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EVELYN SANGUINETTI

LIEUTENANT GOVERNOR
STATE OF ILLINOIS

December 15, 2015

Honorable Bruce Rauner
Governor, State of Illinois
207 State House
Springfield, IL 62706

Dear Governor Bruce Rauner:

I am pleased to present to you the final report of the Local Government Consolidation and
Unfunded Mandates Task Force. As the chairman of the Task Force, I respectfully ask that you
consider our findings and partner with members of the Illinois General Assembly to support
reforms in order to provide efficient and effective government to the people of Illinois.

In Executive Order 15-15, you instructed the Task Force to study issues of local government and
school district consolidation as well as examine unfunded mandates in order to identify
opportunities to streamline government in Illinois and ultimately reduce costs to taxpayers. As
you will see throughout this report, our study of these issues has brought further light to the need
for greater local control in the state of [llinois.

Our recommendations are designed to empower Illinois citizens and to allow local officials to
lead by tackling consolidation, shared services and unfunded mandates on a case by case basis
dependent on the needs of each community. The role of the state in these matters is to remove
the obstacles that have prevented streamlined government and encourage efforts initiated by
local governments, reform groups, and taxpayers around Illinois in their pursuit of more
efficient, effective governance.

It is my intention to build upon the dedicated work of so many who contributed to this report by
pursuing tangible and meaningful change in these issues. I want to personally thank the Task
Force members, Northern Illinois University’s Center for Governmental Studies, and all of the
Associations that took part in our efforts. This could not have been done without their
commitment to the great state of Illinois.

Sincerely,
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Evelyn Sanguinetti
Lieutenant Governor

214 State House James R. Thompson Center
Springfield, Illinois 62706 100 W. Randolph St., Ste. 15-200
Phone: 217.558.3085 Chicago, Illinois 60601
Fax:217.558.3094 Phone: 312.814.5240
TTY: 800.563.7110 wwwltgov.illinois.gov Fax: 312.814.5228
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Hon. Evelyn Sanguinetti

Lieutenant Governor, State of Illinois
214 State Capitol

Springfield, 1L

Dear Lt. Governor Sanguinetti:

Illinois has long been recognized as having the largest number of governmental units and relatively high
effective property tax rates. Much of the existing governmental structure was created under very different
conditions that determined how public services are delivered. Concern about the large number of
governmental units in Illinois, compared with other states, has triggered several attempts in the past to
update or modernize the current delivery system.

Closely related to the costs of delivering local public services are mandates imposed by state government,
often without input from local officials or funding sources. While the State of Illinois has a State
Mandates Act, frequently the costs imposed on local governments are not calculated or disclosed.

In February, 2015, Governor Bruce Rauner, through Executive Order 15-15, created the Government
Consolidation and Unfunded Mandates Task Force which you chair. The Center for Governmental
Studies at Northern Illinois University is pleased to have worked with the Task Force in data-gathering
activities to inform analyses and recommendations to the Governor. We hope that our analyses provide a
basis for useful implementation activities as well.

Many agencies and individuals contributed to the data collection and analyses. Professional associations
representing local governments surveyed their members and their contributions were substantial.
Personnel in several state agencies helped us understand the mandates and ways to address them. Finally,
Brian Colgan and Brian Costin of your staff provided valuable guidance and direction during the course
of the project. We appreciate all of these efforts. As usual, nothing in this report necessarily reflects the
views of the Center for Governmental Studies nor those of the Board of Trustees of Northern Illinois
University.

Thank you for providing an opportunity for us to help with this important project.

Normam Ua Qe

Norman Walzer, Ph.D.
Senior Research Scholar and
Project Director
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EXECUTIVE SUMMARY

This final report is a product of collaboration between the Task Force on Local Government
Consolidation and Unfunded Mandates, the Office of the Lieutenant Governor, and Northern Illinois

University’s Center for Governmental Studies.

On February 13, 2015, Governor Bruce Rauner issued Executive Order 15-15 creating a Task Force
comprised of bipartisan members appointed by the Governor representing public and private
organizations with an interest in strengthening the efficiency and accountability of government and
education services throughout the State of Illinois. Chaired by Illinois Lieutenant Governor Evelyn

Sanguinetti, the Task Force’s purpose and responsibilities as outlined in Executive Order 15-15 include:

“The purpose of the Task Force shall be to study issues of local government and school district
consolidation and redundancy, and to make recommendations that will ensure accountable and efficient

government and education in the State of Illinois. The Task Force shall:

Conduct a comprehensive review of State laws relating to local government and school district

consolidation;

e Conduct a comprehensive review of State laws relating to unfunded mandates on local
government bodies and school districts;

e Identify opportunities to consolidate, streamline, or eliminate duplicative governmental bodies,
school districts, and taxing authorities;

e Identify opportunities to replace, revise, or repeal unfunded mandates placed on local
governments and school districts;

e Discuss solutions and impediments to consolidation of local governments and school districts;

e Analyze the success of programs and legislation with similar goals implemented in Illinois and
other states; and

e Prepare a final report to the Governor and the General Assembly making specific

recommendations to consolidate local governments and school districts with the goal of

improving the delivery of government and education services at a lower cost to State taxpayers.”



The Task Force held 16 meetings across the state and has heard testimony from 33 experts representing
government associations, nonprofit think tanks, researchers and state agencies. In addition, the Task
Force received more than 85 proposals and has endorsed 27 recommendations on topics relating to local

government consolidation and unfunded mandates.

