

































































PROCUREMENT STRATEGY/PAYBACK



















































































































The City of DeKalb is a home rule municipality, enabling the City to set revenue types and
rates as deemed appropriate As stated in Article VIl Section VI of the lllinois State
Constitution, “the City therefore may exercise any power and perform any function
pertaining to its government and affairs including, but not limited to, the power to regulate
for the protection of the public health, safety, morals and welfare; to license; to tax; and to
incur debt.” The City ultimately has full authority to set tax rates, fines and fees, and collect
additional revenues as it is considered appropriate.

In addition to authority from the State, DeKalb City ordinances offer additional autherity to
raise revenues through taxes, fines and fees, permits, and charges for service. This section
will identify areas where the City has the potential to increase current revenue sources or
create additional revenue sources. In most cases, estimated financial impact is offered
along with recommendations.

Major Revenue Stream Identification

The City of DeKalb received $47,422 256 in revenue from governmental activities and
$8,534,986 in revenue from business like activities in Fiscal Year (FY) 2012 according to
the 2012 Comprehensive Annual Financial Report (CAFR). Below is the breakdown of
revenue received in FY 2012.



Like many municipalities, The City of DeKalb currently receives the bulk of revenue from
various taxes. State and Home Rule Sales tax is the top revenue generator, resulting in
approximately $14 million annually. Property tax is the second highest revenue generator,
at almost $13 million annually and Charges for Service, such as fire protection, ambulance
fees, and planning and building fees, resulted in around $11 million in revenue annually.



Background

The City of DeKalb currently has two active TIF areas with two additional TIF areas in the
initial feasibility study phase. The current TIFs generate total revenue of approximately $10
mitlion; however, both TIF areas will be expiring in the near future. The sales tax portion of
Central Area TIF (TIF #1) expires in 2013, with the properly tax portion, and the TIF area,
fully expiring in 2020. TIF #2 will expire in 2018. Both TIFs are self-sustaining, with
revenues funding debt service payments. TIF #1 has reimbursed the City’s general fund to
cover administrative costs and 3 City has declared tax surpius.

Data Points

In FY 2012, TIF #1 and TIF #2 had ending fund balances of $5,249,495 and $5,435,922
respectively as compared to FY11 balances of $6,196,879 and $4,132,015. Of particular
note is that TIF #1 distributes a significant portion of its property tax revenues and sales tax
revenues back to the various taxing districts (including the DeKalb School District, DeKalb
Public Library, and others} through declaration of surplus.

TIF #1 generated over $8 million in FY 2012. A portion of the TIF balance was transferred
ta the City's General Fund to cover administrative costs associated with the TIF district, as
well as a surplus from property and sales tax, and a distribution to other taxing units.

Finally, the table below shows the revenue and declared surplus for TIF #1 for the last five
years, according to the CAFR for each respective year.

CITY OF DEKALB
DekKalb, lllinois

TIF #1 Revenue and Surplus

Administrative

Cost
Year Revenue Reimbursement Surplus
2012 $ 8,090,961 3 631,737 $ 715450
2011 8,393,005 67411 758,577
2010 8,424,669 852,484 -
2009 8,505,106 527,491 -

2008 1,252,421 350,000 -
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Background

As a home rule municipality, DeKalb has the authority from the State of lllinais (65 ILCS
5/8-11-1, 65 ILCS 5/8-11-5) to charge Home Rule Sales Tax on certain purchases or sales
of goods within the City. Home rule sales tax is currently a portion of the largest source of
revenue for the City of DeKaib, with total revenues of $5,869,880 in 2012 and $5,948,654 in
2011.

A review of comparable neighboring communities was conducted to determine whether or
not the City has the opportunity to raise sales tax.

Data Points

A survey of neighboring communities was conducted to assess where DeKalb’s current
home rule sales tax ranks. In the past, EPl has used the communities of Normal, Moline,
Downers Grove, and Wheaton as the nearby comparable Cities. In addition to those
communities, Geneva, St. Charles, and North Aurora were also considered because of their
large commercial areas that are accessible to DeKalb residents. Sycamaore, was also
included as it is a commonly used comparison peint by the City. The results are in the
following table.

