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MANAGER’S MEMO ITEM 
 
 

ITEM: Community Grants Commission recommends that annual funding of the 
Community Grants Program be based on 8% of Hotel Tax proceeds.  The 
Grants Commission also recommends a minimum annual funding level of 
$48,000. 

WORKSHOP DATE: December 14, 2004 
PREPARED BY: Commissioner Stan Urban, Chairman, Community Grants Commission, 

David Humphreys, Member Community Grants Commission, Susan 
Brassfield, Staff 

BID AMOUNT: $ N.A. ACCOUNT:  
BUDGET AMOUNT: $   

 

PURPOSE: To fund the Community Grants Program based on 8% of the Downers 
Grove Hotel Tax proceeds and to establish a minimum annual funding 
level of $48,000 for the Community Grants Program.   
 

 
BACKGROUND: 
At a Council Meeting held on June 1, 2004, the issue of funding the Downers Grove Community 
Grants Program based on 8% of the Downers Grove Hotel Tax proceeds was brought before 
Council.  This subject was further discussed at a Council Retreat and at this meeting it was 
inferred that this should be brought before Council at a Workshop Meeting. 
 
The rate of 8% is based on the Cumings McNulty Report, a report developed by a Village hired 
consultant in 1993.  This report recommended that the Downers Grove Hotel Tax be used for 
tourism, economic development, and community events.  Moreover, this report recommended 
that 8% of hotel tax should be reserved for local community grants.  By establishing a designated 
rate in Village Code, it would eliminate the current budget process that invokes numerous budget 
reiterations; namely cutting, and then restoring the grants budget.  Using a fixed percentage of 
Hotel Tax revenue would simplify the budget process for grants. 
 
In addition to establishing the designated 8% rate, the Community Grants Commission 
recommends a minimum annual funding level of $48,000 for the Community Grants Program.  
Due to the uncertainty of the economy, revenue generated by the Hotel Tax can be precarious.  
To designate a minimum level of funding support toward the Community Grants Program will 
prevent program funding leve ls dropping significantly due to any possible future fluctuations of 
the revenue generated by this tax. Such a drop would have a damaging impact on our community 
cultural arts organizations. The security of having a minimum level of funding will ensure the 
dignity and stability of the grants program. 
 
Since the grant cycle begins early in the fiscal year, the budget would need to be based on tax 
proceeds generated in the last full fiscal year.  For example funding of grants in FY05/06, would 
be based on FY03/04 Hotel Tax proceeds.  The following table shows actual Hotel Tax receipts 
for the previous five fiscal years and compares the equivalent of 8% of the total hotel tax revenue 
to what was actually approved by Council toward the Community Grants Program. 
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 FY99/00 FY00/01 FY01/02 FY02/03 FY03/04 
TOTAL HOTEL 
TAX REVENUE 

$816,077 $855,470 $687,603 $709,238 $737,633 

8% OF TOTAL 
HOTEL TAX 
REVENUE 

$65,286 $68,438 $55,008 $56,736 $59,010 

ACTUAL 
COUNCIL 
APPROVED 
COMMUNITY 
GRANT DOLLARS 
EXCLUSIVE OF 
1% 
ADMINISTRATIVE 
COSTS 

$55,000 $57,500 $56,925 $51,975 $44,500 
(Figure 
includes 
$4,000 in 
Donations) 

 
 

The Community Grants Commission fully intends to solicit donations to supplement Hotel Use 
Tax funds for the Downers Grove Community Grants Program.  Funding independently received 
should be exclusive of the 8% calculated figure; any donation amount should be considered over 
and above the 8% of Hotel Tax proceeds figure.  

 
This memo hereby recommends that the annual budget of the Community Grants Program be 
based on 8% of the Hotel Tax proceeds generated in the previous full fiscal year.  Additionally, 
the Community Grants Commission recommends that $48,000 be specified as the designated 
minimum amount of annual available grant funding. 
 
DISCUSSION OF ALTERNATIVES : 
Alternative A:  Continue budgeting the Community Grants Program as set forth by Ordinance 
Section 2-85 through 2-88. 
 
Advantages:      To maintain status quo. 
 
Disadvantages: The current budget process invokes numerous budget reiterations; namely 

cutting, and then restoring the grants budget.  The Ordinance currently doesn’t 
denote a designated annual minimum amount of funding toward the Grants 
Program.  Without a designated annual minimum budget amount, it could leave 
the Grants Program open to financial instability due to any possible future 
fluctuations of revenue generated by the Hotel Tax.  This would seriously impact 
cultural arts organizations. 

 
SURVEY OF OTHER COMMUNITIES: 
Based on a recent review of adjacent community websites, the Village of Lisle used a portion of 
their Hotel/Motel Tax dollars to support the construction of the new Benedictine University 
Sports Complex which recently opened its doors on October 1, 2004.  The City of Darien used 
Hotel/Motel Tax dollars for gateway signage costs. 
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ATTACHMENTS: 
Spreadsheet denoting requested grant dollars in comparison to Council approved dollars 
History of the grants program 
An ordinance amending the method of funding the Community Grants Program 
 
STAFF RECOMMENDATION: 
Adopt Ordinance that will amend Village Code to allow the annual Community Grants Program 
budget to be based on 8% of the Downers Grove Hotel Tax proceeds and a minimum annual 
funding level of $48,000 is specified toward the Community Grants Program. 
 
REQUESTED COURSE OF ACTION: 
Place this item on the December 14, 2004 Workshop for approval. 










