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What is the utility tax? 
 Illinois State Law allows municipalities to impose a tax 

on electric and natural gas use 
 Natural Gas can be taxed at up to 5% on “Gross 

Receipts”  
 Electricity is taxed in tiers 
◦ 1st tier max is $0.0061/kilowatt hour for first 2,000kWh 
◦ 2nd tier max is $0.0040/kilowatt hour for next 48,000kWh 
◦ 3rd tier max $0.0036/kilowatt hour for the next 

50,000kWh 
◦ Up to 10th tier max is $0.0030/kilowatt hour over 

20,000,000kWh 
 Exemptions are allowable under State law for 

government users (ie schools) and properties in 
enterprise zones that meet certain requirements 



Max Electric Detailed per Statute 

 
 

            (i) For the first 2,000 kilowatt-hours used or  
         consumed in a month; 0.61 cents per kilowatt-hour; 
 

            (ii) For the next 48,000 kilowatt-hours used or  
         consumed in a month; 0.40 cents per kilowatt-hour; 
 

            (iii) For the next 50,000 kilowatt-hours used or  
         consumed in a month; 0.36 cents per kilowatt-hour; 
 

            (iv) For the next 400,000 kilowatt-hours used or  
         consumed in a month; 0.35 cents per kilowatt-hour; 
 

            (v) For the next 500,000 kilowatt-hours used or  
         consumed in a month; 0.34 cents per kilowatt-hour; 
 

            (vi) For the next 2,000,000 kilowatt-hours used  
         or consumed in a month; 0.32 cents per kilowatt-hour; 
 

            (vii) For the next 2,000,000 kilowatt-hours used  
         or consumed in a month; 0.315 cents per kilowatt-hour; 
 

            (viii) For the next 5,000,000 kilowatt-hours used  
         or consumed in a month; 0.31 cents per kilowatt-hour; 
 

            (ix) For the next 10,000,000 kilowatt-hours used  
         or consumed in a month; 0.305 cents per kilowatt-hour; and 
 

            (x) For all electricity used or consumed in  
         excess of 20,000,000 kilowatt-hours in a month, 0.30 cents per kilowatt-hour. 
 

 



Why a utility tax? 
 Assessed values are not rising 
◦ Property tax flat except for those dedicated to 

pensions and insurance 
 State income tax has been variable over ten years 

and has added just $39,295 per year on average 
 Sales Taxes have only increased $205,900 (6.0%) 

over ten years. 
 Franchise Fees, our 4th largest budgeted source 

of General Fund revenues, peaked in FY 2010-11 
at $612,430.24 
◦ They have declined for 4 years straight to 

$546,699.89 
◦ Loss of $65, 730.35, or nearly 11% in 5 years  



Why a utility tax? 
 Existing FY 15-16 General Fund Deficit = $335,286 
 FY 16-17 health insurance increase (est) = $296,000 
◦ 14-15 claims paid - $1,721,207 
◦ 15-16 claims paid (annualized) - $2,169,301, (26% increase) 
◦ Overall, health insurance has doubled in just 10 years 

 FY 16-17 union contract increases = $70,000 
◦ Union contracts for public safety influenced by arbitration awards. Municipalities 

have no way to freeze costs because of this 
 Missing State Payments 
 State considering property tax freeze 
 Demand for services has not decreased in any department 
 Infrastructure continues to age 

 
 Total of $701,286 needed between taxes or cuts 
◦ Not including $664,731in pension increases or estimated $79,300 on liability and 

work comp insurance increases for FY 16-17 (assumes funding through tax levy) 
◦ Does not include increases in: utilities, costs of equipment, licensing, non-union 

workers, vehicle/equipment/capital maintenance, street lighting,  operating or 
safety supplies, etc 

 



How does utility tax effect payers? 

 Natural Gas Tax  
◦ homeowners can calculate by adding 5% to 

the delivery and therm charges on their bill 
 Electricity Tax (per ComEd) 
◦ Average residence  
 uses 645kWh per month 
 At $0.0061 = additional $3.95/mo per residence 
◦ Average Small Commercial 
 Uses 7,000kWh per month 
 At max rate, 7,000kWh pays $32 per month 

 
 



What will the tax generate? 

 Inexact due to enterprise zone and 
government exemptions, which are large 
users 
◦ Electric should generate at least $600,000, 

depending on collection rate 
◦ Natural Gas should generate nearly $100,000 



Does tax make us less competitive 
or encourage people to relocate? 