P -]
&0

North Aurgra 16.760 0.5D






LN B U RV O}

Background

The DeKalb Fire Department {Department} service area includes the City of DeKalb,
Northern lllincis University (NIU), and the DeKalb Fire Pratection District {District). The
Depariment receives monies from the District’'s fire protection tax as well as revenue
through run collections, or calls. and a contract with NIU.

Data Peints
Coflection rate

The average collection rate for run collections for the City of DeKalb is 66%, which is
considered to be low compared to communities with a similar socioeconomic make-up.

Treat-not-transport runs

The City of DeKalb does not currenily charge for runs referred to as “treat-not-transpon”
runs which require the fire depardment to respond to a 811 call and administer a treatment
needed at the scene. At that point, the individual receiving treatment can deny transpor to
the hospital, and is not charged for the treatment received. The fire departiment estimates
that about cone-third of the treat-not-transport calls result in more involved treatment, such
as administering an IV, while the remainder might result in 2 more minor treatment, such as
a biood pressure read or administration of Tylenol.

The net cost per run for 2012 was estimated by the Department at $1,300, and in 2012, the
Fire Depariment answered 273 treat not transpert runs. By using the average cost times the
number of runs, the fire deparlment could capture up to an additional $350,000, annually, in
addition to the current fees collected. The actual collection could be slightly higher or lower
based on the types of runs, and the extent of treatment needed. The potential revenue
calculation was not adjusted to account for the assumption that one-third of the runs result
in more involved treatment methods, which are the instances that tend to result in higher
run costs.

NIU contract

Rewviewing the NIU contract could be an opporunity for the fire depariment to recover
additional revenue. The current contract with NIU is $500,000; however the tota! cost o
provide service to NiIU is around $1 million. The contract expires in 2014, and will need to
be renegotiated at that time. It was noted that the contract amount has not been adjusted
through the past few negotiations.






Background

The purpose of a Payment in Lieu of Taxes (PILOT) payment is to provide local units of
government a revenue stream to help offset losses in property taxes due to nontaxable
lands or assets. Given the Utilities are owned by the City, they do not make property tax
payments. However, if the Utilities were privately owned (and therefore, taxable), they
would be required to pay property taxes based on the net assessed valuation (NAV}) of both
their real and personal property. The PILOT transfer accounts for the monies lost by not
taxing this unit, by moving funds from the Water Enterprise Fund to the City General Fund.

Data Points

As noted in the 2012 CAFR, the City budgets for up to $500,000 to be transferred from the
Water Fund to the General Fund to cover administrative costs, Additional revenue could be
transferred to the general fund by collecting payment in lieu of taxes {PILOT), which is a tax
assessed on all water assets. In order to estimate the NAV of the Utilities, the net historical
value of the Utilities’ capital assets are used including land, buildings, improvements other
than buildings, and machinery and equipment as provided in the 2012 CAFR. The Plant
NAV was then multiplied by the City’s Payable 2012 corporate tax rate of $0.7205 per $100
of Plant NAV.

M c

5 42,
25,
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The PILOT calculation estimates an additional $186,000 could be transferred to the City
General Fund to compensate for the non-taxable water assets. Note that assessed value
used in the calculation above can be changed, if the City sees fit. This estimate is to show
that there is merit in the City exploring this additionai revenue source.
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Recommendation:
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Background

There are two recommendations for the water ufility. The first was the previous section,
recommending the PILOT transfer. The second consideration is to conduct a detailed cost
of service and rate study for the Water Utility. It is generally recommended that a rate study
be conducted every 3-5 years to make sure the revenues received are covering the costs
incurred for providing the service. Although the City makes adjustments for an increase in
the Consumer Price Index CPI if applicable, a full rate study has not been completed in the
past ten years.

Data Points

A survey of the comparable communities was executed to create a picture of where
DeKalb’s current residential rate fell in terms of other communities. The survey compared
DeKab to Normal, Downers Grove, Moline, Wheaton, and Sycamore. As noted, the survey
is only for residential 5/8” meter menthly service. Larger customers are generally charged a
higher rate.

