FINANCE 101:

An Orientation to DeKalb County Finances and Procedures



Introduction

This “Finance 101” document is intended to further the orientation process for County Board members.
The goal is to provide the Board with easy-to-understand information about how the County’s financial
processes work, defining key terms, and identifying where the Board can go to find certain financial
information.

There are many topics covered in this document, here are some of the topics and questions it aims to
answer:

e What are the different funds that make up the County Budget?

e What is the General Fund?

e What are the main revenues that support operations in the General Fund?

e Where are the majority of the dollars spent on General Fund operations?

e How do | read the budget and what areas should | focus on?

e What is an independent annual audit?

e Where can | get the fully audited financial statements and the popular annual financial report?

e What’s the Accounts Payable or “Claims” process and how does that work?

e How do property tax levies work?

o What are all these different terms (levy, rate, equalized assed valuation)?

e Where do my property tax dollars go?

e How does sales tax work in Illinois?

o When does DeKalb County get sales tax and how much?

e What other revenues do the County get from the State of Illinois?

e What kind of controls does the County put on purchasing?

e What does Home Rule mean?

e What is a Tax Increment Financing (TIF) District and how does it work?

e How much debt does the County have and when does it get paid off?

e What is the County’s creditworthiness?

e What kind of pension liabilities do the County have?

e What potential financial risks does the County have in terms of liability and worker’s
compensation?

o Does the County have liability and worker’s compensation insurance?

In addition to the information presented in this document there are a few philosophical takeaways that
the Board and Staff have worked under the past couple of years in an effort to produce sound and
transparent fiscal results. These include ensuring a balanced budget, working within our means as the
County provides excellent service while working within available resources without asking the average
existing taxpayers to pay more in property taxes, meeting our obligations as FY23 budget continues to
meet obligations including internally smoothing IMRF and SLEP pension obligations while pursuing
external insurance options, investing in infrastructure as this year’s budget includes roughly $3M for the
maintenance and upgrades of roads, highways, and bridges while addressing deferred maintenance needs
in other County facilities, and reducing the debt burden as the County has pledged additional funds to
debt service in order to provide flexibility and reduce the debt burden for the third consecutive year.

This document will be posted to the County’s website as it should help Board Members, employees and
members of the public get a better understanding of the County’s financial processes.



COUNTY BUDGET

General Fund
The General Fund is the County’s main operating fund and supports general County services including:

Administration, Finance, Non-Departmental, Information Management, Assessments, County Clerk &
Recorder, Elections, Community Development, Regional Office of Education, Treasurer, Judiciary, Jury
Commission, Circuit Clerk, Coroner, ESDA, Local Emergency Plan Commission, Sheriff, Sheriff's Merit
Commission, Sheriff's Auxiliary and Radio Watch, Sheriffs Communications, Radio Communication
Systems Operations, Sheriff's Corrections, State’s Attorney, Public Defender, Court Services, Facilities
Management, Jail Expansion Maintenance, Buildings on Page Street, Community Outreach Building and
Public Health Maintenance.

Approximately 250 full-time equivalent positions and 50 Board Members and Commissioners are
supported by the General Fund.

The General Fund includes $34,562,980 in expenditures that are offset by expected revenues of
$34,565,381. Primary revenue sources include:
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General Fund Expenditures are broken down as follows:
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Special Revenue Funds

The County Budget includes several Special Revenue Funds that are used to support specific purposes.

These funds include:

Retirement Fund, PBC Lease, Micrographics, Tax Sale Automation, History Room, Data Fiber Optics,
Transportation Grant, Child Support, Law Library, Court Automation, Drug Prosecution, Document
Storage, Court Security, Circuit Clerk Operations & Admin, Circuit Clerk E-Citation, Drug Court, Sober
Living Home, Mental Health Court, Probation Services, HOPE Probation, COAP Probation, Law
Enforcement Projects, Children’s Waiting Room, CASA, Highway, Engineer, Aid to Bridges, Motor Fuel Tax,
Federal Highway Match, DSATS, Public Health, Mental Health, Revolving Loan, Community Action, Senior

Services, Veteran’s Assistance and American Rescue Plan Act Fund.

Administration 565,020
Finance 682,795
Non-Departmental 2,468,100
Information Management 1,284,420
Assessments Office 450,900
County Clerk & Recorder 483,625
Elections 670,200
Community Development 490,690
Reg'l Office of Education 115,175
Treasurer 360,800
Judiciary 715,175
Jury Commission 151,170
Circuit Clerk 1,259,165
Coroner 293,900
ESDA 162,050
Local Emergency Plan Com 13,850
Sheriff 7,108,200
Sheriff's Merit Commission 25,900
Sheriff's Aux/Radio Watch 7,200
Sheriff's Communication 3,032,750
Radio Comm System Operations 59,500
Sheriff's Corrections 6,769,450
State's Attorney 1,958,500
Public Defender 1,282,250
Court Services 1,766,350
Facilities Management 1,693,250
FMO-Jail Expansion 314,600
Buildings on Page 19,060
Community Outreach Bldg 166,385
Public Health Maintenance 192,550




Debt Service Funds

The County has three active Debt Service Funds; the 2017 Alternate Revenue Bonds, the 2020 Refunding
Bond and 2020 Nursing Home Expansion Bonds. The Fiscal Year 2023 (FY23) Budget reflects Build
America Bonds and Recovery Zone Bonds which both have been retired.