 282 ComEd cities have a utility tax 
 274 Ameren cities have a utility tax 
 12 Cities in the Quad Cities MidAmerican 

Energy territory 
 Jo Carroll Energy cities 

 
 Until now, Sterling has been fortunate to be 

the exception to the rule 

 
 



Do cities near us have the tax? 
 In NW Illinois area: 

◦ Amboy 
◦ Andalusia 
◦ Belvidere 
◦ Carbon Cliff 
◦ Coal Valley 
◦ Colona 
◦ DeKalb 
◦ Dixon 
◦ East Moline 
◦ Erie 
◦ Freeport 
◦ Fulton 
◦ Galena 
◦ Geneseo 
◦ Hampton 
◦ Hillsdale 
◦ Leaf River 

 

◦ Loves Park 
◦ Machesney Park 
◦ Malta 
◦ Milledgeville 
◦ Moline 
◦ Morrison 
◦ Mount Morris 
◦ Oregon 
◦ Orion 
◦ Pecatonica 
◦ Polo 
◦ Rapids City 
◦ Rock Falls (gas + elec. recovery fee) 
◦ Rock Island 
◦ Shabbona 
◦ Shannon 
◦ Silvis 
◦ Stillman Valley 
◦ Walnut 

 



What if we don’t add a utility tax? 
 To balance the General Fund budget in FY16-17, need cuts totaling: 

◦ $701,286 if tax levy increase is approved, or  
◦ $1,445,317 if tax levy increase is not approved 

 Capital purchases already on hold 
◦ Dump truck, 2 new squad cars and a new-used detective vehicle are all on hold. Can’t do 

that repeatedly. Replacement fire apparatus in the future 

 Revisit consolidating with RF and Sterling fire departments with the Sterling 
and Rock Falls rural fire districts to expand the tax base and create a 
regional fire department 
◦ Not immediate 
◦ Require cooperation from three other governmental bodies 

 Reduce staff  
◦ Combined General Fund payroll of Finance/Administration, City Clerk, and Code 

Enforcement is $586,038 by comparison 
◦ Entire Code Enforcement department budget including health insurance, IMRF,  etc. is 

approximately $450,000 
◦ Could eliminate code enforcement in City (not realistic) and still need to find another 

$251,000 in cuts  
◦ Staff reductions would have to include fire and/or police regardless of tax 

levy 
 



FY 15-16 General Fund Expenses 

73% 

5% 

3% 
3% 

2% 
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Wages & Benefits (73%)

Liability & Work Comp Insurance
(5%)

Fuel and Oil (incl. fuel resold to
CGH & Unit 5) (3%)

Coliseum Bond (3%)

Economic Development
Agreements + GSDC + Main
Street (2%)
2 squad cars, unmarked car, dump
truck and plow (2%)

Grants & Donations (1%)

Maintenance, training, boards,
utilities, licenses, grant expenses,
printing 11%

Insurance, wages and benefits make up 78% of 
the current General Fund budget. 

 



FY 16-17 General Fund Expenses 
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Wages & Benefits (75%)

Liability & Work Comp Insurance
(5%)

Fuel and Oil (incl. fuel resold to
CGH & Unit 5) (2%)

Coliseum Bond (3%)

Economic Development
Agreements + GSDC + Main
Street (2%)
2 squad cars, unmarked car, dump
truck and plow (2%)

Grants & Donations (1%)

Maintenance, training, boards,
utilities, licenses, grant expenses,
printing 10%

Insurance, wages and benefits are estimated to 
make up 80% of the FY 16-17 General Fund 

budget. 
 



Staffing Levels 
 Clerk– 2 
◦ records, front counter, front phone, agendas 

 Bldg & Zoning – 5 
◦ Permits, Zoning, Code Complaints, Bldg Inspections, City Hall Maintenance 

 Finance & Admin – 7 
◦ Payables, payroll, utility billing, audit prep, health ins and pension administration, 

grant oversight, h.r. , budget prep and oversight 

 Fire – 19.5 
◦ Prevention,  commerical inspections,  EMT/medical assists, firefighting, hazmat, 

vehicle accidents, gas alarms 

 Police – 43 
◦ 911 Dispatch, Investigations, records, school resource, Dare, patrol 

 Public Works – 15 
◦ parks, streets, snow/ice control, sewer maint, ditch maint, signs, curbs/sidewalks, 

fleet maintenance 

 



Where the Staff & Costs Are 

Personnel Costs by Department Employee Counts by Department 
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78% of the personnel costs are in police & fire 



Staff cuts to date 

 Fire Department reduced by 3.5FTE 
◦ 6 positions laid off in 2009, 3 brought back 
◦ Fire Chief merged with City of Rock Falls 