DEKALB MUNICIPAL WATER UTILITY
DeKalb, Ninocis

Survey of Water Rates
Comparable Cities

Residential 5/8"

2010 Meter Monthly Water
Census Effective Date Billing for 6.68 CCF
City/Town Populalion of Water Rate or 5,000 Gallons
Normal 52,497 2012 $ 33.70
Downers Grove 47,833 2012 32.24
Moline 43,483 2013 31.56
Wheaton 52,894 2013 31.31
DeKalb 43,862 2013 25.37
Sycamore 17.519 2005 18.72

The table demonstrates that the current DeKalb water rate falis toward the bottom when
compared to other neighboring communities. Please note that many factors are considered
when a city sets a water rate, especially with the proximity of these communities to the
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Background

Under lllinois State Code (55 ILCS 5/5-1062.2), DeKalb has authority to establish a
stormwater utility with the intent to collect fees for stormwater use. A stormwater utility, and
the associated fees, can raise revenue to maintain infrastructure, such as drmins and
ditches. Properly maintained stormwater infrastructure benefits the community by
controlling surface runoff and petential flooding.

Implementing a stormwater utility does come with some up-front cost. Determining the
appropriate fee to charge residential, commercial, and industrial customers requires
complex calculations and impervious surface analysis; however, after the initial set-up
costs, stormwater fees could be a viable new revenue source for the City of DeKalb.

Data Points

The City does not currently have an established stormwater utility, and does not charge a
stormwater fee; therefore, stormwater efforts are paid for by general tax revenues. The
Public Works Department has demonstrated an interest in pursuing Lhis type of utility,
especially because the City does experience some flooding on a periodic basis.

Other neighboring communities do charge a fee, and can serve as a benchmark in this

case to show the potential merit of additional analysis to determine the proper course for
establishing a stormwater utility. The benchmark communities are in the following table.

CITY OF DEKALB
DeKalb, Nincis

Survey of Stormwater Rates

Comparable Citles
2,010 Effective Date
Census of Stormwater Residential
City/Town/\Village Population Rate Rate Rates Based On
Fer ERU. Assumes ERU is equivalent
Downers Grove 47,823 2013 $ 8.40 1o 2,501-4,000 square feal.
Fer ERU. Assumes ERU is eguivalent
Normal 52,497 2013 4.60 to 3,200 square feet.
W heaton 52,894 2013 4.34 Per monthly CCF water usage
Assumes medium lot size eguivalent to
Noline 43,483 2013 375 1/4 o 112 acre,

14
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Background

Natural Gas is supplied to the City by a private utility company, Nicor. Initially, municipalities
assessed a lax to natural gas distibution under a municipal utility tax; however, when
natural gas uliities became deregulated, some customers began to purchase their gas from
outside of state suppliers {not for resale). As a result, that purchase was no longer taxed by
the municipal utility tax. Some municipalities adopted a Gas Use tax to avoid a loss of
revenue from customers choosing to purchase their gas from out of state.

There are two types of taxes that can be assessed tc capture the purchase of natural gas.
A municipality can impose a utility {cost-based) tax or a use (volume-based) tax. Utility
taxes can only be imposed on in-state sales. Use taxes can be imposed on either in-state
or out-of-state sales. DeKalb imposes a use tax under Chapter 62, which could tax both in
state and out of state sales, but presently is not being applied to out of state sales.

In reviewing how other municipalities administer the taxes, there is not much difference
between the City's ordinance and that of other communities. For example, Naperville
collects revenues for natural gas sales and distribution under the municipal utility tax and
gas use tax. When gas is purchased from Nicor within the state, the purchase is taxed by
the five percent (5%) municipal utility tax. When the gas is supplied from an cut of state
utility, but distributed in Naperville, the volume is taxed by the four cent ($.04) per therm gas
use tax. Gas consumption is not taxed twice, but the implementation of the use tax allows
the City to continue to tax all of the natural gas consumed in the City regardless of where
the source of supply originated.

Data Points

Comparing Naperville's use tax ordinance with that of the City of DeKalb, the only
significant difference is that Naperville expressly indicates that they impose the tax on the
privilege of distnbuting, supplying, furnishing, or selling gas for use or ¢onsumption within
the corporate limits of the City..." By comparison, the City of DeKalb's ordinance imposes a
tax on the "privilege of using or consuming natural gas in the City", and dees not reference
distributing, supplying or furnishing. In looking at the provisions of 65 ILCS 5/8-11-2 (the
enabling legislation for the use tax), it specifically uses the terminology of "distributing,
supplying, fumishing or selling.” That is a relatively minar distinction, but potentially a critical
distinction.

