CITY OF WASHINGTON, ILLINOIS

Washitfgfiqglﬁ Committee of the Whole Agenda Communication

Meeting Date:  November 11, 2019

Prepared By:  Joanie Baxter, Controllerq?b W
Ray Forsythe, City Adminlstrator

Agenda Item:  Tax Levy Options

Explanation: Discussion of the tax levy options for the 2019 levy payable in 2020 will take place
at the Committee of the Whole meeting. In addition, the following schedule will be

followed:

Review Proposed Tax Levy Options November 11, 2019
Resolution for Tentative Tax Levy November 18, 2019
First Reading of Tax Levy Ordinance December 2, 2019
Truth-In-Taxation Hearing, if required December 9, 2019
Second Reading and Adoption December 16, 2019
Deadline to File Tax Levy Ordinance December 24, 2019

Please see attached for additional information in regard to the tax levy options.

Fiscal Impact:  Necessary funding of the special levies including Police Pension, IMRF, Social
Security/Medicare, Audit, Liability, ESDA as well as the General Fund. These are
funds to be received in FY 2020-21.

Recommendation/Committee Discussion Summary: N/A
Action Requested: The Committee of the Whole is requested to reach a consensus as to the total tax
levy to recommend for City Council approval. As part of the tax levy discussion,

the Police Pension levy as recommended by the Police Pension Board will also be
determined.

Date Prepared: November 7, 2019



Proposed Tax Levy 2019 — Items to Note

e Property taxes typically account for approximately 5-6% of total budgeted revenues — See Chart
1. The largest share (over 70%) of the City’s property tax levy is committed to retirement and
pension benefit costs. Other levies include: liability insurance; audit services; civil defense and
general fund.

e The City receives, on average, approximately 5.5% of the total amount of property taxes paid by
Washington residents. The City’s relative share varies slightly by elementary school district.
Schools, including WCHS, grade schools and ICC receive an average of about 76% of the total
property taxes paid. Washington Township with a rate of $.45227 is only slightly lower than the
City’s rate of $.47292. — See Chart 2.

o The tentative total equalized assessed valuation (EAV) for 2019 as indicated by the Tazewell
County Supervisor of Assessments is $350,029,737. Staff is adjusting this figure for potential
Board of Review disputes and other exemptions to $348,500,000. This is a virtually unchanged
EAYV compared to the prior year rate setting EAV of $348,418,651 and is the third consecutive
year the EAV has been or is projected to be flat.

e The special levies require a total tax levy of $1,387,142 which is a $75,486 increase from the
prior year. This increase is due largely to a required change in the mortality table for the Police
Pension fund, resulting in a $78,690 increase in the required employer contribution (see
additional information at the end of this memo). Fortunately, other pension levies are sufficient
and do not require an increase.

Tax Levy Options

Staff has prepared several tax levy options for consideration by the City Council. Each option fully funds
the special levies as indicated above.

Historically, the City has levied a tax for fire and ambulance which fully funded the contractual costs
associated with these services. When Home Rule was adopted in 1998, the levy was changed to a
General levy, even though the funds continued to be earmarked for the fire and ambulance contract. Staff
recommends that we identify the levy as fire and ambulance once again and thus all four options show a
reduction in the General levy down to zero with the available levy depending on the option, allocated
between fire and ambulance in relation to the contractual costs.

Option 1: Establish Fire and Ambulance levy equal to prior year General Fund levy. This option
would result in an INCREASE of $75,486 with no change in the funds available for the fire and
ambulance contract due to the increase in the special levies and no change to the EAV. The tax rate
would be projected to be $.49447, an INCREASE from the prior year rate of $.47292. Under this option,
of the total contract cost of $735,636 for FY20-21 — $336,085 is funded by property tax and $399,551 is
funded through other General fund sources.

Option 2: Increase General Fund levy to pre-tornado level. This option would establish the fire and
ambulance levies up to a total of $360,000 which was the 2013 levy amount for the General Fund. The
result is a net INCREASE of $23,915 in funds for the contract and the overall levy would INCREASE by
$99,401 which also reflects the increase to the special levies. The tax rate would be projected to
INCREASE to $.50133, resulting in an overall INCREASE of 6.03%. Under this option, of the total
contract cost of $735,636 for FY20-21 — $360,000 is funded by property tax and $375,636 is funded
through other General fund sources. This option would result in an increase of more than 5% over
the prior year, in which case a hearing would be required as per State statute.



Option 3: Include 75% of the fire and ambulance contract costs in the levy. This option would
establish the fire and ambulance levies up to a total of $551,727 which is 75% of the $735,636 total fire
and ambulance contract costs for FY20-21. The result is a net INCREASE of $215,642 for the contract
and the overall levy would INCREASE by $291,128 which also reflects the increase to the special levies.
The tax rate would be projected to INCREASE to $.55635, resulting in an overall INCREASE of 17.67%.
Under this option, of the total contract costs of $735,636 for FY20-21 — $551,727 is funded by property
tax and $183,909 is funded through other General fund sources. This option would result in an
increase of more than 5% over the prior year, in which case a hearing would be required as per
State statute.