Capital Funds

Capital Funds accounts for financial resources that are mainly related to capital-related projects, such as
building repairs. The budget includes the following Capital Funds:

Special Projects Fund, GIS Development Funds, Highway Repair and Replacement, the County Farm Fund,
the Opportunity Fund, Asset Replacement, Solid Waste Fund, Landfill Host Benefit Fund, the Jail
Expansion Fund, the Radio Communications Fund and the Courthouse Expansion Fund.

Proprietary Fund

The County’s Rehab and Nursing Center is the County’s only Proprietary Fund. A Proprietary Fund is self-
supported, meaning the revenues brought into the fund by fees and charges offset operating and capital
expenses.

Internal Service Funds

The County Budget includes certain funds that support all of the budget departments. These include the
Medical & Life Insurance Fund and the Tort & Liability Fund.

Public Building Commission Funds

The DeKalb County Public Building Commission (PBC) is a quasi-governmental unit created by the DeKalb
County Board in May, 1978 under the authority of Chapter 50 ILCS20/1. It is comprised of a five-member
board responsible for the construction, refurbishing and/or maintenance of County buildings for which
lease agreements are executed with the County.

The Public Building Commission has overseen all major County building projects since its creation. The
Commission was responsible for the construction of the County Jail in Sycamore, Illinois, the remodeling
of the old “lace curtain” jail into the current Administration Building, the complete renovation and
restoration of the historic DeKalb County Courthouse, the construction of Health Facility Campus at Annie
Glidden and Dresser Roads in DeKalb, Illinois, the DeKalb County Highway Garage and Office Building on
Barber Greene Road in DeKalb and the Legislative Center.

In addition to the construction refurbishing and maintenance of all DeKalb County buildings, the Public
Building Commission provides and maintains the records storage areas for all County Departments as
required by the Illinois Compiled Statutes. The PBC has constructed and maintains secure, climate-
controlled storage areas to house all the historical records for the County dating back to 1835. Three of
these facilities are on site for the Courthouse, the Legislative Center and the Public Safety Building and
two are off-site with locations at the Health Facility and Highway Department.



READING THE BUDGET
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Reserve Transfer to Court Security (156,317) 0 0 0
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The General Fund budget includes a summary of revenues and expenditures by department (as shown
above). The line-item detail is within the respective department pages. A few other funds such as
Proprietary Rehab and Nursing Center and Treatment Courts have detailed departments or sub-funds
that feed into summary pages.

Each fund shows the most recent audited “fund balance”, followed by the current year’s budgeted fund
balance, year-to-date estimated fund balance and the fund balance projected in the budget for the year
the budget covers.

Link to Budget


https://dekalbcounty.org/wp-content/uploads/2022/11/ord-2022-24.pdf

ANNUAL FINANCIAL REPORTS (ACFR & PAFR)

Annual Comprehensive Financial Report (ACFR)

DeKalb County and all other counties in the State of ILlinois are required
to have an annual financial statement audit by an independent auditing
firm. The goal of the annual financial statement audit is to assure users
of the County’s financial statements that the statements are “fairly
presented”, using a set of criteria known as “generally accepted
accounting principles” (GAAP). The financial statements represent the
County’s financial position, resulting from the fiscal year operations and
cash flows.

The objective of the auditor is to obtain “reasonable”, not absolute,
assurance that the financial statements are fairly presented. Auditors
do not attempt to examine every transaction affecting the County’s
financial statements, but instead work on a “test basis” to gain
reasonable assurance that the financial statements are free from any

“material misstatements”.

Auditors use a variety of methods to obtain the evidence they need to determine whether the County’s
financial statements are fairly presented. Auditors inspect relevant documentation, observe employee
performance, inquire concerning policies, procedures, and transactions, confirm balances and transactions
with outside parties and perform analytical procedures to determine reasonableness.

An unqualified or “clean” opinion is one which the auditor can state, without reservation, that the financial
statements are fairly presented in conformity with GAAP.

A separate audit report is prepared for DeKalb County, the DeKalb County Forest Preserve District, the
DeKalb County Public Building Commission, and the DeKalb County Emergency Telephone System Board
(ETSB). A financial and compliance audit is also prepared on the Circuit Clerk’s fiduciary funds.

Popular Annual Financial Report (PAFR)

DeKalb County Government A Popular Annual Financial Report (PAFR) is a document
Popular Annual Financial Report intended to present a governmental entity's financial

Fiscal Year 2021 position, accomplishments and activities for a given year
- in an easy-to-read format for those without a traditional
financial background. The County’s first Popular Annual
Finance Report (PAFR) was created by County Staff for
FY2021. The PAFR is posted on the County’s website
which can be accessed by clicking on the button below:

Link to PAFR



https://dekalbcounty.org/wp-content/uploads/2022/06/fn-audit-county-fy2021.pdf
https://dekalbcounty.org/wp-content/uploads/2022/08/fn-pafr-fy2021.pdf

Single Audit

Under the Single Audit Act, all governments receiving federal financial assistance in excess of $750,000
must procure a Single Audit. In 2021, DeKalb County received just under $9.5 million dollars of federal
assistance. The County is estimating over $10.5 million dollars in federal assistance in FY2022.