BACKGROUND

With the highest count of local governments in the nation - 6,963 units - Illinois citizens pay some of the
top local tax rates in the country. This is especially true when it comes to the primary source of revenue

for most local governments in Illinois — property tax (Figure 1).

Figure 1. How High Are Property Taxes in lllinois?
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According to the U.S. Census of Governments, property taxes represented 28.4% of all state and local tax
revenue in Illinois, or approximately $25.5 billion in 2013. Property taxes are the largest own source
revenue in the state and exceed even intergovernmental revenue received from the federal government,
which amounted to $20.1 billion in 2013." Property taxes account for 61.3% of all local government

revenue in the State of Illinois.

In 2005, the Tax Foundation ranked Illinois as seventh highest in effective property tax rates in the nation.
Today, at 2.32% of market home value per year, Illinois residents pay the 2nd highest median effective

property tax rate in the country.2

PROPERTY TAXES

By far, the largest amount and percentage of property taxes are used by school districts (Figure 2). As
recent fiscal pressure on state government has increased, state aid for schools has decreased, thereby
placing more burden on local property taxes to finance services - especially those involving groups of

students requiring special services.

Illinois school districts represented 64%, or nearly two-thirds, of the property tax collections in 2012, an
increase in the past decade from 62.2%. Without question, unfunded mandates contributed to some of

this growth.

In addition to the high rates, Illinois is also the only state in the United States where a majority of its
residents pay property taxes to three layers of general purpose local government: county, township, and
municipal.’ This can lead to duplication of services and unnecessary layers of bureaucracy. Overall, these

general purpose governments collect 25% of property tax collections in the state.

12013 State & Local Government, State & Local Summary Tables by Level of Government, U.S. Census of Governments, February 3, 2015. Retrieved from
http://www.census.gov/govs/local/.

2 lllinois Now Has the Second Highest Property Taxes in the Nation, Chicago Magazine, January 2, 2014. Retrieved from http://www.chicagomag.com/real-
estate/January-2014/lllinois-Now-Has-the-Second-Highest-Property-Taxes-in-the-Nation/.

3 Boyd, Donald, Layering of Local Government & City-County Mergers, Nelson A. Rockefeller Institute for Government, March 21, 2008, Pg. 5. Retrieved from
http://www.rockinst.org/pdf/nys_government/2008-03-21-layering_of_local_governments_and_city-county_mergers.pdf.



Figure 2. Distribution of Property Tax Revenue in lllinois, By Type of Government
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In comparing tax collections by type of government, it is important to recognize the number and size of
governments included. For instance, the City of Chicago is a major player in municipal comparisons.
Reliance on property taxes in a specific government depends on other revenue-raising powers.
Municipalities have a broader assortment of revenue options than do counties and townships. In
addition, home rule municipalities have more powers to adjust their revenue structure and use a variety of

other local sources than non-home rule municipalities.

In some states, services such as parks and recreation, fire protection, and libraries, are often provided as
municipal or county functions. However, in Illinois, the Comptroller’s Office lists 38 separate types of
special service districts which represent 11% of property tax collections. Many of these special districts
provide services to a small group of residents for specific purposes and usually have few other revenue
sources. Thus they rely more on charges for services (e.g., park districts charge fees for sport teams) than
on a general property tax. However, in other cases, the special districts must rely on property tax

collection.



In addition to high property taxes, several metrics indicate that Illinois residents routinely pay high taxes
to fund the multiple layers of state and local government. Illinois consistently ranks in the top quartile

when it comes to key local government tax statistics:*
e 2nd highest effective property tax rate’
e 4th highest state and local wireless tax rate®

e 5th highest combined state and local gasoline excise tax rate, and 1 of only 7 states that charge a

general sales tax in addition to the gasoline excise tax rate.7
e 8th highest local tax collections per capita.
e 10th highest combined state and local sales tax rate.?
e 13th highest state and local tax as a percentage of personal income.

A large part of the reason why taxes are so high in Illinois is the result of an extraordinarily high number
of local governments coupled with financially burdensome unfunded mandates. The recommendations in
this report are designed to help reduce property taxes as well as modernize the delivery of local public

services.

LOCAL GOVERNMENT CONSOLIDATION

While individual local governments may take only a small percentage of the overall taxes, when
considered altogether the total is significant. Shortly after Governor Rauner issued the Executive Order
creating the Task Force, its Chair Lt. Governor Sanguinetti discussed with Task Force members the
number of local governments representing residents in her neighborhood in Wheaton, Illinois. The list
that developed accounts for those receiving a portion of property tax as well as other revenue sources like

sales tax and user fees, including:

4 Source: Tax Foundation, Facts and Figures, 2015; U.S. Census Bureau, Census of Government Finances, 2012,

5 Source: Tax Foundation, Facts and Figures, 2015; U.S. Census Bureau, Census of Government Finances, 2012.

6 State Gasoline Tax Rates as of January 1, 2013, Tax Foundation. Retrieved from http://taxfoundation.org/article/record-high-taxes-and-fees-wireless-consumers-2015.
7 Tax Foundation, 2013. Retrieved from http://taxfoundation.org/article/state-gasoline-tax-rates-2009-2013.