17






s RECU Y S

Revenue areas reviewed were TIF, sales tax, emergency services, water utility, stormwater
utility, fines and fees, and natural gas use tax. These areas were considered for their
potential for raising additional significant revenue to the City or their potential impact on
revenue in the fulure. Recommendations for increasing revenue for each area were
presented in the respective section. Additionally, some recommendations were tied to dollar
amount estimates and are presented in the table below.

REVENUE AREA POTENTIAL REVENUE

Emergency Services ~ Collect treat not transport Up to $350,000 additional
run fees

Emergency Services — Review NiU Contract Up to $500,000 addilional

Water Utility — Establish PILOT transfer to general | $186,366 transfer to general
fund fund

Water Utility — Revenue from a rate increase, after | $800,000 additional
a rate study

Stormwater Utility $500,000 additional

As the City of DeKalb continues to pursue additional revenue opportunities outside of items
listed above, we recommend that the City of DeKalb perform a Debt Management Review
including debt restructuring analysis, rating agency metrics, creating a long-term capital
improvement plan, reviewing Balance Sheet which includes cash position analysis, asset
identification analysis, review fund balance policy and practices, fiability management
practices, prepare bench mark analysis and overall revenue best practice analysis.

It has been identified that the City has many capital needs, and it is imperative that a capital
plan is developed. A multi-year capital plan identifies and prioritizes expected needs based
on a community’s strategic plan, establishes project scope and cost, details estimated
amounts of funding from varicus sources, and projects future operating and maintenance
costs. A capital plan should cover a period of at least three years, preferably five or more.

19
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EP1 conducted a thorough review of the current coniracts, reports and services provided to
the city of DeKalb through its membership in the Intergovernmental Personnel Benefits
Cooperative (IPBC). We engaged in a number of conversations with the assistant city
manager and director of human resources for the cily. We also had a face-to-meeting with
the brokerage team and Blue Cross Blue Shield.

IPBC is a local government cooperative that currently provides the structure through which
approximately sixty-five local governments in illincis receive employee, dependent and
retiree healthcare. Based on the agreements in place at the time DeKalb joined |IPBC,
brokerage services were pre-selected for DeKalb to be Gallagher Benefit Services (GBS).
Similarly, Blue Cross Blue Shield (BCBS) of lilincis is a carrier/payor and is part of the
family of plans offered to members by IPBC and selected by the city.

EPI's primary focus was on healthcare contracts, cost containment services and weliness.
Based on our knowledge of the healthcare industry and the needs of the city of DeKalb, we
believe the focus on these specific elements of the healthcare system, of which DeKalb is
a part, will yield to DeKalb the greatest opportunity for:

» Long term cost savings
» Engaging employees and all covered lives in cost reduction and their own well-being
» Ensuring the GBS and BCBS play a more active role in managing the benefit plans

Before we present our specific recommendations, we advise DeKalb to be aware of and
avoid the following industry trends:

Initial Observations and What to Avoid: EPI urges DeKalb to “change the conversation”
with IPBC, GBS and BCBS so that these common industry practices are no longer {and
over time) acceptable to DeKalb:

1. GBS has typically provided recommendations to DeKalb that are common of most
brokers nationwide. On various occasions, GBS has notified DeKaib of a coming
cost increase and generally recommended that the city can offset the effect of the
increase by reducing benefits or shifting additional costs to employees, dependents
or retirees. In other words, the responsibility for absorbing cost increases falls oniy
on the city of DeKalb and its employees or retirees. Without a realistic alternative
strategy, this cycle has no foreseeable end. As will be explained later, DeKalb may
choose to continue down this path. Alternatively, armed with the information and
recommendations in this report, the city will be able to bend the cost curve back in
its favor by initiating efforts in regards to contracts, cost containment and wellness.

2.  While GBS is able to provide DeKalb numerous reports regarding trends and cost
centers, in reality, the reports lack significance in terms of tracking GBS’ and BCBS’
contractual obligations. Most importantly, GBS and BCBS did not have any data that
showed how the cost of medical claims has been confrolled through common
medical claim audits. When asked, neither GBS nor BCBS could provide DeKalb
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with reports that describe how they are addressing contractual terms and the use of
standard medical claim cost containment practices. We believe that these common
industry reports are not available because GBS and BCBS do not perform a
substantive and measurable medical claim cost containment service.