Net position
The difference between assets and liabilities, of which may or may not be available for future spending.

Fund Balance/Reserves

Fund Balance is the total accumulation of operating surpluses and deficits. These funds are reserves,
which act like the savings account for a fund and can be “restricted” or “unrestricted”. The County’s Fund
Balance Policy calls for a minimum of 25% of the next year’s expenditures in reserve.

Restricted Fund Balance

Restricted fund balance is the portion of total fund balance that is either non-spendable or restricted for
a particular use.

Unrestricted Fund Balance

Unrestricted fund balance is the portion of the fund balance that is unassigned and has the flexibility for
legal appropriation and expenditure.

Accrual basis

Accrual basis is a method of recording accounting transactions for revenue when earned and expenses
when incurred. The accrual basis requires the use of allowances for sales returns, bad debts, and inventory
obsolescence, which are in advance of such items actually occurring.

Cash Basis

Cash basis accounting is an accounting method that recognizes income and expenses only when cash is
received. This method is simpler than the accrual basis accounting method, which records income and
expenses when they are earned or incurred, regardless of when money is actually exchanged.

Budgetary Basis

This is an accounting reporting method that uses the cash plus constraint or a modified accrual basis
method to maintain accounting records and prepare budgets. In the cash basis, revenues are accounted
for at the time when received while expenditures are accounted for when paid.


http://www.differencebetween.net/business/accounting-business/difference-between-cash-and-accrual-accounting/
http://www.differencebetween.net/business/finance-business-2/difference-between-accounts-payable-and-accounts-receivable/
http://www.differencebetween.net/business/finance-business-2/difference-between-accounts-payable-and-accounts-receivable/

CLAIMS

As noted above, the County’s budget includes many different funds and many different departments
within some of the respective funds. Department Heads are responsible for coding expenditures and then
the department enters the expense into the “Claims” or accounts payable system. Notable when
determining where the expenditure will be coded is the four-digit number assigned to the Fund, the
Department and the Line Item. Below is the expenditure page for Non-Departmental Services to provide
an example of how a “claim” is assigned an expenditure code.

Non-DepartmentEl (1290-1111) J S—
Expenditures

Acct: Description FY21 Actual FY22 Budget FY22 Est. FY23 Budget
6301 Salary Contingency 0 247,500 40,000 326,550
7150 Americans Disability Compliance 0 0 0 0
8007 Meetings - Host Expenses 0 1,000 1,000 1,500
8011 Memberships 360 1,750 1,750 1,750
8013 Public Notices 0 1,500 3,500 3,500
8022 Maintenance - Equipment ] 1,000 1,000 1,000
8024 Maintenance - Buildings 415 1,000 1,000 1,500
8051 Professional Services 115,528 135,000 135,000 140,000 ]

[ 8064 S 4825 4000 4000 5000
8064 Cemetery Maintenance 020 1,000 1,000 1,000
8069 Legislative Program 0 0 0 0
8071 Data Processing / Tax Software 56,669 57,000 57,000 60,000
8072 Software Acquistion 0 0 0 12,000
8111 Judgment & Claims 0 0 0 0
8205 Special Programs 0 0 0 0
8211 Property Tax Payment 1,584 3,000 3,000 3,000
8215 DeKalb County History Center 18,000 18,000 18,000 18,000
8217 Convention & Visitors Bureau 15,000 15,000 15,000 15,000
8221 DeKalb County Extension Unit 32,000 32,000 32,000 32,000
8222 Economic Development 45,000 45,000 45,000 45,000
8224 Soil Conservation Match 31,000 31,000 31,000 31,000
8311 Specialized Care & Treatment 0 125,000 0 25,000
8325 Disaster Assistance 36,208 0 0 0
9001 Supplies 0 500 500 1,000
9891 Contingency 11 100,000 100,000 140,000
9892 ARPA Lost Revenue Distributions 2,973,894 6,517,207 6,517,207 0
9910 Contr To: Tort & Liability 600,140 635,000 635,000 1,250,000
9913 Contr To: PBC Lease Fund (Differential) 1,670 0 ] 0
9921 Contr To: Highway (Differential) 48,890 0 ] 0
9931 Contr To: Health (FICA/IMRF) 342,000 328,700 328,700 298,200
9931 Contr To: Health (Differential) 5,620 0 1] 0
9932 Contr Te: Com Mental Health (Differential) 39,185 0 0 0
9938 Contr To: Senior Services (Differential) 6,060 0 0 0
9962 Contr To: Asset Repl (Computers) 9,000 12,000 12,000 14,000
9962 Contr To: Asset Repl (Animal Control) 11,000 12,000 12,000 13,000
9966 Contr To: Veterans Assistance (Differentia 7,300 0 0 13,100
9969 Contr To: CASA Fund 16,000 20,500 20,500 15,000

Total Expenditures 4,417,684  8,345657 8,015,157 2,468,100

Example: The County receives an invoice for outside legal services. This is coded from the General Fund
(1111), Non-Departmental Services Department (1290), Professional Services line item (8051).