8 Tax Foundation http://taxfoundation.org/article/state-and-local-sales-tax-rates-midyear-2015.



1. DuPage County

2. DuPage County Forest Preserve District
3. DuPage County Airport Authority

4. Milton Township

5. Milton Township Road District

6. City of Wheaton

7. Wheaton Park District

8. Wheaton Mosquito Abatement District
9. Wheaton Sanitary District

10. Wheaton-Warrenville Unit School District 200
11. College of DuPage

12. DuPage Housing Authority

13. DuPage Water Commission

14. Regional Transportation Authority

15. Metra

16. Pace

Besides increasing costs for residents, when living in an area with too many layers of government, one’s
ability to participate in the democratic process is increasingly difficult. It is next to impossible for
residents to remember all of their officials’ names, let alone engage in meaningful dialog about what

services the agencies representing them perform.

In summary, a large part of the reason that Illinois is a high tax state is due to the high number and many
layers of local government. This is best exemplified by the primary source of revenue for local
governments in Illinois - the property tax. Thus, any efforts to address Illinois’ high tax problems must

include an examination of the numerous layers of local government.



UNFUNDED MANDATES

The other main driver of high property taxes and other local taxes in Illinois is unfunded mandates,
primarily imposed by the state. Local governments must determine how to pay for these unfunded
mandates, leaving fewer resources available for local governments to perform their core missions.
Unfunded mandates often force local governments to engage in more costly activities and consequently

they pass those costs to residents in the form of higher taxes or fees.

The number of new unfunded mandates has skyrocketed over the last few decades. Local government
associations, including the Illinois Municipal League and the Illinois Association of School Boards, have
documented substantial growth in the number of unfunded state mandates restricting local control of

local government activities.

The Illinois Municipal League identified 266 new unfunded state mandates imposed on their members
since 1982, an average of rate of 8 new unfunded mandates per year (Figure 3). And the Illinois
Association of School Boards documented the enactment of 145 state mandates imposed on schools since

1992, more than 6 new unfunded mandates per year (Figure 4).

Figure 3. Municipal Unfunded Mandates, 1982-Present
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Source: lllinois Municipal League, Report to the Local Government Consolidation and Unfunded Mandates Task Force.



Figure 4. School District Unfunded Mandates, 1992 - present
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Source: lllinois Association of School Board Officials, Mandates Enacted since 1992.

These unfunded mandates often come with large price tags (Tables 1A through 1E). Local governments

report some of the most burdensome, costly unfunded mandates to be:

Table 1A. Unfunded Mandates Cost Range Estimates — Public Pension

Government Type Average Annual Cost Range

Municipality $100,000 - $250,000

County $250,000 - $500,000
Township $25,000 - $50,000
Fire Protection District $50,000 - $100,000

Table 1B. Unfunded Mandates Cost Range Estimates — Collective Bargaining & Interest Arbitration

Government Type Average Annual Cost Range
Municipality $50,000 - $250,000

County $250,000 - $1,000,000

Fire Protection District $250,000 - $500,000




Table 1C. Unfunded Mandates Cost Range Estimates — Worker's Compensation

Government Type Average Annual Cost Range
Municipality $50,000 - $100,000
Township $25,000 - $50,000

Fire Protection District

$25,000 - $50,000

School District

$50,000 - $150,000

Community College

$50,000 - $150,000

Table 1D. Unfunded Mandates Cost Range Estimates — Health Insurance

Government Type Average Annual Cost Range
Municipality $50,000 - $250,000

County $500,000 - $1,000,000
Township $25,000 - $50,000

Fire Protection District $50,000 - $250,000

Table 1E. Unfunded Mandates Cost Range Estimates — Prevailing Wage

Government Type Average Annual Cost Range
Municipality $50,000 - $100,000

County $50,000 - $100,000
Township $10,000 - $25,000

Fire Protection District

$10,000 - $25,000

School District

§250,000 - $500,000

Community College

$150,000 - $250,000

Note: All cost ranges are based on Northern lllinois University-Center for Governmental Studies’ Survey Results and confirmed by the relevant government

association. For more information, see the Unfunded Mandates section of this report.

As the number of unfunded mandates on Illinois local governments increased, so did the cost of
government, measured as total expenditures per resident.
Consumer Price Index, expenditures per capita increased 23.8% during the past 20 years (Table 2). In

constant dollars, Illinois local governments spent $1,119 more per resident in 2012 than in 1992 on

average.

After adjusting for inflation using the



Table 2. Figure Local Expenditures Per Capita in lllinois, 1992-2012

Operating Expenditures Per Capita
Year Nominal Constant*
1992 $2,191 $3,594
1997 $2,638 $3,773
2002 $3,452 $4,418
2007 $4,290 $4,762
2012 $4,713 $4,713
% Change (1992-2012) 53.5% 23.8%

* 2012 dollar terms—adjusted for Consumer Price Index.
Source: U.S. Census Bureau, Census of Government Finances, 1992-2012.

Expenditures per capita decreased slightly since 2007 because of the Great Recession and the slow
recovery. Other revenue sources such as sales tax receipts also were relatively stagnant in this period
which reinforces the concern about the impact of unfunded mandates. Unfunded mandates added to the
burden on local governments and the cost of government in Illinois increased since 1992, at a rate that

clearly outpaced inflation.

The extensive testimony heard by the Task Force in conjunction with the results of the survey on
unfunded mandates indicated that taken together, Illinois’ many layers of local government and the
soaring number of costly unfunded mandates imposed on local governments by the state are two major
drivers of the high cost of local government in the state. Developing a plan to alleviate some of the major
tax burdens on Illinois residents and businesses must focus on these two problems. Addressing local
government consolidation in conjunction with costly unfunded mandates will alleviate the strain placed

on taxpayers and help improve service delivery of essential public services.