There is a direct link between on-going high costs and medical claims associated
with preventable chronic diseases. It is our opinion that GBS and BCBS have not
provided timely and appropriate recommendations to control preventable chronic
disease and engage employees in their health. It is our consorted opinion that if
GBS and BCBS had acted more aggressively regarding the obligations in the ASO
or implemented best practices in wellness, the city of DeKalb's healthcare costs
would be lower by 5% or more from its 2012 costs. Indeed, coupled with a standard
cost containment program, the savings to DeKalb could reach 10% to 15% or more.
We caution DeKalb against concluding that the city should therefore switch brokers
or carriers or leave IPBC. Quite the contrary. We believe DeKalb is in the best
position to lower costs and improve employee health by remaining a member of
IPBC.

Related to wellness, based on a meeting with GBS, GBS indicated that any action
regarding wellness shouid depend on ‘what DeKalb wanted to do and DeKalb’s
culture’. We believe GBS’ approach is short-sighted. While EPI understands the
importance of DeKalb's freedom and decision making process, we equally
understand that DeKalb could have benefited from a thoughtful and data driven
recommendation from GBS several years ago. The data regarding prevention of
chronic disease is irrefutable and should have been formed into recommendations
instead of essentially leaving the client to learn about wellness, prevention and best
practices almost entirely on its own.

We find GBS and BCBS to be indifferent towards DeKalb’s rising healthcare costs.
Specifically, we see GBS and BCBS locked into a business model that generally
pushes costs to the employer and employee with little regard for taking their own
initiative in areas such a medical claim cost containment, case management and
nurse coaching.

Overview of Key Issues:

Under current circumstances, the cost of healthcare for the city of DeKalb is likely fo
continue to escalate. Given all of its other needs, the city of DeKalb will find the challenge of
paying the cost of healthcare beyond the pale. Recognized experts in examining
healthcare cost are estimating that over the next 3 - 4 years, the cost of healthcare for
individual and employer sponsored plans will increase 20% to 35%. This means that
DeKalb’s total annual cost (employer and employee shares) will most likely increase by $1
to $1.5 million in the aftermath of this adjustment period. The reasons for this anticipated
increase includes:
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For example, subsequent to EPl's 2009 report, DeKalb decided to continue to pay for
healthcare for existing retirees. In 2009, EPI strongly recommended against this.

in addition, the city has agreed to continue to pay retiree heaithcare for many existing
employees as oullined in the municipal code and labor contracts. In some cases, the city
has agreed to contribute $2,000 per year after the retired employee reaches Medicare
eligibility. Even after Medicare kicks in, DeKalb provides some employees with city
healthcare as a supplement plan or continues to annually pay into a plan for the employee.

For the FOP and |AFF the date of January 1, 2011, for Chapter 3 empioyees the date of
January 1, 2012, and far AFSCME the date ~f Darember 31, 2011, are significant. For
evimployess hired aner nese aawes, the ciy 15 reeased from paying for any retiree
healthcare and, ceases ta contribute toward “any 457 plan, PEHP or other similar plan”.

While DeKalb made substantial progress, the city continues to have a significant abligation
towards retiree healthcare and additional annual cash payments to employees and retirees
intc tax-deferred accounts, e.g., 457 {maiching} and PEHP.

Consequently, DeKalb will continue to incur a significant financial iiability. This excess strain
on DeKalb's budget will be evident for many years to come.

By way of comparison, DeKalb will continue to face annual retiree healthcare costs at a
level/ratio that most Chicago area municipalities do not face. EP! conducted a survey of 6
communities that in our opinion are useful. We calculated a simple ratio of OPEB liability
divided by the number of full time employees.

Town: Per-employee cost ratio:
St Charles: 827, 777

Bartlett: $36,196
Carpentersville: $23,391
Streamwood: $36,363

Glendale Heights: $22.612

Naperville: $9,000

DeKalb: $105,000

The average OPEB obligation for the other five communities is $25,890 compared to
DeKalb at $105,000.

The good news is that DeKalb expects this figure to drop. None of these other communities
offer employer paid retiree healthcare {higher costs may reflect retiree paid access to the
plan only}. Not offering paid retiree healthcare is the norm.

