SYCAMORE CITY COUNCIL

AGENDA
November 17, 2003

Joint Meeting of the Sycamore City Council and the Sycamore
School Board
6:.00P.M.

The Sycamore Board of Education will join the Sycamore City Council in ajoint
meeting at 6:00 p.m. on Monday, November 17 to discuss recent development trends.
Specificdly, in the firgt twenty minutes or so, the School adminigtration will present its
“Deveopment Notebook,” published in October, which reviews recent trendsin
resdentia development and assesses the fiscal impact of acres that have dready been
annexed and subdivided. At about haf past the hour, the City administration will
present additiond information to assist in planning for future resdentiad development.
Finally, both the School Board and the City Council will be invited to briefly discussa
recent gpplication for development assistance in the Sycamore Prairie Business Park.
Some background on each item follows.

1. Development Notebook. The Notebook is a reference guide with vauable
information thet can be updated from year to year, or as necessary. Much of the data
compiled in the notebook isinstrumenta in leading the reader to a better
understanding of how the Didtrict will predict the point in time when new school
space will be needed to accommodate an increase in the number of students that
may result from residentid developments aready annexed. The assessment takes
into account such variables as current school capacity, acceptable classroom sizes,
sguare foot congtruction costs, etc. Business Manager Luke Glowiak will lead the
discusson of thesefindings.

2. Recent City Planning Initiatives. The City staff presentation will push the
discussion forward, beyond the devel opment picture as represented by current
subdivisons under congtruction, to a consideration about how we might responsibly
plan for future annexations, given each taxing body’ s fiscal requirements. To ad
this discusson, anew table has been creasted with the title “Residentid Permit
Timeing’ (see attached). This table takes each of the developments referenced in
the Digtrict’s notebook and spreads them on the same page, so a composite picture
of the overall impact of gpproved subdivisons can be seen. With thistableasa
garting point, we can more clearly see where we may be going, and at what pace
we might consder annexing in the future. It isinteresting to note that this permit
timeline confirms a key conclusion of the Notebook, namely, that the greatest
impact of current subdivision occupancies will be fdt in the next five years.
Fourteen different developments are currently at some stage of build-out.




With the exception of the North Grove Crossing project, none of these subdivisions
are subject to the permit restraints imposed by the City Council in 2003, including a
limit on the annua number of permits issued per subdivison, and adelay in the

gart of new subdivisions based on a diding schedule tied to areduction in our
current inventory of platted but unbuilt lots. These condraints on annud permitting
are codified in Ordinance 2003.65, which is described in this background report
(see below).

Where do we go from here? Some recent planning initiatives taken by the City
Council can make fisca forecasting more religble and, equally important, can help
Sycamore more assertively manage the timing of any new residentid development.
Firt, the Council recently adopted a Comprehensive Plan that sets an absolute
geographica growth limit and, by implication, an absolute population limit for our
community. Second, after defining such limits, the Council has tackled the more
elusve god of timing new congtruction. On October 6 the Council gpproved an
interim measure that will soon be incorporated in the City’ s zoning code to
accomplish the following:

a) limit the number of building permits that can be issued each year from each

new subdivison; and
b) egablish atime lag following annexation before any new building permits
can be issued.

Assuming disciplined management of the Comp Plan and new regulations,
the City' sinventory of potentid housing units should be drametically reduced
before permits from any new, large subdivisons could be obtained. To illustrate,
under the new regulation (see atached), a new subdivision of the sze of Parkside
Estates, Reston Ponds, Sycamore Creek, or the North Grove Crossing will
encounter at least athree-to-four year wait before any find plats could be approved
and recorded. These developments offered 265, 391, 352 and 269 single-family

units, respectively.

Since our planning horizon is now agiven in terms of geographic area, and since
the Council isin control of the 9ze of new annexations and the timing of their Sart-
up, it seems reasonable to assume that Sycamore is more than ever in control of its
dedtiny in terms of future growth so long as a disciplined gpplication of the Plan and
attendant regulations is achieved. At the very least, the new Comp Plan and permit
regulations dlow for more precise planning of future capita expenditures and
operationa priorities. Notwithstanding the greater confidence with which we face
future annexation interest, time will tel if we have found some ussful planning

tools or crested unforeseen dilemmas. Conditions beyond public control can
certainly confound our assumptions, asin the case of a housing dump that would
prolong the build-out of exigting subdivisons. The City saff suggest that we
gpproach new annexation requests with some recognition of our imperfect grasp of
future events.

Findly, action can be taken to periodicdly update certain fees that attend new
development, including impact fees. The updating of such feesisanticipated in all



the annexation agreements approved since 1998. On October 6 the City Council

raised the City’ swater impact fee and sawer impact fee to account for the higher

cogts associated with the capital improvements for which the fees are established

(e.g. anew well, anew water tower, and new trestment plant capacity). At the joint

Pan Commission and City Council meetings on September 2 and September 8, the

City staff invited anew look a School and Park impact feeswhich are based, in

part, on an assumption about the fair market vaue of an acre of improved land. The

City Manager suggested revisons in the School and Park fee schedules due to the

sgnificant increase in the price of developable acreage since the current fee systems

were adopted in April 2002. Specificdly, the City saff suggested an increase in the

per acre price from $75,000 to $110,000 and provided the following rationae:
the average cost of a ¥sacrelot isaround $55,000 at present. |f we take the average
asking pricefor a¥aacrelot, extrapolate the price per acre ($220,000), then discount
that price by 50% for utilities and infrastructure, the effective price is $110,000.

