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COUNCIL WORKSHOP ITEM

ITEM: Tax Abatement Ordinances

DATE: January 22, 2003
PREPARED BY: David Van Vooren, Deputy Village Manager – Administration  &

Finance
PURPOSE: Discussion status of the 2002 Tax Abatement Ordinances

DISCUSSION:
Please recall that at the December 17, 2002 regular meeting of the Village Council the Council
tabled six tax abatement ordinances for calendar year 2002.  These ordinances will need to be
reconsidered by the Council on or before February 28, 2003 in order to meet the required filing
requirements of the Illinois Statues for processing with the 2002 tax bills. I have previously
prepared a memo to Village Manager Rick Ginex dated December 27, 2002 outlining the various
options available to the Council as they debate the disposition of the tax abatement ordinances.  I
have again attached a copy of that memo for your review.

In that several members of the Village Council have asked for further clarification as to the
Village’s current budget performance as it relates to both revenues received and expenses
incurred I have attached an executive summary of the General Funds’ performance based upon
Staff’s best estimate to date.  This summary includes information gained through the Budget
Team’s initial reviews of several General Fund departments with their respective Directors and
will continued to be refined upon completion of all the Department reviews. Another document
that would also be of benefit to review would be the December 2002 Treasurer’s report which
was recently distributed by Acting Finance Director Trisha Steel and focuses on the cash position
of the respective Village Funds.

The executive summary reveals that again this year the estimated revenues will come in
approximately $2.5 million under the amended budget and the estimated expenses will also fall
under the amended budget by $1.1 million.  Performance of the revenue and expenses will result
in a shortfall to the General Fund of $1.6 million for fiscal year 2002-03.  This shortfall has
already impacted the Village’s cash position and will continue to impact cash negatively until the
close of the fiscal year.  The overall reason behind the negative impact to the Village’s cash
position is the exceeding large burden that personnel costs have on the overall General Fund
expenses.  Personnel costs represent between 77-80% of the overall cost of the General Fund.  It
is the Village’s employees that provide the services to the residents of Downers Grove that all
have come to recognize as our strongest asset.  The executive summary further depicts an
anticipated shortfall in fiscal 03-04 of $5.2 million based on department baseline requests, which
have not yet been subject to any Manager reductions.  In fiscal 03-04 not only is the Budget
Team anticipating a further general revenue decline but the baseline costs for the General Fund’s
services will again increase driven by employee costs, benefits and worker compensation and
liability insurance.  The Budget Team believes that without enhancing the revenues supporting
the General Fund significant service cuts will be needed to balance the fiscal 03-04 budget.
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The six tax abatement ordinances in the past have been abated by the Village Council even when
the respective revenue sources pledged to support them were insufficient to meet the debt service
requirement.  The resulting deficit was either shown as a negative cash position in their
respective fund thereby floating off of the Village’s surplus cash another fund, Capital Fund,
paid the debt service requirement. In either case the overall impact to the Village’s cash position
has been decreased.  Continuing to proceed in this manner for this year will exasperate the
Village’s cash position and provide even further strain on the General Fund.

ATTACHMENT:
Memo to Rick Ginex, Village Manager regarding status Tax Abatements
Executive Summary Fiscal Year 2002-03 General Fund Budget
The six tax abatement ordinances

RECOMMENDATION:
Staff is seeking direction from the Council as to the final disposition of the six tax abatement
ordinances.



VILLAGE OF DOWNERS GROVE
MEMORANDUM

TO: Rick Ginex, Village Manager
Enza Petrarca, Village Attorney

FROM: David Van Vooren, Deputy Village Manager Administration

DATE: December 27, 2002

RE: Status – Tax Abatement  1998 GO Bonds (Fairview Avenue),
1999-2002 GO TIF Bonds, and 2001A GO Water Bonds

Background

As you are aware, the Village Council decided to table the tax abatement ordinances for
the above referenced bonds at their December 17, 2002 regular meeting.  At the Council
meeting, Mayor Krajewski asked if there was a filing deadline for the adoption of the
abatement ordinances.  On December 18, I did contact Mr. Dave MacKinzie of the
DuPage County Clerk’s office and he informed me that the filing deadline was March 1st

of each year.  Said filing date is consistent with 30 ILCS – 350/16 authorizing the levy of
taxes for the payment of principal and interest on general obligation bonds.