While DeKalb has made significant progress in this regard, what remains will continue to be
a serious drag on DeKalb's annual operating budget.

12
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There are worse situations. The city of Joliet has amassed an unfunded OPEE obligation in
excess of $220,000,000. According to an official with Joliet, the annual retiree healthcare
cost is a major constraint on the city's ability to pay for other normal operating and capitai
needs. Joliet's per employee ratio is $269,000.

In 2009, EPI also recommended that DeKalb require retirees te pay. perhaps over five
years, more towards their healthcare.

DeKalb's revised statement under GASB will be reported later this year; it will be telling
regarding the progress that has been made with the labor contracts and Chapter 3
Employees. Until this updated dollar amount is known, a more complete picture of DeKalb’s
annual and accumulated liability is unknown. Regardless, DeKalb’s annual cost/obligation
for retiree healthcare will continue t¢ be substantiai for the foreseeable future.

Since EPI's original recommendation, it appears that the most significant change DeKal'b
made was the elimination of retiree healthcare for future employees. While this is an
important change, there remains a substantial annual abligation.

13

















































































CHART B

SUMMARY OF KEY RECOMMENDATIONS (continuen)

Proposed Organizational Structure
Senior Management
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SUMMARY OF KEY RECOMMENDATIONS (continueq)

Short-Term (continued) 5 Impact

Costs/{Savings

3. Benefit Management

3A. Since the City is self-insured, acquire excess liability coverage to protect the Estimated additional
City against unforeseen claims $75.000-$150,000
3B. Eliminate the supplemental pay for non-sworn public safety and other {Internal analysis needed)

employees receiving workers' compensation and allow them to supplement
workmen’s compensations temporary and total disability benefit pay of 66%
with available sick leave

3C. Raise the level of % of health insurance premium contributed by erployees - (%35 N00/each 1%)
3D. Consider changing existing health plan coverage to the following; (Estimated $100,000 -
K450 NNM

- Qut of network coverage 80% to 70%
- Deductibles to $500 single, $1,000 single+one, $1,500 family
- Qut-of-pocket max $750/$1,000/%1,500 to $1,000/$2,000/$3,000
- Office visits from 10% to $20 per ($50 specialists)
- Limit the number of chiropractor visits/year and set a maximum
- Increase co-pays for formulating and branded drugs to $35 and $50, respectively
- Set a limit on number of visits to speech, occupational and physical
therapists and set a maximum
- Educate employees in the Section 125 Plan on cost of health coverage and use of generic drugs
- Increase the maximum set-aside for employees so they may achieve pre-tax
savings on incurred medical costs




SUMMARY OF KEY RECOMMENDAT'ONS {continued}

Short-Term ¢continued) $ impact
Costs/{Savings)
3. Benefit Management
3E. Eliminate the retiree health plan (reduce for existing retirees over time) - {51,000,000/year
subject to legal review and negotiations with union contracts done immediately or
$640,000/year over
fiva vhars

4. Qperational Efficiencies

4A. Although DeKalb already provides general fund services at lower cost than
the benchmarked cities, EP| recommends a further review of core service
leveis and non-core services for elimination or fees for use
{see revenue section of this document)

4B. Ceniralized purchasing (see organizational efficiencies section) See Chart A

4C. Centralized administrative support See Chart A
(see organizational efficiencies section of this document)

4D. Qutsour hicle maintenance and See Chart A
inspecti 'see organizational efficiencies

sectlion ot s aocument)




SUMMARY OF KEY RECOMMENDATIONS (c.ntinues)

Short-Term ccntinued; $ Impact
Costs/{Savings)

4. Qperational Efficiencies

4E. EPI also believes a lean process analysis would yield opportunities
in key departments

4F. Develop a performance based appraisal process with pay for performance
opportunities for all management and non-union employees

4G. Develop a budget process based on specific service outcomes and
priorities

4H. Work to establish a culture of continuous improvement
4l. Develop a shareholder participation and collaboration process
4J. Make it a practice to do long-term financial forecasts with monthly updates

4K. EPI also recommends looking at shared service and purchasing opportunities
with other governmental bodies

4L. Adopt new HR policies to reflect the changes recommended in this document

4M. Consider the creation of a fire district representing several communities {Needs internal analysis)




SUMMARY OF KEY RECOMMENDATIONS (:cntinueq)