The attached letter from Superintendent Bob Hammon, dated November 12,
responds the City administration’s suggestion. Dr. Hammon concurs with the
recommended per acre price of $110,000 and also suggests a revision to another
variable integrd to the cacuation of the School impact fees, namely, the acreage
required to build each type of school. Unless the Council otherwise directs, the
Didtrict’s recommendations will be forwarded to the Mayor’'s ad hoc Growth
Forum, which represents City, School Didtrict, and Park Didtrict elected officias.
The ad hoc committee has taken up the matter of impact fees and will returnto a
discussion of the present fee structuresin early January.

. Property Tax Abatement under PTELL. Asthe Board of Education and the City
Council are aware, Continental Custom Ingredients, Inc. (CCl) has applied for a
property tax abatement through the City of Sycamore' sindustrid development
program. Thefirm isinterested in assembling severd lotsin the Sycamore Prairie
Business Park to create a 15-acre parcd that would accommodate a building of
about 110,000 square feet, with room for future expansion. The board and
management of CCl intend to move their headquarters, industrid laboratory and a
flavor divison to Sycamore. The firm plans to open with about 54 employees
earning sdlaries and wages a the high end of thar industrial classfications.

The CCI incentive gpplication (see attached) requests the three-year abatement
option: 80% in year one, 70% in year 2, and 50% in year three. Of the three options,
thisis the most generous incentive and offers, in effect, an abatement of 2/3 of the
property tax ligbility in the first three years. The firm isaming for completion of

their building in February 2005, so they are interested in targeting any abatement

for years 2005, 2006 and 2007. Although no abatement action is requested in 2003,
the CCI board is understandably interested in evidence of the intent of our local
taxing bodies as they make financid plans for the largest capitd invesment in the
company's history.

Prior to the adoption of tax caps or the Property Tax Extension Limitation Law
(PTELL) by referendum in April 1999, tax abatements affected school digtrictsin



the same manner that they affected other taxing bodies. In the year(s) of abatement,
al or aportion of the new property’ s extension or tax liability would be abated, but
upon the completion of the abatement al taxing bodies would be able to receive the

product of their taxing rate againgt 100% of the full extended EAV. Under PTELL
these circumstances changed. PTELL effectively dows the growth of revenuesto
taxing districts when property values and assessments are increasing faster than the
rate of inflation. Increases in property tax extensons, or the amount of tax revenue
agovernmenta body recaives, are limited to the lesser of 5% or the increase in the
national Consumer Price Index (CH1) for the year preceding the levy year. PTELL
does not “cap” property tax bills or property assessments; it limits extensonson
exigting property. Such limitations do not apply to new congruction, athough the
levy rate for new congtruction cannot exceed the limiting rate for al properties.

The following tablesillugtrate the result of a property tax abatement by the Didtrict
for CCl. One showstheimpact if PTELL did not apply; the other shows the impact
under PTELL. In both tablesit is assumed that CCI’s new building and grounds will
have afull market vaue of about $5 million upon completion in 2005, or an EAV

of about $1.665 million. It is also assumed that the Didrict’s aggregete extenson in
2005 will be about $15 million; the rate of inflation in Y ear One and succeeding
years will remain constant at 2.4%; the School rate will remain $5.10 per $100
EAV; and the limiting rate will remain $4.3 per $100 EAV.

Table 1. School District Abatement if PTELL did not apply.

Year One Year Two Year Three Y ear Four: After

Abatement

Aggregate Ext $15,000,000 $15,376,983 $15,771,505 $16,192,478

CH 24% 24% 24% 24%

Base Extx CHl $15,360,000 $15,746,031 $16,150,021 $16,581,098

New CCI Extension $84,915 $84,915 $84,915 $84,915

(@%$5.1/$100)

CCI Tax Abatement $67,932 (80%) $59,441 (70%) $42,457 (50%) n.a

CCI Pays $16,983 $25,474 $42 457 $84,915

Ext. for Next Yr $15,376,983 $15,771,505 $16,192,478 $16,666,013

Lost Taxesto Dist $67,932 $59,441 $42,457 $0.00

*Totd lost taxes, 4 years: $169,830
Table 2. School Digtrict Abatement with PTELL.
Year One Year Two Year Three Y ear Four: After

Abatement

Aqggregate Ext $15,000,000 $15,374,319 $15,743,303 $16,121,142

CH 2.4% 2.4% 24% 24%

Base Ext x CPI $15,360,000 $15,743,303 $16,121,142 $16,508,049

New CCI Extension $71595 $14,319 $14,319 $71595

(@%4.3/$100)

CCI Tax Abatement $57,276 (80%) $10,023 (70%) $7,160 (50%) n.a

CClI Pays $14,319 $4,296 $7,160 $71595

Ext for Next Yr $15,374,319 $15,743,303 $16,121,142 $16,508,049

Lost Taxesto Dist $57,276 $67,299 $64,435 $157,964 (?)

*Total lost taxes, 4 years: $346,974 (?)




