2 PERIODS ENDING  FEBRUARY 28,   2015

                                                    FUND:  DRUG/DUI/GANG FUND

                                                                                            %             FISCAL             FISCAL      %

  ACCOUNT                                                     FEBRUARY         FEBRUARY   VARI-            YEAR          YEAR-TO-DATE  VARI-

  NUMBER            DESCRIPTION                               BUDGET            ACTUAL    ANCE            BUDGET             ACTUAL    ANCE

--------------------------------------------------------------------------------------------------------------------------------------------

UNASSIGNEDUNASSIGNED

REVENUES

  98-00-45000       DRUG/GANG/DUI FUND REVENUE                333.33             19.66   (94.1)         4,000.00             439.75   (89.0)

                                                   -----------------------------------------------------------------------------------------

  TOTAL REVENUES: UNASSIGNED                                  333.33             19.66   (94.1)         4,000.00             439.75   (89.0)

UNASSIGNEDUNASSIGNED

EXPENSES

  98-00-50000       DRUG/GANG/DUI EXPENSES                  1,000.00              0.00   100.0         12,000.00               0.00   100.0

                                                   -----------------------------------------------------------------------------------------

  TOTAL EXPENSES: UNASSIGNED                                1,000.00              0.00   100.0         12,000.00               0.00   100.0

TOTAL FUND REVENUES                                           333.33             19.66   (94.1)         4,000.00             439.75   (89.0)

TOTAL FUND EXPENSES                                         1,000.00              0.00   100.0         12,000.00               0.00   100.0

FUND SURPLUS (DEFICIT)                                       (666.67)            19.66  (102.9)        (8,000.00)            439.75  (105.5)


