	

	ROCHELLE CITY COUNCIL

REGULAR MEETING 08/27/12
AGENDA ITEM NO.  6


	TO:

Mayor and City Council

FROM:
City Manager David Plyman/SM
SUBJECT:
Simplified Municipal Telecommunications Tax Rate
References:
Memo from City Clerk Bruce McKinney
Simplified Municipal Telecommunications Tax Fiscal Year Comparison
Memo from Finance Manager Chris Frye
Ordinance Simplified Municipal Telecommunications Tax Rate Change
Recommended Action:
Consider an Ordinance Amending the Telecommunications Tax Rate
History and Fact:
The maximum Simplified Municipal Telecommunications tax rate that can be assessed by municipalities with populations less than 500,000, as established by the State of Illinois, is 6%.  The City’s current tax rate of 5% was approved by the Mayor and Council in September of 2007.  The Administrative Committee discussed the possibility of increasing the telecommunications tax rate at its meeting on August 2, 2012 and recommended forwarding the topic to the full council. The August 13, 2012 City Council agenda included a discussion on the topic.  Following additional comments by City Clerk Bruce McKinney and input by Finance Manager Chris Frye on the overall state of the General Fund, the Mayor and Council requested that information on area telecommunication rates, revenue projections and the General Fund be provided for action at the next council meeting.  
Discussion: 
The rate comparison information collected for communities in Ogle County and larger municipalities in our area show 21 out of 25 communities at the maximum tax rate of 13% (including the State’s 7%).  Based on telecommunications tax revenues received during the first four months of this fiscal year, an additional 1% would have equated to nearly $35,000 in additional revenue. Finance Manager Chris Frye reported the following on the state of the General Fund:  at the end of FY 2012 the Insurance, IMRF and Social Security Funds had negative fund balances, the draft FY 2012 audit report shows the use of $28,000 in General Fund reserves, transfers equated to 25.5% of the General Fund budgeted revenues for FY 2013, sales tax has averaged $7,000 less per month than budgeted in the first four months of this year, all four union contracts include wage increases of 3% in FY 2014, and health insurance costs continue to rise. In order for a new tax rate to be effective January 1, 2013 the City would need to file the appropriate documentation with the Illinois Department of Revenue no later than September 20, 2012.  Although the increased telecommunications tax would be assessed beginning January 1st, the City would not begin receiving the increased proceeds until April of 2013.  
Recommendation:  
Consider an Ordinance Amending the Simplified Municipal Telecommunications Tax Rate 


	