RECOMMENDATIONS

The Task Force was created not only to document problems relating to consolidation and unfunded
mandates, but also to propose government reform recommendations to the Governor and the Illinois
General Assembly. In the 16 meetings since its creation, the Task Force voted to endorse 27
recommendations. A short summary of each recommendation is provided below. The entire text of each
recommendation, as approved by the Task Force, is in the Proposals and Recommendations section at the

end of this report.

Consolidation-Related Recommendations:

1. Enact a 4-year moratorium on creating new local governments. (Considered on June 24, 2015;

Proposal Passed: 21-1-0)

e Enact a four-year moratorium on creating new local governments, unless this new government is

a result of the consolidation of two or more existing local governments.’

2. Empower Illinois citizens to consolidate or dissolve local governments via referendum. (Considered

on June 24, 2015; Proposal Passed: 21-1-0)

e Set a maximum petition signature requirement of 5 percent of votes cast in the last general
election to bring forward a referendum relating to the consolidation or dissolution of a local unit

of government.

3. Expand DuPage County’s pilot consolidation program to all 102 counties. (Considered on June 24,

2015; Proposal Passed: 21-0-1)

e Extend to all 102 counties in Illinois the authority to dissolve or consolidate government units

whose boards are appointed by the county. (Public Act 098-0126)

4. Allow all townships in the state to consolidate with coterminous municipalities via referendum.

(Considered on October 19, 2015; Proposal Passed: 14-0-1)

° This recommendation was enacted in law as PA 99-0353 and will be made effective January 1, 2016.
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e Extend to the 19 other coterminous municipalities/townships in Illinois the same authority that
was granted to voters in Evanston Township to hold a referendum to consolidate the township

into the city of Evanston. (Public Act 98-0127)

Remove the limitation capping a township size of 126 square miles. (Considered on October 19, 2015;

Proposal Passed: 14-0-1)

e Remove the 126-square mile cap on townships to allow larger consolidation of two or more

townships into one.

Allow counties to retain their existing form of government following a successful referendum to

dissolve townships into the county. (Considered on October 19, 2015; Proposal Passed: 14-0-1)

e Current law requires any county that dissolves its townships into the county to change its
structure to commission form of government and cap the number of county board members to

five. This proposal allows counties to retain their current form of government.

Hold taxpayers harmless from township consolidation. (Considered on October 19, 2015; Proposal

Passed: 14-0-1)

e Allow a county board or citizen-initiated township consolidation referendum to peg the year one

local tax rate to the lowest rate among consolidating townships.

Allow counties with fewer than 15,000 parcels and $1 billion in Equalized Assessed Value (EAV) to
dissolve all of the elected township assessors and multi-township assessment districts into one, newly-
elected county assessor position and office - by majority vote of the county board or via citizen-led

referendum. (Considered on October 19, 2015; Proposal Passed: 14-0-1)

e Consolidation of the township assessor position in the aforementioned circumstances would

provide standardized services and a reduced occurrence of unequal assessment practices.

Protect the Intergovernmental Cooperation Act. (Considered on November 19, 2015; Proposal

Passed: 15-0-1)

e Encourages local governments to continue to coordinate service offerings through

intergovernmental agreements.



10. School District Consolidation: Provide the Illinois State Board of Education (ISBE) flexibility to

11.

12.

incentivize outcomes of school district consolidation. (Considered on November 19, 2015; Proposal

Passed: 14-0-2)

e School district consolidation can lead to enhanced academic offerings, K-12 curriculum
alignment, and improved administrative efficiencies. Incentivizing these outcomes through ISBE
could lead to school district consolidation without the application of a one-size-fits-all

consolidation model.

Encourage state agencies — when allocating discretional state and federal funds to local governments —
to encourage regional sharing of public equipment, facilities, training, resources, and administrative

functions. (Considered on November 19, 2015; Proposal Passed: 16-0-0)

e Local units of government can achieve significant savings through the consolidation and sharing
of services, assets, personnel and function. State agencies should be empowered to incentivize

good government, intergovernmental cooperation.

Allow merger of general township road and bridge districts that maintain less than 25 miles of road.

(Considered on November 19, 2015; Proposal Passed: 12-0-4)

e Current law requires township road and bridge districts with less than 5 miles of road to
consolidate into the general township. This proposal would allow consolidation at fewer than 25

miles.

Unfunded Mandate-Related Recommendations:

1.

Modernize newspaper public notice mandates. (Considered on June 24, 2015; Proposal Passed:

20-0-0)

e Expand public notice mandate requirements to allow local units of government the option to post

online public notices and other public information.

e Expand public document retention requirements to allow local units of government the option to

store public documents digitally.



Repeal or reform Prevailing Wage. (Considered on June 24, 2015; Proposal Passed: 14-5-2)

e The repeal or reform of prevailing wages would provide units of government and school districts

more local control over contracting.

Provide third-party contracting mandate relief for school districts. (Considered on June 24, 2015;

Proposal Passed: 18-1-1)

e Allow schools to contract out non-instructional services like those relating to building

maintenance, transportation and food preparation, among others, in a more competitive manner.

Implement physical education mandate relief for school districts. (Considered on June 24, 2015;

Proposal Passed: 19-1-0)

e Provide local school districts the flexibility to allow physical education exemptions to children for

certain academic reasons or to children who are involved in other qualified physical activities.

Provide driver education mandate relief for school districts. (Considered on June 24, 2015; Proposal

Passed: 17-2-1)

e Provide local school districts the authority to contract with a qualified commercial driver training

school to provide driver education to students.