Congderation:

The City Manager offers the aforementioned tables for review without the confidence
in detail that comes with working under PTELL as our School adminisiration does.
However, it gppears that the difference in the aggregate extension after three years of
abatement will be Sgnificant if the new congtruction vaue of the first year is not
clamed. To adjust for the taxes lost under PTELL, the option of athree-year abatement
inYears 2, 3 and 4, rather than Years 1, 2 and 3 might be investigated. This approach
would alow the Didtrict to capture dl of the new congruction vauein Year 1 and thus
reduce the difference in lost taxes. Such an gpproach would a so have to be acceptable
to CCl, which seesthe participation of dl locd taxing bodies as a pre-condition for the
expangon of its business in Sycamore.

The time dlotted for the joint meeting does not do justice to any of the topics on the
joint meeting agenda. The City Manager recommends a continuation of thisjoint
discusson at afuture time and place that is mutualy convenient to both bodies. The
next available opportunity for the City Council isthe workshop of December 1. An
additiond topic that could be introduced is the possibility of a change in the Education
Fee Ordinance to reflect recent trends in the vauation of developed land.
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Regular City Council Meeting
At the Sycamore Center
7:00 P.M.

CALL TO ORDER
INVOCATION

PLEDGE OF ALLEGIANCE
APPROVAL OF AGENDA
AUDIENCE TO VISITORS

CONSENT AGENDA

A. Approvd of the Minutes for the Regular City Council Meeting of November 3,
2003;

B. Approva of the Closed Session Minutes of August 19, 2002; October 7, 2002;
November 4, 2002; March 17, 2003; August 4, 2003; August 18, 2003; September
2, 2003; September 8, 2003; September 15, 2003; October 6, 2003; and October 20,
2003.

C. Reease of the gpproved Closed Sesson Minutes for August 19, 2002; the Land
Acquisition portion of the October 7, 2002 minutes; the Land Acquisition portion of
the November 4, 2002 minutes, the March 17, 2003 minutes; the August 4, 2003
minutes; and the August 18, 2003 minutes.



10.

11.

D. Payment of the Bills for November 17, 2003;
E. Budget Report for November, 2003.

PRESENTATION OF PETITIONS, COMMUNICATIONS, AND BILLS.
A. Presentation by the DeKalb County Marine Corps Detachment 847.

REPORTS OF OFFICERS
REPORTS OF STANDING COMMITTEES
PUBLIC HEARINGS--None

ORDINANCES
A. Ordinance No. 2003.62—An Ordinance Concer ning the Recommendation of
the Plan Commission With Regard to a Petition from Ideal Industriesfor a
Resubdivision in the Sycamore Prairie Business Park to Create a New Unit No.
4. First and Second Reading.
Ided Industries, the developer of the Sycamore Prairie Business Park, has petitioned for
aresubdivison of Lots 20, 21, 22, 26, 27 and 28 to create four new lots, with two
lots—L ots 101 and 102—that could accommodate the present and future needs of an
indugtria prospect. The prospect’s name is Continental Custom Ingredients. The firmis
interested in purchasing approximately 15 acres to construct manufacturing,
warehousing, laboratory and office operations in two phases. In the first phase, an
industrid building of about 110,000 to 125,000 square feet would be built and occupied
by February 2005 on Lot 101. In alater phase, further office and manufacturing space
would be added on Lot 102.

CCl isan employee-owned firm based in West Chicago. It wasfounded in 1975 asa
manufacturer of stabilizer and emulsifier blends for producers of dairy goods and has
grown to have a significant market presence in the U.S., Canada, and Mexico. The
board and management of CCl intend to move their headquarters and flavor division to
the Sycamore Prairie Business Park. The division would be housed in the building on
Lot 101 and would support about 54 employees earning sdaries and wages a the
higher end of their industrid dassfications

The attached subdivision plat depicts both the existing lot lines and the proposed re-
subdivison. To accommodate the interest of CCI, a number of utility and drainage
easements have also been relocated in a manner that is useful to both the present
petitioner and future lot ownersin the business park.

The Plan Commission reviewed the petitioner’ s request on November 10 and
unanimoudy recommended its gpprova by avote of 9-0 (three members were absent).
City Council approva of the Plan Commission recommendation is requested.

B. Ordinance No. 2003.63--An Ordinance Concer ning the Recommendation of
the Plan Commission With Regard to a Petition from AMP Buildersfor a



Final Plat for Phase 2 of the Townhomes of Townsend Woods Subdivision.

First and Second Reading.
On August 21, 2000 the City Council approved an amendment to the Townsend Woods
annexation agreement to permit the development of 101 atached single-family
townhouses on an 11.6-acre Ste that is pardld with, and immediately esst of, the
commercidly-zoned frontage that extends from Maplewood Drive south to Mt. Hunger
Road. The Council action also gpproved a specid use permit for the attached
townhomes and aprdiminary plan. A reduced copy of the approved prdiminary planis
attached.

On October 21, 2002 the Council approved the fina plat for the first phase which
contained about 23 unitsin five buildings. The petitioner has submitted afind plat for a
second phase that congists of about 39 units (see attached).

At their regular meeting of November 10, the Plan Commission reviewed the petition
and recommended its gpprova by avote of 9-0. City Council approva of the Plan
Commission recommendation is requested.

C. Ordinance No. 2003.64--An Ordinance Concer ning the Recommendation of
the Plan Commission With Regard to a Petition from Brian Weydert for a
Resubdivision of 1519 and 1521 Pebblewood Drive With a Special Use Permit
for aCommon Wall and Lot Line. First and Second Reading.