Once the claim is entered into the system it moves to a centralized Accounts Payable process in the
Finance Office where it is prepared for processing. Reports that summarize all of that month’s claims are
prepared for the County Board action. Checks are distributed once the County Board approves the claims.



PROPERTY TAXES

Assessed Value

The value placed on property for tax purposes and the basis for distribution of the tax burden.

Equalized Assessed Value (EAV)

The assessed value multiplied by the equalization factor. This gives the property value from which the
tax rate is calculated after deducting all qualified homestead exemptions.

Equalization multiplier

The application of a uniform percent increase or decrease to assessed values of various areas or classes
of property to bring assessment levels to a uniform level (33.33%) of market value. The multiplier is
calculated and applied by the Supervisor of Assessments (CCAO).

Exemption

The removal of property from the tax base. An exemption may only be a portion of the equalized assessed
value, such as a homestead exemption, or for the complete amount of the equalized assessed value, such
as a church building used exclusively for religious purposes.

Levy

The amount of taxes being requested by the taxing body. This is divided by the Equalized Assessed
Valuation to determine the tax rate.

Tax Rate

The amount of tax due, stated in terms of a percentage of the tax base. (Example: $6.81 per $100 of
equalized assessed valuation (equal to 6.81%). You can obtain this percentage by dividing the levy for a
fund by the equalized assessed value for the taxing district.

Taxing District

Amount of taxes collected for each district. Any unit of local government, school district or community
college district with the power to levy property taxes.

Tax Caps (PTELL)

The Property Tax Extension Limitation Law (PTELL) is designed to limit the increases in property tax
extension (total taxes billed) for non-home rule taxing districts. Although the law is commonly referred
to as "tax caps,” use of this phrase can be misleading. The PTELL does not "cap” either individual property
tax bills or individual property assessments. Instead, the PTELL allows a taxing district to receive a limited
inflationary increase in tax extensions on existing property plus an additional amount for new
construction, newly annexed areas, and recovered TIF valuations. Essentially, PTELL restricts extension
for the year to the lesser of 5% or the percentage increase in the Consumer Price Index (CPI) during the
calendar year preceding the levy.



Prior Year Property Taxes

In 2021-22 the County’s EAV was $2,435,121,737.
The County’s tax rate was 1.031417. When

2021-22 EAV multiplying the EAV times the rate it results in a
$2,435,121,737 total levy of $25,116,205.

Levy
$25,116,205 The levy is the total amount that the County is

requesting from property tax receipts.
Rate
1.031417

2022-23 Property Taxes

Represents Existing EAV of
$2,435,121,737 from prior year.
Total levy increases by $647,210.
The entire increase is covered by
new construction.

2022-2023 Total EAV

2,653,858,975
AR, by multiplier of 5.84% for average
property in 2022-2023. Rate drops

Shows the increase in existing EAV

Levy

5 .
$25 763 416 by 5.86%, resulting in a small drop

in County tax burden on average

Estimated Rate taxpayer.

0.97079 Shows New Construction and
Q reclassified land. These are new
taxpayers in 2022-2023. This
amounts to $79,986,848. Multiplied

time rate of 0.97079 equals
$776,504.



Where do my property tax dollars go?

School Districts — 62.12%
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Drainage Districts — 0.09%

But wait, aren’t tax bills paid to the County?

The County Treasurer’s Office, on behalf of all DeKalb County taxing bodies, prepares bills and receipts
for the collection of real estate taxes, drainage taxes, and mobile home taxes within the county.

More than $218 million in property taxes will be collected, invested and distributed this year. Taxes
collected are invested while they are in the Treasurer’s custody, prior to distribution. Interest earned on
investments is distributed to the County’s taxing districts proportional to the amount of tax collected for
them. Property tax funds are distributed to more than 186 taxing districts in the county.

How does the County’s tax levy effect a $200,000 house?

The chart below shows the estimated change in the County tax bill for a $200,000 home in 2021 (payable
in 2022) and the same home in 2022 (payable in 2023) which is now valued at an estimated $211,680
based on the average increase in EAV (5.84%):

2021-22  2022-23 |
MARKET VALUE $200,000 | $211,680
PROPERTY EAV $66,667 | $70,560
COUNTY TAX RATE | 1.03142 | 0.97079
COUNTY TAX BILL $687.61 | $684.99
DIFFERENCE -$2.62

Does an increase or decrease in my assessment change my property tax bill?

Not necessarily. In some instances, such as a major building improvement, it might lead to a higher
taxable value and potentially an increase in property taxes.

The common misconception is that the Equalization Factor is directly responsible for raising or lowering
taxes. While the equalization factor and the corresponding adjustment to the assessed value impacts the
property tax rate, it is the levy that will determine if property taxes increase or decrease.