Make collective bargaining permissive, instead of mandatory. (Considered on November 19, 2015;

Proposal Passed: 15-1-0)

e Allow locally-elected municipal boards and councils, counties and school districts the authority to
decide whether employment issues should be mandatory or permissive subjects of collective

bargaining.

Eliminate minimum manning from collective bargaining. (Considered on November 19, 2015;

Proposal Passed: 14-1-1)

e Restore the authority of a municipality and fire protection district to determine staffing needs -

thus revoking PA 98-1151.



10.

11.

12.

PSEBA: Use the federal definition for catastrophic injury. (Considered on November 19, 2015;

Proposal Passed: 13-0-2)

e Modernize the Public Safety Employee Benefit Act, by adding the federal definition of
‘catastrophic injury’ to ensure personnel, their spouses, and children receive support when the

individual is injured on the job and is unable to secure gainful employment.

Allow arbitrators to use existing financial parameters of local government as a primary consideration

during interest arbitration. (Considered on November 19, 2015; Proposal Passed: 13-0-2).

e Currently only provided to Chicago Public Schools, this proposal requires arbitrators to make

existing revenues the primary consideration during interest arbitration.

Require an annual state review of unfunded mandates on local government. (Considered on

November 19, 2015; Proposal Passed: 15-0-0)

e In 1987, the Department of Commerce and Economic Opportunity was required (PA 84-1438) to
conduct a one-time review of unfunded mandates. This proposal requires an annual review of

unfunded mandates on local governments.

Merge downstate and suburban public safety pension funds into a single pension investment

authority, as amended. (Considered on November 19, 2015; Proposal Passed: 15-0-1)

e  With 656 funds, Illinois has more than 16 percent of the nation’s 3,992 public pension funds, but
only 4 percent of the nation’s population. The proposal would merge downstate and suburban

public safety pension funds into a single pension investment authority.

Pass a constitutional amendment on unfunded state mandates. (Considered on December 1, 2015;

Proposal Passed: 13-2-0)

e The amendment should require the state to reimburse local governments school districts for

increased expenses relating to future state mandates.

e Future unfunded mandates need to be characterized as “not reimbursable” and must pass each

chamber by a three-fourths majority.



13. Requests the Governor use his amendatory veto power to insert “if economically feasible” language
into any legislation authorizing new unfunded mandates on local governments and school districts.

(Considered on December 1, 2015; Proposal Passed: 14-1-0)

e By tying economic feasibility to compliance with unfunded mandates the Governor can end

future costly unfunded mandates.

14. Economic Feasibility Exemption for local units of government, school districts, community colleges

and institutions of higher education. (Considered on December 8, 2015; Proposal Passed: 14-0-1)

e Provides a process for certain government bodies to exempt themselves from compliance with

unfunded mandates when they determine it is not economically feasible to do so.

15. Give control of employee retirement benefit packages back to local governments for new employees.

(Considered on December 8, 2015; Proposal Passed: 13-1-1)

e Provide local governments the authority to provide blended Social Security and 401k plans to new
non-public safety employees and blended defined contribution / defined benefit plans for new

public safety employees.



NEXT STEPS

Following the submission of this report, the Task Force will be dissolved per statute. Members will be
invited to join Lt. Governor Sanguinetti to promote the aforementioned recommendations as legislation

in the next session of the Illinois General Assembly.

While legislation is important in driving most of unfunded mandates changes, significant progress can be
made on the topic of consolidation through the promotion of shared services and intergovernmental
agreements. Local units of government around the state are identifying opportunities to streamline service
offerings. Northern Illinois University’s Center for Governmental Studies and the Office of the Lt.
Governor plan to collaborate on an annual Illinois Journal of Shared Service Best Practices to promote

good government partnerships in Illinois and encourage replication.



INTRODUCTION

Building on previous efforts by the Local Government Consolidation Commission and on-going work by
several counties, including DuPage and Sangamon, Governor Bruce Rauner created the Task Force on
Local Government Consolidation and Unfunded Mandates, chaired by Lieutenant Governor Evelyn

Sanguinetti, in February, 2015.

The Task Force, comprised of 28 members representing current and past elected officials, public and
private organizations, state agencies, and members of the Illinois General Assembly, was instructed to
study issues of local government and school district consolidation and redundancy, and make
recommendations to ensure the accountability and efficiency of government and education in the State of
linois. The Task Force held 16 meetings across the state and heard testimony from 33 experts from

government associations, nonprofit think tanks, researchers, and state agencies.

As Chair of the Task Force, Lt. Governor Sanguinetti met with local government officials in all 102
counties in Illinois to collect local input and best practices relating to shared services, consolidation and
unfunded mandates. She also launched a public portal to collect public input and suggestions via her
website. Lastly, the Office of the Lieutenant Governor collaborated with Northern Illinois University’s
Center for Governmental Studies (NIU-CGS) to gather and help identify unfunded mandates and their
costs; examine opportunities to modernize the structure of local governments; and report best practices in

states that had previously worked with streamlining initiatives.

The Task Force, Lieutenant Governor Sanguinetti, and NIU-CGS and have received more than 85
proposal recommendations relating to unfunded mandates, consolidation, as well as streamlining from
more than 500 units of government, elected officials, Illinois residents and government associations. The
Task Force voted to endorse 27 specific proposal recommendations. All recommendations, endorsed or

submitted, are included in this report to the Governor and Illinois General Assembly.