Mr. Weydert owns the duplex at 1519/1521 Pebblewood Drive in the Woodgate

subdivision in Sycamore and would like to resubdivide the parce to create two lots that

can be sold in fee ample. He and his attorney, David Witheft, have submitted the

proper special use request, common wall agreement, and cross easements to meet the

City’ s requirements.

On November 10, the Plan Commission recommended the Council’ s gpprova by avote
of 9-0. City Council approva of the Plan Commission recommendation is requested.

D. Ordinance No. 2003.65--An Ordinance Concer ning the Recommendation of
the Plan Commission With Regard to a Proposed Amendment to Section 13.02,
Paragraph 5 of the Sycamore Zoning Code in the City of Sycamore, Illinois.
First and Second Reading.

At the regular City Council meeting of October 6, the Council gpproved an interim

regulation that matches the intent and language of the atached ordinance. In order to

incorporate the provisons of this ordinance in the City’s Zoning Code, a public hearing
was necessary at the Plan Commission. At its regular meeting of November 10, the

Plan Commission consdered the proposed change which imposes a new regulatory

framework on the pace of new residentia congtruction. According to this framework,

there would be alimitation on the number of building permits that could be issued per
year from each new project and dso atime lag following annexation before any new
building permits could be issued. This gpproach assumes that, with the present pace of
building permits, the City’ s inventory of potentid housing units will be reduced before
the larger projects would obtain building permits. The condition that would confound



this assumption isadump in the housing market that could prolong the build-out of
exigting subdivisons and extend their completion into the time period when future
subdivisons might be authorized to gpply for permits.

The regulation would apply to dl units, whether attached or detached. Under the new
regulation (see atached), a new subdivison of the Sze of Parksde Estates, Reston
Ponds, Sycamore Creek, or the North Grove Crossing might encounter at least athree-
to-four year wait before any fina plats could be approved and recorded. These
developments offered 265, 391, 352 and 269 single family units, respectively.
However, it should be noted that none of these devel opments would be retroactively
tied to the proposed regulation.

The Council is aware that additiona language has been added to prevent any
gamesmanship from undermining the desired effect. For instance, without some
countervailing provision, the mere limitation of permits according to land size might

invite the owner of a 500-acre farm to enter a contractud relationship that would yield a
250-acre development in one year, and another 250- acre development in another year to
the same devel oper, thereby lessening the wait before permits could be issued in ether
subdivison. To address this possibility, the following language was added to the text of

the ordinance:

“In order to plan for orderly growth and to discourage the submittal of a series
of annexation plats and preliminary plats from tracts of 100 or more acres held
by the owner of record as of the effective date of this ordinance, the City
Council shall only consider, unless otherwise approved by a 2/3 vote of the
corporate authorities, a single petition for annexation and preliminary plat
approval for said tract and will only consider another petition for annexation
and preliminary plat approval for said tract after a period of at |least five years

has elapsed.”

Finally, the proposed framework isillustirated in a chart, which is reproduced below:

Revised Residential Growth Control Regulation

Number of Dwelling Units
on the Preliminary Plan

Dwelling Units Permitted Per
Year as a Percentage of the
Total Lotson the Preliminary

TimeLimit Before New
Building Permits Are
I ssued Following

Plan Annexation
0 to 50 dwdling units No Limit No Time Limit
51 to 100 dwdling units No More Than 35 per Y ear One Year
101-200 dwelling units 25% or 40, whichever islower Two Years
201-300 dwdling units 20% or 50, whichever islower Three Years
301 to 400 dwelling units 18% or 60, whichever islower Four Years
401-500 dwdling units 15% or 70, whichever islower Five Years
Over 500 dwdling units 10% or 75, whichever islower Sx Years

The ability to “bank” permits according to the terms of the June 2003 Zoning Code
revison continues in place. That language is as follows.

“The annual allowance for issuance of dwelling unit permits shall commence on January 1of each
year. The owner or developer of the planned unit devel opment may carry over dwelling units not




12.

13.

permitted fromyear to year and add those lots to following years, so long asthe “ bank” doesnot
exceed one year’ s allowance. For example, if a developer isallotted 40 dwelling units per year, but
receives permits for only 20 dwelling unitsin thefirst year, then 40 permits plus 20 unused permits
would be allowed in the second year. Inthe year of annexation, the owner or developer of the
planned unit development shall receive only a pro-rata allowance of permitted dwelling units, e.g. if
a planned unit devel opment is annexed on November 30, then the allowance for thefirst year would
be 1/12™" of the allowance for the year. This ordinance shall apply only to planned unit
developments annexed after its adoption and approval by the City Authorities.”

The Plan Commission formally reviewed the proposed zoning code revison &t its
regular meeting of November 10 and unanimoudly recommended its approva. City
Council gpprova of the Plan Commission recommendation is requested.

E. Ordinance No. 2003.66—An Ordinance Amending Title 3, “Businessand
License Regulations,” Chapter 2, “Liquor Control,” Section 11, “ Building and
L ocation Restrictions,” Paragraph A, “ Specific L ocations Established,” of the
City Code of the City of Sycamore, Illinois. First Reading Only.