Short-Term (continued) $ Impact
Costs/{Savings

5. Financial Policies. Management and Systems

5A. Adopt a debt management policy

5B. EPI recommends not making debt service payments from the general fund - ($1,400,000 to General
use property taxes over the life of the capital items instead — use general Fund Operating Budget)
obligation bonds to finance construction and property taxes to pay down the
bonds over the life of the asset - DeKalb should not use any other short-
term revenue sales tax, hotel tax, water surcharges to pay for building and
long-term assets — some increase in property tax may be necessary —

5C. Update investment policies in accordance with GFOA standards — review on an
annual basis

5D. Obtain a line of credit of $5M to manage cash flow needs — competitively bid Dependent upon use
the rate
5E. Regarding OPEB plans: Review actuary assumptions, the funding formula, Estimated $4,000-$6,000

establish a trust for holding assets and adopt an investment policy for invasting
the assels — review types of investments allowed by law for an OPEB plan -
determine if using best practices in the pension industry




SUMMARY OF KEY RECOMMENDATIONS {continued)

Short-Term (continued)

5. Financial Policies, Management and Syste 5

5F. Adopt a risk management policy which sets limits on self-insurance retention

5G. Set aside funds in a reserve account equal to the amount of self-insurance
retention to cover future losses

5H. Consider a risk management audit

81, Appoint two financial/investment experts to the police and fire pension boards

6. Infrastructure/Facilities and Equipment

6A. Put the police station on hold and develop a need and alternative study

6B. Hire a space planner to evaluate the municipal building and annex

6C. Develop a long-term infrastructure plan including building facilities and
equipment

$ Impact
Costs/(Savings)

Depends upon amount
retained — suggest
$1.000.000-$2,000,000
reserve

Estimated $0 - $25.000

Estimated $25,000




SUMMARY OF KEY RECOMMENDATIONS (continuca)

Short-Term continued) $ Impact

Costs/(Savings)

6. Infrastructure/Fagilities and Equipment

6D. Develop a system for evaluating ongoing infrastructure needs (i.e., criteria
for evaluation, payback period, prioritization relative to other needs, etc.)

6E. Consider issuing debt for longer pericds than current 10 year practice - (Debt spread over life of
15— 20 years various assets)

B6F. Analyze the lease vs. buy option for vehicles (Needs internal analysis)

8G. Create a vehicle replacement fund and fund monthly — not, however, as (Use real estate transfer
capital outlay from the general fund, The water utility fund should pay tax to fund)

for the costs of its own equipment, contributing to the vehicle maintenance
fund - this requires a referendum

6H. Evaluate the vehicle fleet, determine need for every vehicle and eliminate (Needs internal analysis)
all vehicles with low usage — rent heavy equipment as needed — pay mileage
or an allowance to employees that are currently assigned vehicles that are
not required for emergency responses in lieu of purchasing and maintaining
vehicles




SUMMARY OF KEY RECOMMENDATIONS (continueq

Short-Term (wniinued)

7. Organization Adds

7A. Chief Financial Officer (see organizational efficiencies section)

7B. Economic Development Director (see organizational efficiencies section)

7C. Communications Assistant Director (see organizational efficiencies section)

7D. Purchasing Manager (see organizational efficiencies section)

8. Revenue Sources

8A. Raise electric utility tax from 3% to 5%
88. Adopt a real estate transfer tax of $500 per $1,000 of sale price — this should
include commercial and industrial real estate

8C. Review and establish a policy regarding user fees for services including
elimination and reduction of some services (core and non-core)

$ Impact
Costs/{Savings)

$160.000

$160.000

$100.000

See Chart A

(3800 000-$1,000,000)

($500.000-8750.000)

(Estimated $100,000 -
$300,000) (very

rnncansafive)




SUMMARY OF KEY RECOMMENDATIONS (continuen)

Short-Term {continund)

8. Revenue Sources

8D. Conduct future water rate studics using a qualified engineering consultant
on a cost of service basis

8E. Motor fuel tax funds should not be transferred to the general fund except
for actual engineering costs for maintenance projects — use MFT funds
for maintenance of street and other infrastructure needs

Lang-Term

9. Funding

9A. Overtime, become less reliant on sales tax revenue while making property
tax revenue a larger part of the general fund revenue