LOCAL GOVERNMENT CONSOLIDATION

According to the U.S. Census of Governments, Illinois has more units of local government than any other
state in the nation. As the 5" most populous state and the 25® largest by area, the number of local
governments is dramatically out of proportion with the rest of the nation. This high count of
governmental units creates inefficiencies and increased bureaucracy whose cost is ultimately borne by the
taxpayer. The extraordinarily large number of governments demonstrates that consolidation of local

governments in Illinois is necessary to improve efficiency and reduce taxes.

. COUNT OF GOVERNMENTS

Number of Governments

Disagreement exists within Illinois regarding the exact number of governments, partly because reporting
requirements differ among the three agencies recording the data: the Illinois Office of the Comptroller,
the Illinois Department of Revenue and the U.S. Census Bureau. These sources use different criteria for

including governments, such as legal requirements to report and autonomy in local decisions.

While the U.S. Census Bureau, Census of Governments (COG) lists 6,963 units of government in Illinois,
the Illinois Office of the Comptroller (IOC) lists 8,480 units of government, and the Illinois Department
of Revenue (ILDR) lists 6,027 taxing districts (Table 1). The conflicting numbers add to the confusion
about governmental structure and complicate comparisons with other states. It also may indicate that
local government in Illinois is so complex and numerous that the problems are even bigger than generally

understood.

A more complete examination of the differences between the various sources of local government counts
can be found in the Detailed Comparison of Counts of Government in Appendix C at the end of this

report.



Table 1. Comparison of Government Counts

Government Type 10c 06 IDOR
Address Listing Listing Taxing Districts

Total 8,480 6,963 6,027
Total, Exdl. Road/Bridge and Multi-Twp. Assessment 6,777 6,963 6,027
Township 1,430 1,431 1,431
Road and Bridge Districts 1,391 - -
Municipality 1,297 1,298 1,295
School District (Including Community Colleges) 896 905 899
Drainage / Flood Control 852 905 5
Fire Protection 825 837 -
Library 351 345 350
Parks and Recreation 347 397 370
Soil/Water Conservation, Sewerage, Water Supply 328 341 56
Soil/Water Conservation 124 m 33
Water Supply 96 101 23
Sewerage 108 102 -
Water Conservation and Supply - 1 -
Sewerage and Water Supply - 26 -
Multi-Twp. Assessment Districts 312 - 327
Housing and Community Development 114 114 -
County 102 102 102
Highways (Incl. Street Lighting) 81 25 -
Cemeteries 27 69 33
Health (Non-Hospital) 29 30 -
Air Transportation 27 33 28
Hospitals 19 19 16
Other Utilities (e.g., Transit) 18 30 6
Other Natural Resources " 10 -
Other Single Function Districts (e.g. Planning Agencies) 10 25 -
Other Transportation (e.g. Port Districts) 10 7 -
Solid Waste 3 M 5
Multipurpose Districts - 27 -
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Local Government Trends in lllinois and Other States

In preparing this section, NIU-CGS identified the 2012 COG as having the most recent data for interstate
comparisons. Because the Task Force is charged with identifying ways to modernize local governments
and comparing Illinois with other states, subsequent analyses in this report use COG data, although as

noted previously, this data source has fewer governments than the IOC estimates.

In 2012, Illinois reported 1,816 more governments than the next highest state, with Texas at 5,147 and
Pennsylvania following with 4,897. The total alone is eye-opening, and a further examination of trends in
Illinois makes it clear that the state and taxpayers are served by many duplicative units. In fact, Illinois is
the only state where a majority of its residents have three layers of general purpose government

(municipal, township and county).

More specifically, Illinois has:

e 1,298 municipalities (the most in the nation),

3,227 special district governments (the most in the nation),

1,431 township governments (3rd most in the nation),

905 school and community college districts (3rd most in the nation), and

102 county governments (6th most in the nation).

The structure of governments varies with population density since basic services must be provided to
residents in even small communities. However, in 2012, Illinois had an average of 3.3 local governments
per 10,000 residents in metro counties and 21.2 per 10,000 residents in non-metro counties. Governments
per 10,000 residents are negatively correlated with county population, meaning the larger number of
governments per resident in non-metro counties reflects smaller populations served. Thus, comparisons

by states are limited by the population differences.

On a per resident basis, Illinois ranks 14" among states for most governments in metro counties and 5
highest for most governments in non-metro counties. Thus, compared with other states, Illinois has a
relatively high concentration of local governments in metro areas but even more so in non-metro areas.
Some services provided by governments such as municipalities, counties, school districts and others, must

be delivered regardless of population size so that smaller areas have higher average ratios of government
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units to population. Likewise, special districts in more populous areas operate on larger scales, which help
explain the proportionally fewer governments in highly populated counties. This comparison suggests
that opportunities may exist in both metro and rural areas to change responsibilities for delivering

services to reduce overall expenditures and make the delivery system more transparent.

One factor is that 85 counties in Illinois have the township form of government, which is more common
in the agricultural Midwest than in other areas. While no state with townships ranks in the top 10 states
for lowest government density, some comparable states also with townships have proportionally fewer

governments than Illinois, including New York*?, Michigan and Wisconsin.