 Executive Secretary to Mayor and 
Manager – Vacant since retirement in 
2014 

 Community Services Director – Vacant 
since retirement in 2010 

 



How much staff would need to 
be cut? 
 $701,286 if tax levy increase is approved 
◦ Requires reducing staff by ~10% (~9 people) 
◦ Entire Public Works Payroll is $752,395   

 $1,445,317 if tax levy increase is not 
approved  
◦ Requires reducing staff by ~20% (~18 people)   
◦ Combined Payroll of Clerk + Finance/Admin + 

Building & Zoning + Public Works = $1,309,078 
 Public Safety functions/people must be cut 

without tax increases 
 How deep do we want to cut, and where?  

 
 



Service Levels – Building/Zoning 
 1,300+ open/closed complaints or violations 
◦ Short staffed for 4 months after a resignation 
◦ Average 150/mo when staffed (1,800/year)   

 98 ordinance violations  
 20 parking tickets w/ $1390 fines $140 paid 
 15 building code violations  
 750 permits issued  
 800 inspections non-property maintenance related 

(electrical, fence spots, sewer hook-ons, occupancy, 
etc) 

 Staff does some maintenance at City Hall since 
privatizing the custodial crew 

 Inspectors clean alleys, roadways of junk (discarded 
tv’s, bicycles, etc) 

 
 



Service Levels – Finance/Admin 
 6,300 sewer and solid waste accounts billed 

and collected per month 
 Issues 4,000 checks a year 
 Collected over $131,000 in bad debts 
 Self-insured health insurance plan for 280 

people 
 Clean Audits 
 $30,000,000 budget overall 
◦ 3 TIF Districts 
◦ Grant Administration 

 All HR functions 
 



Service Levels – Fire 
 1,271 calls for service last year 
◦ 743 Fire calls 
 50 Structure Fires 
 46 other active fires 
 7 extrication calls 
 81 invalid assists 
 80 spills, leaks of gas or chemicals 

◦ 528 EMS calls 
 394 medical assists 
 120 vehicle accidents with injuries 

 380+ inspections 
◦ 350+ violations 
◦ 220 re-inspections 

 Education programs 
 Lowered ISO rating to 3 

 



Service Levels - Police 
 7,373 calls to 911 last year 
 19,667 calls for service (54/day) 
 1,943 tickets issued (up 18%) 
 600 accidents 
 2,600 adult arrests (up 22%) 
 170 juvenile arrests (up 39%) 
 1,458 city ordinance citations 
 86 domestic battery calls (up 65%) 
 33% increase in criminal trespass 
 32% increase in sex crimes 

 
 



Service Levels – Public Works 
 101 miles of roads  

◦ Patching 
 82 tons of cold patch 
 48 tons of hot mix 

◦ Winter maintenance – Average 18 events per year 
 Plowing 
 Salting 

◦ 434 gallons of paint for striping 
 85 miles of sewers 

◦ 70 calls for service 
◦ 18 lines jetted 

 Sidewalk and curb construction when fully staffed (7,200’ per year) 
 Oversight of 50/50 program 
 Over 80 miles of Storm lines 
 1,451 J.U.L.I.E. locates 
 12 parking lots 
 6 parks property and equipment maintenance (repairs, mow, mulch) 
 All gravel & blacktopped alleys 
 Maintain over 2,500 storm inlets/catch basins yearly 
 Provides in-house maintenance of City vehicles 
 Provides and maintains fueling station for City, Schools and CGH 
 680 tons of street sweepings hauled to the landfill 
 Roadkill pickups 

 
 

 



Strategic Plan – Key Initiatives 
 Community Sustainability 
◦ Improved perception of city and pride by: 
 Physically: Improve our appearance and  image by more 

aggressively pursuing code enforcement on gateways and 
throughways; Improve Sterling’s gateways 

 Emotional: improve how we tell our story through and with 
guest columns, community groups, etc. 

 Funding Projects and Having Employees to 
Complete Them: 
◦ Use wage report to bring equity to city employee pay 

 Communications: 
◦ Create system for tracking and measuring progress of 

each key issue to keep the council, staff and the public 
involved and informed 

 
 



Timing  
 If Council adopts an ordinance in December, 

utilities could begin collecting in early spring 
 Would recommend not waiting  
◦ Pull band-aid rather than cloud of uncertainty 
◦ Some of our non-union employees have a 

petition hearing in front of the Labor Board in 
January 
◦ Budget work begins in January. Need to know 

what staff we will or will not have to work with 
next year when budgeting 
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