Option 4: Fully fund the fire and ambulance contract costs from the tax levy. This option would
establish the fire and ambulance levies up to the total cost of the FY20-21 contract of $735,636. The
result is a net INCREASE of $399,551 for the contract and the overall levy would INCREASE by
$475,037 which also reflects the increase to the special levies. The tax rate would be projected to
INCREASE to $.60912, resulting in an overall INCREASE of 28.83%. Under this option, of the total
contract costs of $735,636 for FY20-21 — the full amount is funded by property tax and none is funded
through other General fund sources. This option would result in an increase of more than 5% over
the prior year, in which case a hearing would be required as per State statute.

Historical Tax Rates
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Police Pension Fund Actuarial Studv Results

The preliminary results of the actuarial study were reviewed with the Police Pension Board on October
28" by Jason Franken of Foster & Foster. With no changes to assumptions, the increase in the City
contribution would be $37,769; however, there are two potential changes to assumptions that required
consideration. Jason indicated that the new mortality table that is available should be adopted because it
uses public sector, and specifically public safety data rather than the old table which used private sector
data. It would be difficult to justify continuing to use the old one. This assumption change results in an
increased City contribution of $83,769.

The interest rate assumption is at 6.75% and a decrease to 6.5% needs to be considered in the next few
years, however, this change plus the mortality table change would result in an overall increase of
$130,769 to the City contribution. The Board agreed that the new mortality table should be adopted but
because of the uncertainty of the impact of the potential investment consolidation for downstate pension
funds, they recommend waiting another year on making a change to the interest rate assumption. As
such, a total City contribution of $634,000 is required. This can be reduced by $20,000 in anticipated
personal property replacement tax for a recommended tax levy of $614,000 for the Police Pension Fund.