The number of governments, by COG records, has changed and the number in Illinois decreased 31 units
between 2007 and 2012, with most of the reduction involving special districts, such as sewer districts and
public building commissions. Likewise, 22 other states lost governments since 2007, with Indiana
(reduction of 522), Kansas (reduction of 105), and Nebraska (reduction of 78) reporting the sharpest
decreases. In Indiana and Nebraska, a majority of the reductions were in metro counties and further study
of these trends is warranted. At the other extreme, Texas, California, and New York all increased in
number of governments since 2007, although the growth was proportional to population increases, i.e.,

governments per 10,000 residents did not change significantly in these states.

Compared with other states, the number and concentration of government units in Illinois is out of
proportion with the state’s size and population. The large number of taxing bodies is inefficient and may
be a significant driver of the higher property taxes levied on Illinois residents. This perception is
supported by efforts of several counties in Illinois to reorganize delivery of local public services and

reduce the overall number of governments involved. These efforts will be discussed in more detail later.

Distribution of Property Taxes
After examining the count of governments in Illinois in comparison with other states, the number of units
of government likely contributes to the fact that Illinois has the second highest effective property tax rates

(property taxes divided by median property values) for residential property in the nation.

10 New York has sub-county governments referred to as towns, which the U.S. Census Bureau functionally classifies as townships.
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By far, the largest amount and percentage of property taxes are used by school districts (Figure 1). The
amount of taxes collected is affected by access to other revenue sources such as state aid. With the recent
fiscal setbacks in state government, school aid has decreased which places more pressure on local property
taxes to finance services especially those involving groups of students requiring special services. Statewide,
in 2012, school districts represented nearly two-thirds (64%) of the property tax collections in Illinois; this
percentage has increased from 62.2% in 2002. Without question, unfunded mandates contributed
substantially to this growth.

Figure 1. Distribution of Property Tax Revenue in lllinois, by Type of Government

Counties Townships
8% 2%

State Government
<1%

Special Districts, e.g.,
Fire Protection,
Parks and Rec.
11%

Municipalities
15% School Districts
64%

Source: U.S. Bureau of the Census, 2012 Census of Governments.

Municipalities collect the second largest share (15%) of property tax collections in Illinois. The number
and size of governments must be included in comparing tax collections. For instance, the City of Chicago
is a major player in municipal comparisons. Reliance on property taxes depends on other revenue-raising
powers. For example, municipalities have a broader assortment of revenue options than counties; home
rule municipalities have more powers than non-home rule municipalities to adjust their revenue structure

and take advantage of local sources.
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Collectively, special districts including fire protection, parks and recreation, and other governments,
represent 11% of property tax collections. Many of these agencies serve a small group of residents for
specific purposes and usually have relatively few other revenue sources. Thus, they rely more on charges
for services rather than a general property tax, such as when park districts charge fees to teams for
participating in sports.

Another trend contributing to Illinois’ high property tax rates is the steep decline in property values, and a
lack of recovery, from the housing price collapse beginning in 2007. Illinois has not yet recovered from
the housing collapse. Average home values peaked in the first quarter 2007 with an average home value of
$265,174. Eight years later home prices still haven’t recovered with an average home value of $244,432 in

the first quarter 2015, nearly 8% lower than the peak.!!

The drop in home values contributes significantly to increased effective property tax rates. In some cases
the effective property tax rates have become exorbitant. For example, the community of Ford Heights in
southwestern Cook County has an effective property tax rate of 12.8% per year. This means every eight
years taxpayers in Ford Heights are paying more in property taxes to local governments than their house
is worth. This leads to tax foreclosures and flight from a community. If property tax rates continue to rise

in Illinois, more families will be faced with the difficult decision of moving or foreclosing their homes.

In Summary: At times, creating governments may seem to be the simplest and fastest way to raise
revenues to serve specific populations, given state requirements and other restrictions. But this has caused
Illinois to become weighed down by the overwhelming number of taxing bodies and bureaucratic

deficiencies.

While the number of local governments in Illinois is large and confusing, a careful analysis can provide
options to at least reduce Illinois’ position relative to other states. This report offers insights into ways for

local governments to reorganize and create more efficiency and cost-savings.

Efforts to encourage modernization and improve efficiencies at the local level will require, in some cases, a
review of state legislation and administrative requirements affecting revenue-raising powers. At a
minimum, decisions regarding the structure for delivering public services are local, so improving the

ability and flexibility of local decision-makers to adjust this structure is essential in modernization efforts.

" Land Prices by State, Land Prices by State Dataset, Lincoln Institute of Land Policy. From https://www.lincolninst.edu/subcenters/land-values/land-prices-by-state.asp.
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II. OBSTACLES TO CONSOLIDATION AND COLLABORATION

The Local Government Consolidation and Unfunded Mandates Task Force found significant obstacles to
local government consolidation in Illinois. It is simpler to create a new unit of local government than it is
to eliminate or merge one. This leads to duplication of services, lack of public oversight and higher costs
to the taxpayers. Issues with existing Illinois laws, hurdles facing citizens when mobilizing consolidation
efforts, and cultural, political and technical obstacles all contribute to an environment that makes it

difficult to consolidate government in Illinois.

[llinois State Law Makes Consolidation Difficult

Existing state law is the greatest obstacle to local government consolidation in Illinois. Historically,
consolidation-related legislation has been crafted narrowly to apply only in specific circumstances, rather

than to the entire state.

For example, as of 2014, Evanston Township in Cook County was one of 20 townships in Illinois that was
coterminous with a municipality. Both municipalities and townships are considered general purpose

governments and often perform the same types of services, such as road and bridge maintenance.

After an advisory referendum was held to show support for consolidating Evanston Township into the
City of Evanston, a state law was introduced and passed in the Illinois General Assembly. However,
instead of the law applying to all 20 coterminous townships, this narrow law applied only to Evanston

Township.