Based upon the information provided, the Council has approximately 60 days to
reconsider the tabled ordinances abating the 2002 property taxes for the above referenced
GO bond issues.  As the Council begins its consideration for abating the 2002 property
taxes, the following information by bond issue may provide assistance to them.

1998 GO Bond Issue

Purpose:  Public Infrastructure Project (Fairview Avenue)
Principal:  $3,000,000
Resources Pledged:  None
2002 Debt Service Requirement:  $268,705

In general the 1998 bond issue is a straightforward general obligation bond backed by the
full faith and credit of the taxable property within the Village.  Annual principal and
interest payments average $275,000 over the 15 year life of the issue and can be funded
through an ad valorem tax upon all taxable property within the Village.  Since the
inception of this bond issue, the Village has abated the debt service requirement using as
the funding source the $.01 gas tax established by Ordinance 4075 starting November 1,
1998.  In that the collection of the local gas tax commenced prior to the first debt service
payment, there existed a surplus, which assisted in funding the annual debt payments
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through fiscal year 2000-2001.  Upon depletion of the surplus the cumulative  deficit
projected at the end of 2002-3003 will be $123,500.  In general the local gas tax
generates about $200,000 leaving an annual funding shortfall of $75,000.

The Village has the option to cease abating the debt service levy (fully or partially) at any
time.

1999-2002 GO TIF Bonds

1999 Purpose:  Redevelopment Projects
Principal:  $6,500,000
Resources Pledged:  TIF Incremental Revenues
2002 Debt Service Requirement:  $379,065

2000 Purpose:  Redevelopment Projects
Principal:  $6,200,000
Resources Pledged:  TIF Incremental Revenues
2002 Debt Service Requirement:  $403,719

2001 Purpose:  Redevelopment Projects
Principal:  $6,000,000
Resources Pledged:  TIF Incremental Revenues
2002 Debt Service  Requirement:  $300,763

2002 Purpose:  Redevelopment Projects
Principal:  $6,000,000
Resources Pledged:  TIF Incremental Revenues
2002  Debt Service  Requirement:  $264,733

The four bond issues are slightly different than the 1998 bond issue in that the
authorizing ordinances 4134, 4196, 4319 and 4439 pledged to use all incremental tax
revenues generated as a result of the formation of the downtown TIF before accessing an
ad valorem tax on all taxable real estate within the Village.  Commencing with the first
bond issue (1999) the TIF generated revenues have been insufficient to meet the total
debt service requirements.  The Village has abated the unfunded debt service by
allocating monies  from the Capital Improvement Fund as well as, in fiscal  2002-03, a
subsidy from the Parking Fund, which is anticipated to continue.

The Village  has the option to cease abating the Capital Improvement and Parking funds
subsidies at any time.  However, the Village is required to abate taxes for the 1999, 2000,
2001, and 2002 bonds equal to the estimated TIF incremental receipts anticipated to be
$300,000 in 2002.  Any deficit that would exist after abatement of the TIF receipts would
be funded through an ad valorem tax on taxable real estate property within the Village.
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2001A GO Water Bonds

Purpose:  Public Capital Infrastructure Project, Meter Reading System
Principal:  $4,000,000
Revenue Pledged:  Surplus Water Revenue
2002 Debt Service Requirement:  $517, 455

The 2001A bond issue authorized by Ordinance 4349 provided the funding to upgrade
the Village’s water metering system to an automated system anticipated to be completed
in fiscal 2003-04.  The Village is required to abate the annual debt service levy from the
proceeds of water sales revenue as long as a surplus exists.  The ordinance outlines the
disbursement of revenues and as established anticipates a rate structure sufficient to meet
the required debt service.

The Village’s option regarding said abatement based upon our existing rate structures and
expenses is to approve the abatement prior to March 1, 2003.

I hope this brief summary assists you in reviewing the options available to the Village as
it relates to the tabled abatement ordinances.  As always if you have any questions, feel
free to contact me.

CC: Trisha Steele, Acting Director of Financial Services
Mike Baker, Assistant to the Village Manager






















