$ Impact
Costs/(Savings)

(Costs offset by additional
fee ooportunities)

(Use to build infrastructure

{Needs internal analysis)




SUMMARY OF KEY RECOMMENDATIONS (continuen)

__L_O_rlg-Te M (continued) $ Impact
Costs/{Savings)

10.Fund, Risk and Debit Management

10A. Proactively approach reducing DeKalb's liability potential — have risk (Less liability exposure)
management repor

10B. Increase funding to police and fire pension plans to achieve 75% fundec Determined by actuary
status within 10 years

10C. Consider joining a risk management pool Needs internal analvsis
10D. Work aggressively to improve DeKalb’s bond rating $1,000,000 for 15%
- Increase size of general fund reserve to 15-25% - reserve; $4,000,000 for

25% reserve

10E. Get financial house in order then consider increasing capacity for
issuing more debt

10F. Develop a flood management plan and create a fund to manage costs Neeads internal analysis
over time




SUMMARY OF KEY RECOMMENDATIONS (continuen)

Long-Term iconunued;

11. Contract Management

11A. Conduct a comprehensive compens: on comparison including all
forms of benefits converted to cash earned per year

11B. Set a compensation policy and pay line
11C. Regarding police and fire contract;

- Increase number of steps to 7 or 8; increase spread evenly across
steps, adjust pay to be competitive with total compensation

- Review hours worked to comparables and adjust accordingly

- Review benefit days (vacation, sick, disability, longevity pay, eic.)
compare to comparables

- Eliminate disability benefit for firefighters who have not reached 7 years
vesting

- Offer disability insurance product for employees to purchase on their own
for those not vested in pension plan

- Negotiate uniform contracl lengths and expirations so DeKalb can more
efficiently manage benefit provisions

- Make plan designed for health and dental the same for all employees
(police, fire, everyone else)

- Adopt consistent premium basis either % of salary or % of premium

$ Impact
Costs/{Savings)

(Costs off-set by additional
savinas opportunities)

(Needs internal analysis)




SUMMARY OF KEY RECOMMENDATIONS (ccntinveq)

Long-Term icontinued)

11. Contract Management

11D. Decrease the number of steps from minimum to maximum (now 12) for
non-Union employees to 8 to coincide with union contracts

12.Pay and Benefit Management

12A. Regarding the pension plans, lobby state legislators to consider implementation

of a defined contribution plan for all new local government employees {or other
alternatives)

12B. Lobby state legislators for modifications in existing pension plans

12C. For senior management, benchmark salaries, vacation, sick time and
compensatory benefits againstcomparable communities, then sort comp
time policy and fair compensation - salary and benefits for senior management

$ Impact
Costs/(Savings)

Reduce cost from 25% to
40% of pay to a flat % of
pav per amolovee

(Needs internal analysis)




SUMMARY OF KEY RECOMMENDATIONS (continueq

Long-Term (contnuec) $ Impact
Costs/{Savings)

13 Economic Development

13A. Focus on economic deyelopment of higher end housing and commercial
development

13B. Begin formation of an airport authority

14, Revenue Source

14A. Consider other possible revenue sources
Increase parking and police fines

Increase ambulance fees

Increase contractual fire services and/or fees
Charge for leaf pick up

Implement vehicle stickers and fee

Consider student service fees




WHERE TO BEGIN

1.

4A.

4B.

As this report indicates, there is much work to be done to create a stable financial future for the City of DeKalb.
Having said that, this is quite doable. It will require leadership on the part of the Council and staff. Initially, it will
require some sacrifice; however, over time, it will create real opportunity for all City of DeKalb stakeholders. The

City has many assets which today are under utilized which, in the future, can help create the sirategic vision
identified in this report,

In thinking about all that needs to be accomplished, EPl recommends the following priorities as “where to begin™

In this econamic time, freeze employces wages for 1 year as the City is already considering.
Ston the post retirement healthcare immediately for new retirees and phase out for existing retirees.

Hire an Economic Development Director to create a proactive business-friendly economic
development approach.

Hire a Chief Financial Officer to manage the financial circumstances of the City and help Council and
staff with the financial implications of their decisions.

Hire a Purchasing Manager (reporting to the CFQO) and centralize the purchasing function. Provide a
savinos tarnet to ba achieved or exceeded.