Let’s look at how this works:

Assumptions: A home is worth $200,000 and the property owner paid $750 to a taxing district. The $750
represents the taxpayer’s portion of the total levy. The first two scenarios look at what happens when
equalization factors increase. The second two scenarios look at when the equalization factors decrease.
The relationship between the levy and the rate is what generates the impact on the property tax payer.

Scenario 1A:
Equalization Factor increases by four percent
and the tax levy stays the same.

2021-22  2022-23

Scenario 1B:
Equalization Factor increases by four percent
and the rate stays the same.

2021-22  2022-23

Market Value $200,000 | $208,000
Property EAV $66,667 | $69,333
Levy Request $750.00 | $750.00
Property Tax Rate 1.12499 | 1.08173

Market Value $200,000 | $208,000
Property EAV $66,667 | $69,333
Levy Request $750.00 | $779.99
Property Tax Rate | 1.12499 | 1.12499

e Property Value increases.

e Levy (Amount Paid in property
taxes) stays the same.

e The property tax rate goes down.

If the amount the taxing body is requesting in
the levy stays the same then the rate goes down
by the same percentage property values
increased with the equalization factor.

Scenario 2A:
Equalization Factor decreases by four percent
and the levy stays the same.

2021-22  2022-23

e Property Value increases.

e The property tax rate stays the same.

e Levy (Amount Paid in property taxes)
increases.

If the taxing body holds the rate the same and
property values increase, it will result in a higher
tax bill for property owners, meaning the taxing
body is increasing the levy.

Scenario 2B:
Equalization Factor decreases by four percent
and the rate stays the same.

2021-22  2022-23

Market Value $200,000 | $192,000
Property EAV $66,667 | $64,000
Levy Request $750.00 | $750.00
Property Tax Rate | 1.12499 1.17188

Market Value $200,000 | $192,000
Property EAV $66,667 | $64,000
Levy Request $750.00 | $719.99
Property Tax Rate | 1.12499 1.12499

e Property Value decreases.

e Levy (Amount Paid in property
taxes) stays the same.

e The property tax rate increases.

If the amount the taxing body is requesting in
the levy stays the same then the rate goes up by
the same percentage property values decreased
with the equalization factor. There is no change
in the property tax bill.

e Property Value decreases.

e The property tax rate stays the same.

e Levy (Amount Paid in property taxes)
decreases.

If the taxing body holds the rate the same and
property values decrease, it will result in a lower
tax bill for property owners.  This means the
taxing body is asking for a lower levy or new
construction is absorbing some of the burden.



How does new construction help diversify the tax base?

With major construction projects happening over the past few years in DeKalb County, the tax base has
been diversified, meaning that the growing valuation of industrial property helps reduce the burden on
residential tax payers. What does a $20,000,000 project mean for taxing bodies? Below is an example
of a property valued at $20,000,000 in DeKalb Township (based on 2021-22 rates):

CC 523 KISHWAUKEE 0.64319 | $42,879.33
CITY OF DEKALB 0.98612 | $65,741.33
COUNTY 1.03149 | $68,766.00
DE KALB LIBRARY 0.38546 | $25,697.33
DEKALB PARK 0.69631 | $46,420.67
DEKALB ROAD & BRIDGE 0.17298 | $11,532.00
DEKALB TOWNSHIP 0.14864 $9,909.33

FOREST PRESERVE 0.07355 $4,903.33

KISH. WATER RECLAM. DIST. 0.11998 $7,998.67

SCHOOL DISTRICT 428 6.80841 | $453,894.00

11.06613  $737,742.00

This results in over $737,000 of new tax dollars each year.

TAX COMPUTATION REPORT

Taxing District 001 - COUNTY

Property Type Total EAV Rate Setting EAV
Farm 338,377,244 338,107,262
Residential 1,495,024,803 1,488,997,109
Commercial 447,255,769 441,426,472
Industrial 138,478,014 125,504,390
Mineral 16,530,232 16,530,232
State Railroad 24,545,317 24,545,317
Local Railroad 10,955 10,955

County Total
Total + Overlap

2,460,222,334
2,460,222,334

2,435,121,737
2,435,121,737

Conpge AT e e

The tax computation report is published on the County’s website and outlines the equalized assessed
valuation (EAV) by property type.

e In2021-22 Industrial Property made up 5.15% of the County’s tax base. That number is expected
to increase to approximately 6.96% for 2022-23 and should continue to climb as large industrial
development continues along 1-88 in the City of DeKalb and several large solar projects have
been approved throughout the County.

o Commercial EAV is expected to stay relatively flat as a percentage of taxpayer mix.

Tax Computation Report


https://dekalbcounty.org/wp-content/uploads/2022/05/tr-tax-comp-rpt21-22.pdf

SALES TAXES

How does the State determine which unit of government gets sales tax dollars?