PRELIMINARY ESTIMATES

FOR REVIEW AND DISCUSSION PURPOSES ONLY

2019 PROPERTY TAX LEVY--TAXES PAYABLE IN 2020

CITY OF WASHINGTON, ILLINOIS

Increase/{Decrease)
from —
2002 RATE SETTING EAV $ 154,342,545 Actual
2003 RATE SETTING EAV 167,136,747 Actual 8.3%
2004 RATE SETTING EAV 176,947,970 Actual 5.9% City of Washington Corporate Tax Rate Comparison
2005 RATE SETTING EAV 201,006,532 Actual 13.6% 1996 - 2018
2006 RATE SETTING EAV 223,223,855 Actual 11.1%
2007 RATE SETTING EAV 250,528,233 Actual 12.2% General Fund Levy Elre & Roscue Contract
2008 RATE SETTING EAV 270,622,000 Actual 8.0% 1.20 - _ -
2009 RATE SETTING EAV 291,456,522 Actual 7.7% 330,000 548,550 |
2010 RATE SETTING EAV 296,446,874 Actual 1.7% 330,000 §67,810
2011 RATE SETTING EAV 302,711,642 Actual 24% 360,000 584,844 080
2012 RATE SETTING EAV 305,649,264 Actual 1.0% 360,000 602,382
2013 RATE SETTING EAV 312,276,092 Actual 2.2% 360,000 600,000 0.40
2014 RATE SETTING EAV 292,078,141 Actual -6.5% 252,000 600,000 l I i l I IJ_H]
2015 RATE SETTING EAV 331,654,600 Actual 13.5% 354,950 600,000 0.00 p -
2016 RATE SETTING EAV 343,361,222 Actual 3.5% 195,550 600,000 & 8 & 49 @‘ & L
2017 RATE SETTING EAV 348,171,597 Actual 1.4% 195,579 698,000
2018 RATE SETTING EAV 348,418,651 Actual 0.1% 336,085 716,540
Increase in Rate Setting EAV 2018
to 2019 due to NEW BUILDING
AND DEVELOPMENT $ 4,178,290 Estimated This estin amount due to g and is offset by the reductions due to Board of Review changes and Vetaran's exemptions
2019 PROJECTED Rate Setting EAV  $ 348,500,000 Tentati per T; Co. as d duetop BOR and Veteran's Exemptions (repnrted at 350,029,737)
(refiects 84 Veteran's - doesn'ti BORT
0.09% Ingrease in EAV - flat
OPTION NO. 1 OPTION NO. 2 OPTIONNO. 4|
Establish Fire/Amb levy/Gen levy unchanged Increase General Fund levy to pre-tornado Inctude 100% dm' mbulance contract
(Levy amount increase is equal to the (Levy amount increase is equal to the {Levy amount increase is equal to
increase in the special levies; increase in the special levies plus the the 1m:eake.m Wlal leviss yns the increase in special levies plus
$399,551 of fire and ambulance contract increase in the General Fund levy; the increase in General Fund levy; the increase in General Fund levy;
funded through other General sources) $375,636 of fire and ambulance conract 83 909 of m nnd ampulanoe:@gt(agg 30 of fire and ambulance contract
funded through other General sources) ough igh ather General sources) me
2018 2019 Proposed 2019 Proposed Proposed 2019 Proposed
LEVY Extension TaxLevy Change 18 to 19 Tax Levy Change 18 to 19 Tax Lovy Change 18 to 19 TaxLevy Change 18 t0 19
Retirement/Pension Levies
Police Pension 535,310 614,000 78,690 614,000 78,690 614,000 78,690 614,000 78,690
IMRF 345,004 345,000 {4) 345,000 4) 345,000 4 345,000 (4)
S§SliMedicare 295,006 295,000 (6) 295,000 (6) 295,000 (6) 295,000 (6)
Subtotal 1,175,320 1,254,000 78,680 1,254,000 78,680 1,254,000 78,680 1,254,000 78,680
Other
Tort Judgments/Liability 104,003 100,000 {4,003) 100,000 {4,003) 100,000 (4,003) 100,000 {4,003)
Audit 29,023 29,000 (23) 29,000 (23) 29,000 (23) 29,000 (23)
Civil Defense 3,310 4,142 832 4,142 832 4,142 832 4,142 832
Fire - 110,908 110,908 118,800 118,800 182,070 070 243,909 243,909
Ambulance - 225,177 225,177 241,200 241,200 369,657 491,727 491,727
General Corporate Fund 336,085 - {336,085) - _(336,085) - - 336,085
Subtotal 472,421 469,227 (3,194) 493,142 20,721 684,869 868,778 396,357
GRAND TOTAL LEVY $ 1,647,741 $ 1,723,227 § 75486 || $ 1,747,142 § 99,401 $ 1,938,868 [§7 $ 2,122,778 § 475,037
TAX RATE $0.47292 $0.49447 $0.50133 $0.55635 $0.60912
(Est.) (Est.) (Est.) {Est.)
TRUTH IN TAXATION HEARING REQUIRED NO YES YEST ) YES
Increase over prior year 4.58% 6.03% 17.67% 28.83%
ESTIMATED ADDITIONAL COST FOR CITY PORTION OF TAXES TO PROPERTY OWNER
PER EACH $1,000 IN TOTAL 2019 PROPERTY TAXES PAID ===> $ 2.27 $ 3.02 $ 9.83 $ 17.56
Estimated Increased Cost to Taxpayer with a:
2019 Total Tax Bill of $1,000 $ 2.27 $ 3.02 $ 9.83 $ 17.56
2019 Total Tax Bill of $2,000 $ 4.53 $ 6.05 $ 19.66 $ 35.12
2019 Total Tax Bill of $3,000 $ 6.80 $ 9.07 $ 29.49 $ 52.68
2019 Total Tax Bill of $4,000 $ 9.06 $ 12.10 $ 39.32 $ 70.24
2019 Total Tax Bill of $5,000 $ 11.33 $ 15.12 $ 49.15 $ 87.80
2019 Total Tax Bill of $7,500 $ 16.99 $ 22.68 $ 73.72 $ 131.70
2019 Total Tax Bill of $10,000 $ 22.65 $ 30.24 $ 98.30 $ 175.61



Chart 1

Budgeted Revenues by Major Revenue Source

FY19-20
TIF Funds
0.8% _ Telecommunications Tax
Motor Fuel Taxes 0.7% Sales Tax (Muni., HR, Use)

1.4% 2.2%

Property Taxes

Income Tax Distribution
5.7%

Water Revenues (Fees,
Charges, etc.)
6.3%

Sewer Revenues (Fees,
Charges, etc.)
9.0%

Bond/Grant/Insurance
Proceeds
21.7%

Fund Balances/Cash
Reserves
21.0%



Chart 2
PROPERTY TAX DISTRIBUTION
AMONG TAXING BODIES

2018 TAX RATES
Share/
$1,000
Tax Percent in Taxes
Taxing Body Rate of Total Paid
Tazewell Co. $ 0.52722 6.15% $ 61.54
CITY OF WASHINGTON 0.47292  5.52% 5520 <«mm—
WCHS Dist. 308 281620 32.87% 328.70
Washington Twp. 0.45227 5.28% 52.79
Grade School Dist. (Average) 3.20264 37.38% 373.81
Com. College 514 (ICC) 0.48642 5.68% 56.77
Washington Park Dist. 0.39101 4.56% 45.64
Washington Lib. Dist. 0.21890 2.55% 25.55

$ 8.56758 100.00% $ 1,000.00

Property Tax Distribution
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