The Sycamore Park Didtrict has gpplied for aliquor license in accordance with the city

code amendments approved by the Council on April 7, 2003. The new provisons

permit the service of dcohoalic beverages a the golf course clubhouse a the Sycamore

Community Park under the following conditions:

» Alcohalic beverages shdl be consumed on the premises only;

» Space for the consumption of acoholic beverages shdl be limited to an indoor
lounge, restaurant, or food court, or an attached area for outside seating. Such
outside seating shdl be an adjunct to the food service business of the Park Didtrict;

» Any dlowable outside seating shdl be enclosed with a nonbarricade type fence or
ralling or other barrier that dlows viewing;

» Accessto any outdoor seating shdl be limited through the licensed premises or
monitored entrances that are controlled by employees during dl hours when acohol
may be served;

» Outdoor seating shdl not be included to meet the required guest seeting capacity;

» Music may be played in the outdoor area but may not exceed ordinance limits;

» Thehours of operation are restricted from twelve o' clock noon until dusk.

In addition to these generd provisons, the location of the licensed liquor sdles must be
identified in the City Code. The attached ordinance would expand the geographic limits
of the liquor digtrict to include the Park Didrict clubhouse facility.

City Council gpprovd is recommended.
RESOLUTIONS--None

CONSIDERATIONS

A. Consderation of the Annual City Property Tax Levy.

By December 31 of each caendar year, the City Council must adopt an annual property
tax levy. The City of Sycamoreis one of seven locd taxing bodies that annudly raise
operating revenue from property taxes. The combined or composite property tax rate
for residences and businesses located in Sycamore Township was $8.83637 per $100



EAV in 2003, based on the 2002 levies; for residences and businesses located in
Cortland Township the property tax rate in 2003 was $8.80023 per $100 EAV. The
City’s 2003 rate--$0.98627--r epresented about 11% of the overall rate charged
against the EAV of our residences and businesses.

The City of Sycamore uses the monies raised through property taxes primarily to fund
the genera operations of the city departments, but also uses a substantia portion of the
collected taxes to fund the city’s pension or fiduciary obligations.

The table below illudtrates the breakdown of operationd and pension obligationsin

recent years.
Category 1999 Actuad 2000 Actual 2001 Actual 2002 Actual
Property Tax— $1,505,393* $1,540,685* $1,524,794* $1,500,583*
Genera Operating
Property Tax— $189,000 $205,000 $220,000 $247,500
FICA/IMRF
Property Tax— $73,200 $77,600 $87,300 $152,883
Police Pension**
Property Tax— $147,000 $130,000 $180,390 $213,142
Fire Pension**
Crossing Guards $20,000 $20,000 $20,000 $20,000
Totds $1,934,593 $1,973,285 $2,032,484 $2,134,108

*Includes $155,000 for debt service and, until 2002, about $240,000 to subsidize the cost of residential refuse
collection. The increase in monthly refuse fees to $14 per month, effective July 1, 2003, effectively eliminates that
subsidy.

** The taxes collected to meet the fire and police pension obligations are directly deposited in the respective
pension funds for a clearer accounting trail.

City Pension Costs

The City’s pension obligations are annualy determined by an independent actuary. The
city’sIMRF and FICA (Socia Security) obligations are caculated by the City
Adminigrator. In recent years, the FICA/IMRF obligations for Water Department and
Treatment Plant employees have been paid from the Sewer/Water Fund. Altogether, the
pension obligations borne by the City’s General Fund in FY 03 congtituted about 29%

of the City’ s property tax receipts, up from 24% in FY 02 and 21% in FY 01.

The actuarid recommendations have been submitted by the City’ s long-time actuary,
Timothy Sharpe. In order to maintain acredible level of funding in the Fire and Police
pengon funds, he has proposed significantly higher levies this year, reflecting another
twelve months of substantid equity losses. The investment returns for the Police

Pension fund were down 1.49%, and the returns for the Fire Penson Fund were down
2.51%. Even with sgnificantly higher levies, the percentage of liahilities that are

funded will still decrease from 84.3% to 78.2% in the Police Pension Fund, and will
decrease from 76.6% to 71.2% in the Fire Pension Fund. The recommended Police
pension obligation is $169,045 (an increase of 10.57% over the 2002 levy of $152,883),
and the recommended Fire pension levy is $257,961 (an increase of 21% over the 2002
levy of $213,142). The pension funding is a collaborative effort involving a city
contribution, employee contributions, and sound investment. Clearly, the pension funds

10




have to be more vigilant than ever before about their investment holdings, in order to
avoid even higher employee and city contributions in 2004.

The City’s FICA or socid security obligation includes Medicare withholding costs as
well. The combined FICA/Medicare rate remains 7.65%. Apart from Fire and Police
personnd, our full-time employees contribute to the lllinois Municipa Retirement Fund
(IMRF). The fund announced in April 2003 that municipdities should use an IMRF
employer contribution rate of 8.22% againg digible employee earnings, a decrease of
33% over the 2002 contribution rate of 12.3% owing to arebound in their investment
values.

Calculating the Levy and Rate

The garting point is estimating the City’ s equalized assessed vauation (EAV) for the
coming year. Sycamore sfina EAV in 2002 was $216,389,113. The County Supervisor
of Assessments has completed a preliminary estimate of the value of new congiruction

in the City in 2003. Other variables in the caculation of the new community-wide EAV
include the vaue of homestead and senior exemptions and any equdizing “multiplier”
established to maintain uniform assessments across dl township digtricts. The EAV
estimate mugt aso dlow for Board of Review actions following complaints about redl
property assessments later thisfall.