In Illinois, Sales tax dollars are sent to the State by retailers and then distributed based on where
something is purchased. The base sales tax rate for general merchandise in Illinois is:

STATE OF ILLINOIS 5.00%
LOCAL MUNICIPALITY 1.00%
LOCAL COUNTY 0.25%

TOTAL BASE RATE 6.25%

This applies to the following categories under Illinois law:

"Items required to be titled or registered” include motor vehicles, ATVs, watercraft, aircraft, trailers, and
mobile homes.

"General merchandise” includes sales of most tangible personal property including sales of

e soft drinks and candy;

e prepared food such as food purchased at a restaurant;

e photo processing (getting pictures developed);

e prewritten and "canned” computer software;

e prepaid telephone calling cards and other prepaid telephone calling arrangements;

e repair parts and other items transferred or sold in conjunction with providing a service under
certain circumstances based on the actual selling price; and

e grooming and hygiene products.

These items are taxed based on where the item is purchased. Therefore, general merchandise sales and
automobile sales that occur in DeKalb County mean the County receives .25% sales tax. This amounts to
a total of $3,175,000 per year in revenue for DeKalb County.

"Qualifying food, drugs, and medical appliances” are taxed different than general merchandise and titled
items. These are taxed at 1% and the entire portion goes to the local jurisdiction (which is typically the
City, Town or Village where the items are purchased). This amounts to approximately $750,000 in
revenue per year for DeKalb County.

LOCAL JURISDICTION 1.00%
These sales include:

¢ food that has not been prepared for immediate consumption, such as most food sold at grocery
stores, excluding hot foods, alcoholic beverages, candy, and soft drinks;



e prescription medicines and nonprescription items claimed to have medicinal value, such as
aspirin, cough medicine, and medicated hand lotion, excluding grooming and hygiene products;
and

e prescription and nonprescription medical appliances that directly replace a malfunctioning part
of the human body, such as corrective eyewear, contact lenses, prostheses, insulin syringes, and
dentures.

STATE SHARED REVENUE

Income Tax

The Illinois Income Tax is imposed on every taxpayer earning or receiving income in Illinois. The tax is
calculated by multiplying net income by a flat rate. The Illinois Income Tax is based, to a large extent, on
the federal income tax code. Income Tax is collected by the State and then a portion is shared with
municipalities and counties on a per capita basis, meaning a specific amount for each person. DeKalb
County’s share of Income Tax is estimated to be $2,425,000 in FY23.

Replacement Tax

Also known as Personal Property Replacement Tax (PPRT), is a tax on the net income of corporations,
subchapter S corporations, partnerships, and trusts. This tax replaces money lost by local governments
when their power to impose personal property taxes was taken away. Replacement tax is collected by
the State of Illinois and paid to local governments. The County’s share of PPRT is approximately
$1,335,000 in FY23.

Local Use Tax

In 1955, the General Assembly passed the Use Tax Act. Use Tax is a sales tax that the purchaser
pays on items that are bought for use in Illinois. The most common purchases on which the seller
does not collect Illinois Use Tax are those made via the internet, from a mail order catalog, or
made when traveling outside Illinois. These receipts have grown for DeKalb County in recent years
with more on-line purchases, especially during the pandemic. Currently, use tax amounts to
$565,000 per year in revenue for the County.

Motor Fuel Tax

The Motor Fuel Tax (MFT) is imposed on the privilege of operating motor vehicles on public
highways and recreational watercraft on waterways in Illinois. It is currently $0.423 per gallon of
gasoline. Motor Fuel Tax is shared with local governments on a per capita basis. The County
receives roughly $1 million per year in Motor Fuel Tax revenues that are deposited into the MFT
Fund of the Highway Department to be used for the road maintenance and construction.



PURCHASING/PROCUREMENT

In April 2022, the County Board approved a Procurement Policy that aligned with the State of Illinois
Counties Code for any purchase by a county with fewer than 2,000,000 inhabitants of services, materials,
equipment or supplies in excess of $30,000, other than professional services. The portion of the
purchasing that would come before the County Board is outlined below:

Purchases $30,000 or Over:

County Board Level procurement.
Invitation for Bids is issued with the general specifications required, non-negotiable contractual
terms, and conditions applicable to the procurement.
Public Notice is given a minimum of fourteen calendar days prior to the submittal date and the
opening of the bids via the County Website and by advertising in a newspaper published within
the County.
Companies submit their Bids to the Department soliciting the goods or services.
Bids are opened publicly at the time and location designated in the Invitation for Bids, with one
or more witnesses present.

o The amount of each bid, the name of each bidder, and other information deemed relevant

is recorded.

The Bid is evaluated based on the criteria set forth in the Invitation for Bids.
The Committee or the County Board reserve the right to accept or reject any or all bids/proposals.
The Bid is accepted as is, with no alterations occurring after the opening.
The Department Head will prepare a memorandum to the parent committee outlining the
selected vendor, price, and justification for selection.
The parent committee will forward a recommendation to the County Board for approval of the
lowest responsible and responsive bidder whose bid meets the requirements and criteria.
After the Bid is awarded, notices of awards and notices to proceed are given.

Example: The County is seeking a contractor to patch county roads in the amount not to exceed $50,000.

1.

W

The Highway Department writes the Invitation for Bids, which contains all of the specifications
for the project and issues it.