Margaret Whitwell, DeKab County’s chief assessment officer, estimates that

Sycamore' s“net” EAV for 2003 will be $239,660,089 which is $23,270,976 (10.75%)
higher than the 2002 EAV of $216,389,113. This estimate includes deductions for
exemptions, appeds, and TIF (which had an EAV of $2,023,327 in 2002 or an
increment of $373,863 over 2001). The County estimate also assumes an equdization
factor of 1.007 for Sycamore Township and 1.044 for Cortland Township and
$9,885,125 in new congtruction in 2003. To be conservative, this total has been rounded
downward to $235,000,000 (+18,610,887 or 8.6%) for our cdculations. Sncethe
actud EAV growth for 2003 will not be known until the fina tax extension is published
next soring, the actud City tax rate, determined by dividing the City levy by the City
EAV, will be uncertain. If the actud EAV published next spring is not as high asthe
projected level, the find City rate may be higher than expectations.

Historic City EAV, City Levy, and City Tax Rate totals:

Year EAV City Levy* City Tax Rate*
Per $100 EAV
1966 $27,220,176 $216,252 7945
1976 $44,278,153 $679,882 15355
1986 $56,800,908 $934,248 16448
199 $145,647,122 $1,792,999 1.2318
1997 $155,861,773 (+7%) $1,822,000 (+2%) 1.1689 (-5%)
1998 $165,664,346 (+6.3%) $1,896,660 (+4%) 1.1449 (-2%)
1999 $172,022,591 (+3.84%) $1,934,593 (+2%) 1.1246 (-2%)
2000 $185,519,631 (+7.85%) $1,973,285 (+2%) 1.0648 (-5%)
2001 $201,706,953 (+8.7%) $2,032,484 (+3%) 1.0076 (-5.37%)
2002 $216,389,113 (+7.28%) $2,134,108 (+5%) 98627 (-2.1%)

*Excludes Sycamore Public Library and Sycamore Hospital.
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Although as a home rule community the City is not subject to the provisons of the
Property Tax Extenson Limitation Law, previous City Councils have chosen to levy
within the extension limitation for the year, which for “capped” taxing bodies means

“the lesser of 5% or the percentage increase in the Consumer Price Index during the
twelve month calendar year preceding the levy year.” For 2003 extensions, the CPI
change is measured from December 2001 to December 2002. According to the Illinois
Department of Revenue the U.S. City average Consumer Price Index (CP1) increase for
that twelve-month period was 2.4% . For the same period (12/2001-12/2002), the
average price of al existing and new homes sold in Sycamore was about $164,550
according to the DeKab Area Association of Redltors, an increase of $14,550 (+9.7%)
over the previous twelve-month period.

Five City L evy Options

Option #1: No Increasein City Levy

1999 2000 2001 2002 2003
Totd Levy 1,934,593 1,973,285 2,032,484 2,134,108 2,134,108
Police Pension 73,200 77,600 87,300 152,883 169,045
Fire Pension 147,000 130,000 180,390 213,142 257,961
FICA/IMRF 189,000 205,000 220,000 247,500 275,000
Crossing 20,000 20,000 20,000 20,000 20,000
Guards
Gengrd 1,505,393 1,540,685 1,524,794 1,398,959 1,412,102
Operations
City-Wide 172,022,591 | 185,519,631 | 201,706,953 | 216,389,113 | 235,000,000
EAV
City Tax Rate 1.1246 1.0648 1.0076 .98627 .90813

Resulting Impact on Single-Family Homeowner. The*Property EAV” isderived
from the average price of al homes sold in Sycamore during the particular year.

2000 2001 2002 2003
Property EAV 45,150 46,550 47,800 52,437 (+9.7%)
City Tax Rate 1.0648 1.0076 .98627 .90813
City Tax Bill 480.76 469.04 471.44 476.20
Overall Impact:

» Should result in a City tax rate decrease of 7.9%.
» Should result in little or no change in actud City taxes paid by the average
homeowner who makes no subgtantia home improvements.
» Property taxes (minus the portion going directly to the Fire and Police Penson
funds) would represent 20.6% of al budgeted FY 2003-2004 General Fund
expenditures ($8,284,096). They presently represent 21.3%.
» Increase the monies available for generd operations by $13,143 (0.9%).




Option #2: Two Percent (2%) Increasein City Levy
1999 2000 2001 2002 2003

Totd Levy 1,934,593 1,973,285 2,032,484 2,134,108 2,176,790
Police Pension 73,200 77,600 87,300 152,883 169,045
Fire Penson 147,000 130,000 180,390 213,142 257,961
FICA/IMRF 189,000 205,000 220,000 247,500 275,000
Crossing 20,000 20,000 20,000 20,000 20,000
Guards
Generd 1,505,393 1,540,685 1,524,794 1,398,959 1,454,784
Operations
City-Wide 172,022,591 | 185,519,631 | 201,706,953 | 216,389,113 | 235,000,000
EAV
City Tax Rate 1.1246 1.0648 1.0076 .98627 92629

Resulting Impact on Single-Family Homeowner. The*Property EAV” isderived
from the average price of dl homes sold in Sycamore during the particular year.

2000 2001 2002 2003
Property EAV 45,150 46,550 47,800 52,437 (+9.7%)
City Tax Rate 1.0648 1.0076 .98627 .92629
City Tax Bill 480.76 469.04 471.44 485.72
Overall Impact:

» Should result in a City tax rate decrease of 6%.

» Should result in an increase of $14.28 in actud City taxes paid by the average
homeowner who makes no substantial home improvements.

» Property taxes (minus the portion going directly to the Fire and Police Penson
funds) would represent 21.1% of al budgeted FY 2003-2004 General Fund
expenditures ($8,284,096). They presently represent 21.3%.

» Increase the monies available for generd operations by $55,825 (4%).

Option #3: Two and a Half Percent (2.5%) Increasein City Levy

1999 2000 2001 2002 2003
Totd Levy 1,934,593 1,973,285 2,032,484 2,134,108 2,187,461
Police Pension 73,200 77,600 87,300 152,883 169,045
Fire Pension 147,000 130,000 180,390 213,142 257,961
FICA/IMRF 189,000 205,000 220,000 247,500 275,000
Crossing 20,000 20,000 20,000 20,000 20,000
Guards
Genegrd 1,505,393 1,540,685 1,524,794 1,398,959 1,465,455
Operations
City-Wide 172,022,591 | 185,519,631 | 201,706,953 | 216,389,113 | 235,000,000
EAV
City Tax Rate 1.1246 1.0648 1.0076 .98627 .93084
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Resulting Impact on Single-Family Homeowner. The*“Property EAV” is derived
from the average price of dl homes sold in Sycamore during the particular year.

2000 2001 2002 2003
Property EAV 45,150 46,550 47,800 52,437 (+9.7%)
City Tex Rate 1.0648 1.0076 .98627 .93084
City Tax Bill 480.76 469.04 471.44 488.11
Overall Impact:

» Should result in a City tax rate decrease of 5.6%.
> Should result in an increase of $16.67 in actud City taxes paid by the average
homeowner who makes no substantial home improvements.
» Property taxes (minus the portion going directly to the Fire and Police Penson
funds) would represent 21.25% of al budgeted FY 2003-2004 General Fund
expenditures ($8,284,096). They presently represent 21.3%.
» Increase the monies available for genera operations by $66,498 (4.75%).

Option #4: Three Percent (3%) Increasein City Levy

1999 2000 2001 2002 2003
Totd Levy 1,934,593 1,973,285 2,032,484 2,134,108 2,198,131
Police Penson 73,200 77,600 87,300 152,883 169,045
Fire Pension 147,000 130,000 180,390 213,142 257,961
FICA/IMRF 189,000 205,000 220,000 247,500 275,000
Crossing 20,000 20,000 20,000 20,000 20,000
Guards
Generd 1,505,393 1,540,685 1,524,794 1,398,959 1,476,125
Operations
City-Wide 172,022,591 | 185,519,631 | 201,706,953 | 216,389,113 | 235,000,000
EAV
City Tax Rate 1.1246 1.0648 1.0076 .98627 93537

Resulting Impact on Single-Family Homeowner. The*Property EAV” is derived
from the average price of dl homes sold in Sycamore during the particular yesar.

2000 2001 2002 2003
Property EAV 45,150 46,550 47,800 52,437 (+9.7%)
City Tax Rate 1.0648 1.0076 .98627 .93537
City Tax Bill 480.76 469.04 471.44 490.48
Overall Impact:

» Should result in a City tax rate decrease of 5%.
» Should result in an increase of $19.00 in actud City taxes paid by the average
homeowner who makes no substantial home improvements.
» Property taxes (minus the portion going directly to the Fire and Police Penson
funds) would represent 21.3% of dl budgeted FY 2003-2004 Generd Fund
expenditures ($8,284,096). They presently represent 21.3%.
> Increase the monies available for general operations by $77,166 (5.5%).
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» Increase the General Fund' s pension obligation from 29% to 32% of the overal

property tax receipts.

Option #5: Three and a Half Percent (3.5%) Increasein City Levy

1999 2000 2001 2002 2003
Totd Levy 1,934,593 1,973,285 2,032,484 2,134,108 2,208,802
Police Pension 73,200 77,600 87,300 152,883 169,045
Fire Pension 147,000 130,000 180,390 213,142 257,961
FICA/IMRF 189,000 205,000 220,000 247,500 275,000
Crossing 20,000 20,000 20,000 20,000 20,000
Guards
Gengrd 1,505,393 1,540,685 1,524,794 1,398,959 1,486,796
Operations
City-Wide 172,022,591 | 185,519,631 | 201,706,953 | 216,389,113 | 235,000,000
EAV
City Tax Rate 1.1246 1.0648 1.0076 .98627 .93992

Resulting Impact on Single-Family Homeowner. The*Property EAV” isderived
from the average price of dl homes sold in Sycamore during the particular year.

2000 2001 2002 2003
Property EAV 45,150 46,550 47,800 52,437 (+9.7%)
City Tax Rate 1.0648 1.0076 .98627 .93992
City Tax Bill 480.76 469.04 471.44 492.87
Overall Impact:
» Should result in a City tax rate decrease of 4.7%.

>

homeowner who makes no subgtantia home improvements.

>

Should result in an increase of $21.43 in actud City taxes paid by the average

Property taxes (minus the portion going directly to the Fire and Police Pension

funds) would represent 21.5% of al budgeted FY 2003-2004 General Fund
expenditures ($8,284,096). They presently represent 21.3%.

>

RECOMMENDATION:

Increase the monies available for generd operations by $87,837 (6.3%).