The County publishes the Public Notice in the newspaper and on the county website.
Companies have a minimum of 14 days to submit their bids.

The County receives the bids and opens them publicly with witnesses present, reading the
relevant information into the record.

The County evaluates the submissions, forms a bid tabulation, and recommends the lowest
responsible bidder to the Highway Committee.

The Highway Committee recommends to the County Board that the contract be awarded to the
lowest responsible bidder.

The County Board awards the Contract to the lowest responsible bidder

The Board Chairman executes the contract.

The Highway Department notifies the lowest responsible bidder that they have been awarded
the contract and gives them Notice to Proceed.



Cooperative/Joint Purchasing

e Purchasing agreements for the procurement of goods, services, or construction with one or more
governmental procurement units.

e Commonly done through open-ended state procurement contracts, which have already been bid
by another government unit where required.

e These arrangements allow governmental bodies to procure goods and services at a lower unit
cost than they would otherwise get independently.

e Considered a County Board Level Procurement if the total cost of the good or service is $30,000
or more.

e Onceenrolled in the State of Illinois joint purchasing program, participating governmental bodies
receive regular mailings regarding vendors, products, prices, quality, quantities, etc.

Example: The County is looking to purchase new squad cars for the Sheriff's Office through the State’s
Joint Purchasing program.

1. The County receives information from the state regarding new Ford Interceptor vehicles at a
specified price.

2. The Sheriff’'s Office submits a request to the Law and Justice Committee to purchase three units
through the State Joint Purchasing program. The Law and Justice Committee then forwards a
recommendation to the full County Board.

3. The County Board approves the purchase of the three units.

4. The Finance Department issues a purchase order to the vendor along with the State contract
number.

DILLON’S RULE

Dillon’s Rule is the principal that local government only exercises (1) powers expressly granted by the
state, (2) powers necessarily and fairly implied from the grant of power, and (3) powers crucial to the
existence of local government. Dillon’s Rule is named after lowa Supreme Court Justice John F. Dillon and
is based on a municipal philosophy he expressed in an 1868 case. In the court opinion, Justice Dillon
emphasized that local governments are considered an extension of the state and power is distributed to
those local governments according to the state constitution. This philosophy was later reiterated by the
United States Supreme Court in 1907 and became the guiding principles of local governments across the
country.

HOME RULE

A municipality or county with home rule status can exercise any power and perform any function unless
it is specifically prohibited from doing so by state law. In contrast, a non-home rule municipality may only
exercise powers for which express authority is provided by state law.

Home Rule municipalities and counties are not subject to property tax caps. Therefore, these taxing
bodies can exceed the PTELL limitations. Cook County is the only home rule county in the State of ILlinois.
Over 200 municipalities including the City of DeKalb and the City of Sycamore are home rule. This can
be established in Illinois by exceeding 25,000 in population or via referendum.



TAX INCREMENT FINANCING (TIF)

Illinois law allows units of local governments to designate areas within their jurisdiction as Tax Increment
Financing (TIF) districts. Certain criteria for TIF eligible districts is outlined in Illinois law. These are
typically blighted or economically underperforming areas that are in need of redevelopment. These
districts dedicate additional property tax revenues generated within the TIF for improvements within the
district to encourage new economic development and job creation. Funds may be used for costs
associated with the development or redevelopment of property within the TIF, allowing blighted,
declining and underperforming areas to again become viable, and allowing these areas to compete with
vacant land at the edge of urban areas.

Projects in TIF districts typically include:

¢ Redevelopment of substandard, obsolete, or vacant buildings.

e Financing public infrastructure improvements, including streets, sewer, water, in declining areas.
e Cleaning up polluted areas.

e Improving the viability of downtown business districts; rehabilitating historic properties.

e Providing infrastructure needed to develop a site for new industrial or commercial use.

The City of DeKalb’s TIF #3, the Downtown TIF map is shown below to help illustrate how TIFs work:

The area shaded in orange is the designated TIF district. The property taxes generated in the district are
frozen to all of the respective taxing bodies for the life of the TIF, which is typically 23 years. As the
valuation within the TIF area grows, the taxing bodies continue to receive the fixed amount and any
additionally generated property tax dollars, called “increment”, go into a TIF fund. The increment is used
to meet the goals of the TIF including economic growth and sustainability. As the investment is made
within the TIF district, property values continue to climb and the TIF increment grows and accelerates
the redevelopment.



When the TIF is closed and redevelopment goals have been met, both the fixed amount of property taxes
and the increment are distributed conventionally with all taxing bodies receiving the normal
proportionate share.

TIF Districts are significant redevelopment tools when used appropriately. TIF #3 in DeKalb has spurred
downtown redevelopment by creating an Architectural Improvement Program (AIP) to encourage owners
of commercial property to maintain the appearance of their downtown properties. Approved projects are
considered on a case-by-case basis and may be provided up to $25,000 in matching funding.