The City has aggressively reduced its portion of the property owner’s annud tax bill for
the past five years. Until the 2000 levy year when the levies of other locd taxing bodies
were legdly capped, the City’ s reduction in itstax rate in effect subsidized other taxing
bodies by offsetting the impact of levies that exceeded the inflation rate. Today, the
City’ s property tax rateis lower than at any time since the early 1970s. By way of
reference, in 1975 the City’s EAV was $38,902,799 and the City levy was $431,542,

which resulted in a City tax rate of $1.11 per $100 EAV. The City’slevy hasincreased
by $1,702,566 (3.95 times, from $431,542 to $2,134,108) since 1975 while operationa
spending hasincreased $7,432,696 (8.73 times, from $851,400 to $8,284,096). Asa
proportion of generd operating revenues, the property tax condituted 50.7% in FY 1976
and 21.3% in FY 2004. Clearly, the long-term higtoric trend, accelerated in recent years,

15



istoward less reliance on property taxes for essential services notwithstanding the
risng demand for services.

All five options presented above would result in areduction in the City’ s property tax

rate. The City Manager recommends Option 4, or the 3% levy increase. Thisoption
would reduce the City tax rate by an estimated 5% and continue the long-term trend of
lower City tax rates. It would aso maintain the relative proportion of property taxesto
other sources of Generd Fund revenues.

The City Council’s efforts to keep the City levy at or below therate of inflation in

recent years has been remarkable, congdering the legitimate claim for more contractud
and personnel resources to address Sycamore’ s outward growth. The Council’s efforts,
which have offset the rdaively higher percentage increases of other local taxing

bodies, have incrementally reduced the overdl tax burden of loca taxpayers and have
made Sycamore dightly more compstitive in atracting businessto the region.

However, with any of the options outlined above, the portion of our property tax
revenue available for operating purposes will be reduced below the level of four years
ago! In 1999 the operating levy was $1,505,393; the proposed 2003 operating levy is
$1,476,125. Thereisapoint at which the City cannot afford to further reduce one of its
three key operating revenue sources. That point iswhen the reduction is not likely to be
offset by ameasurable improvement in our competitiveness, or an offsetting increase in
other revenues, and may lead to areduction in City services. With over one-hdf of the
FY 04 fiscd year behind us, with state income tax proceeds reduced and home rule sales
tax revenues running over 10% below projections, offsetting revenues are not apparent.

The Annual SycamoreLibrary Levy
The City annudly levies property taxes for the Sycamore Library. The combined City
and Library levies are consdered the corporate levy.

Until the Sycamore Public Library has established a separate taxing authority through
referendum, the Council is obliged to “pass through” the Library’slevy request,
provided the annua Library tax does not exceed .60% of the community’s EAV
(estimated to be $1,410,000 in 2003). Whenever a community plans a cor porate levy
increase of more than 4.9%, the Truth in Taxation Act requires a public hearing. The
corporate levy in 2002 was $2,700,329. This year, the proposed Library levy of
$583,607 combined with the proposed City levy of $2,198,131(totaling $2,781,738)
will increase the corporate levy by about 3%, well under the 4.9% threshold.
Neverthdess, the strong and legitimate public concern about relatively high property
tax rates in Sycamore recommends a public hearing. Such a hearing will be scheduled
for the December 15 Council meting.

The FY 2003-2004 Library levy recommendation of $583,607 is $17,386 (3%) higher
than the FY 2002-2003 Library levy of $566,221 and should result in aLibrary rate of

.24834/$100 EAV, which is 1.3% lower than the Library rate of .26167/$100 EAV in
2002. The proposed 2003 Library levy represents 85% of the Library’s proposed
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FY 2003-2004 operating budget of $686,417. The Library’s 2002 levy of $566,221
represented 85.8% of the FY 03 budget of $651,101.

The Library levies of recent years are shown in the table that follows:

Recent 1998-1999 1999-2000 | 2000-2001 2001-2002 2002-2003 | 2003-2004
Library Levy
History
Operating & $387,980 $407,324 $428,930 $458,603 $526,501 $537,185
Insurance
FICA $19,254 $19,853 $22,438 $22,621 $23,438 $25,930
IMRF $28,000 $20,389 $20,294 $19,39%6 $15,627 $19,308
Audit $2,500 $2,091 $500 $250 $655 $1,184
Total Library $437,734 $449,657 $472,162 $500,870 $566,221 $583,607
Levy (+32.7%) (+2.7%) (+5%) (+6%) (+13%) (+3%)
Library Rate .2642 2614 2545 2483 26167 24834
(+25%) (-1.1%) (-2.64%) (-2.4%) (+5.38%) (-1.3%)
Theimpeact of the proposed Library levy on the average single-family homeowner is
shown below:
1999 2000 2001 2002 2003
Library Levy 449,657 472,162 $500,870 $566,221 $583,607
City-Wide EAV 172,022,591 185519,631 | 201,706,953 | 216,389,113 | 235,000,000
Library Tax Rate 2614 2545 .2483 .26167 24834
EAV of Average 43,800 45,150 46,550 47,800 52,437
Home Sold in
Sycamore
Library Tax Bill 114.49 11491 11558 125.08 130.22

City Council direction isrequested. Once the City portion of the levy is determined,
the corporate levy—the combined City and Library levies—can be determined. The
City Manager hopes to hold a public hearing on the corporate levy proposa on
December 15 dong with afirst and second reading on the levy ordinances.

14.

15.

APPOINTMENTS

ADJOURNMENT
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