Recent major projects that received TIF assistance include:

e Downtown IL Rt 38 Reconfiguration project that was completed in 2022.

e Agora Tower—This project redeveloped a former car dealership property into a four-story
building with 94 residential units and 12,000 square feet of commercial space.

e Johann DeKalb Suites—This one-block area in TIF #3 (formerly City Hall) had been off the tax
rolls since the late 1960s. This property will be redeveloped with three residential buildings
totaling 57 residential units.

DEBT

When the County decides to raise funds for certain projects or capital needs, it is typically through internal
borrowing or externally by selling general obligation bonds.

Internal Borrowing

The County has utilized borrowing between funds to complete certain projects or to maintain essential
services. The process to borrow internally is much simpler as it does not involve outside rating agencies
and the interest rate for repayment between funds is determined by the County Board. Internal borrowing
has been used to support the operations of the DeKalb County Rehab and Nursing Center and was used
for the Sheriff’s Digital Radio System.

General Obligation Bonds

A general obligation (GO) bond is a type of government bond in which the bond repayments (interest and
principal) are guaranteed by the total revenue generated by the relevant government entity or agency.
These bonds are backed by the County’s taxing authority. The County has three current outstanding
bonds:

e Jail Expansion Project 2017($33,905,000)—Outstanding Balance 12/31/22: $32,685,000
e Refunding Bonds 2020 ($8,685,000)—Outstanding Balance 12/31/22: $7,175,000

e DCRNC Expansion 2020 ($13,000,000)—Outstanding Balance 12/31/22: $12,625,000



Bond Rating

Just as individuals have their own credit report and rating issued by credit bureaus, bond issuers generally
are evaluated by their own set of ratings agencies to assess their creditworthiness. There are 3 main ratings
agencies that evaluate the creditworthiness of bonds: Moody's, Standard & Poor's, and Fitch. The rating
agency opinions of that creditworthiness—in other words, the issuer's financial ability to make interest
payments and repay the loan in full at maturity—is what determines the bond's rating and also affects the
yield the issuer must pay to entice investors. Lower-rated bonds generally offer higher yields to compensate
investors for the additional risk. The County’s Bond Rating is a Moody’s Aal.

Investment grade Moody's Standard & Poor's Fitch
Strongest Aaa AAA AAA
Aal AA+ AA+
Aa2 AA AA
Aa3 AA- AA-
Al A+ A+
A2 A A
A3 A- A-
Baal BBB+ BBB+
Baa2 BBB BBB
Baa3 BBB- BBB-
Non-investment-grade Moeody's Standard & Poor's Fitch
Ba1 BB+ BB+
Ba2 BB BB
Ba3 BB- BB-
B1 B+ B+
B2 B B
B3 B- B-
Caal CCC+ CCC+
Caa2 CCcC CCcC
Caa3 CCC- CCcC-
Ca cC CE
Weakest Moody's Standard & Poor's Fitch
C o o
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R ————————




PENSIONS

IWinois Municipal Retirement Fund (IMRF)

All full-time employees participate in IMRF under Illinois law. Members contribute 4.5% of their annual
salary and the employer contributes an actuarial required contribution (ARC) each year based on the success
of the plan. For 2021, the County’s contribution was 9.11%, 7.49% in 2022, and 5.76% in 2023. In an
attempt to reduce volatility of the IMRF rate the County is using 8% as the employer contribution target
beginning in 2023. Only 5.76% will be submitted to IMRF, with the remainder reserved to be applied
against any future increases that exceed 8%.

Sheriff's Law Enforcement Personnel (SLEP) Plan

Sworn personnel in the Sheriff's Office participate in SLEP. Members contribute 7.5% of their annual salary
and the employer contributes an actuarial required contribution (ARC) each year based on the success of
the plan. For 2021, the County’s contribution was 20.41%, 16.49% in 2022, and 13.02% in 2023. In an
attempt to reduce volatility of the SLEP rate the County is using 18% as the employer contribution target
beginning in 2023. Only 13.02% will be submitted to SLEP, with the remainder reserved to be applied
against any future increases that exceed 18%.

It is well chronicled that pensions provide significant liability on government budgets and are typically very
poorly funded. That is not the case with IMRF as it is estimated to be funded at 98.6% at the end of FY22.
With DeKalb County’s approach to level contributions based on the average contribution of the past five
years and IMRF’s (SLEP is part of IMRF) continued strong funding percentages, pensions liabilities should
not plague the County like it does many other units of government in Illinois.

RISK MANAGEMENT

Liability & Worker’s Compensation

The County is self-insured and uses a Tort & Liability Fund to set aside dollars to cover all tort claims
against County Officials as well as worker’s compensation and property damage claims. The County is in
the process of exploring options for outside insurance. Moving from self-insured to more comprehensive
insurance may take multiple years starting with a larger retention policy and then gradually reducing it as
the County’s strong history of claims data is validated for insurers.

Staff intends to present options to the Finance Committee this fiscal year as general liability and worker’s
compensation are among the areas where the County has the most financial risk. Another way to minimize
these risks is to actively engage in risk management. A robust risk management program, inclusive of a
Human Resources function, will be included in the insurance discussions. The combination of having
outside insurance and a dedicated risk management program should help minimize these exposures for the
County.
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