While narrow legislation is easier to move through the legislature, specifying the scope of consolidation
requirements to apply only to a single township or other governmental unit in Illinois excludes similar
units from proactively taking efficient and tax-saving measures. In light of this, The Task Force has made
the recommendation to allow all townships coterminous with municipalities in Illinois to merge together

via a binding referendum.

An additional example is the consolidation powers given in Senate Bill 494 (PA 98-0126), which allowed
only DuPage County to begin the process of consolidating local government units whose boards were

appointed by the county.
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Task Force Member Chairman Dan Cronin of DuPage County testified that since the passage of SB 494
(PA 98-0126), DuPage County has successfully eliminated 3 of the 13 eligible local governments and is
working on merging more. The pilot project has earned many accolades and endorsements from
newspapers and good government organizations across the state. However, the legislation was narrowly

crafted to apply to only DuPage County.

There have been attempts to expand this pilot project to the other 101 counties in Illinois, but those
efforts have been resisted by the General Assembly. For example, HB 229 aimed to expand those
consolidation powers to just two more counties, McHenry and Lake, but stalled in the state Senate after
passing in the House with bipartisan support. The Task Force has made the recommendation to extend

the consolidation authority granted to DuPage County to all 102 counties in the state.

Statutes or regulations that have become outdated as part of population and technological changes can
pose obstacles in locally initiated efforts to modernize government structure and delivery. This is
illustrated in the case of McHenry County, where existing state statutes raised obstacles when
consolidation was allowed. Residents urged county board members to consolidate 17 townships into 4. In
researching the issue, the citizens group found that an outdated state law caps township size at a
maximum of 126 square miles. Residents were instead forced to pursue a consolidation to 8 townships,
where township size would be less than 126 square miles. Understanding this arbitrary hurdle, Task Force

members voted to eliminate the 126 square mile cap.

The square mile cap was not the only state-induced hurdle for these McHenry County residents. Under
state law, when two or more townships consolidate with different tax levies and rates, law dictates a
formula for tax harmonization. The formula often results in one township paying a higher tax rate
following consolidation, which creates difficult political hurdles for a referendum because it would require
residents to vote for what appears to be a tax increase. The problems with this law are not simply political.
The formula fails to recognize savings associated with consolidation of township administration and
service offerings when determining the new tax rate. Task Force members addressed this issue by
allowing a county or citizen-initiated consolidation referendum to set the property tax rate equal to the

lowest rate among the consolidating townships, in order to prevent a tax hike from consolidation.
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The lack of legal avenues available to local units of government that wish to undertake streamlining and
consolidation efforts is a major hurdle preventing efficiency in Illinois and is keeping the number of

governments at unmanageably high levels.

lllinois Citizens Not Empowered to Consolidate

In many instances, Illinois citizens have no effective power to consolidate local government, even if there
is strong local support to do so. For example, if Illinois residents wanted to consolidate townships into the
county they would find it has never been successfully accomplished in the state via citizen-initiated
referendum because of the unduly burdensome requirements in some cases and the absence of a process

in others.

Illinois state law technically allows citizens to initiate a referendum to consolidate townships into the
county structure, but the requirements are so burdensome it is virtually impossible to do so. State law
requires citizens to collect signatures from 10% of registered voters in every township to be merged in
only 90 days to place a referendum on the ballot. If they do not meet the requirement in every single
township in the county, the measure can be thrown off the ballot in its entirety. This is an extremely high

threshold.

By comparison, to place a state constitutional referendum on the ballot citizens are only required to
collect 8% of the total votes cast statewide (effectively about 4% of registered voters) in the previous
gubernatorial election; they have 540 days to collect the signatures; and there is no such requirement
mandating signature levels in any sub-jurisdictions.'? Illinois’ signature requirements for a citizen-
initiated constitutional amendment referendum are higher than many other states, making the

referendum requirements for township consolidation seem even more unrealistic.

As difficult as it is for citizens to initiate a referendum to merge townships into a county, there exists no
process in the statutes that allows the consolidation of many other types of local government in Illinois.

There is no method in Illinois to merge municipalities and their powers into a townships structure, as has

12 Costin, Brian, Too Much Government: lllinois' Thousands of Local Governments, lllinois Policy Institute, November 2013, Retrieved from https://www.illinoispolicy.org/
reports/too-much-government-illinois-thousands-of-local-governments/.
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been done in nine states (Maine, Massachusetts, New Hampshire, New Jersey, North Dakota,

Pennsylvania, Rhode Island, South Dakota and Wisconsin). 13

There is no method for citizens to initiate referendums to merge special purpose districts into a general
purpose government. In other states, fire protection, parks and recreation, and library services are often
performed within a department of a municipality or county government. In Illinois, they are separate
special purpose local governments. Often the only type of consolidation option available is to merge into a

similar type of local government that shares a border, such as two adjoining park districts.

To address these obstacles, the Task Force made the recommendation to standardize consolidation-
related referendum requirements and apply these rules to allow the consolidation of all types of local units
of government in Illinois. The endorsed requirements would require citizens to secure, within 180 days,
signatures totaling 5% of the votes cast in the last general election for each of the consolidating units of
government. The recommendation also allows for different types of local government to be merged
together through a consolidation referendum, such as merging a library or park district into a

municipality.

After extensive testimony, the Task Force came to the conclusion that there can be no one size fits all
approach to consolidation in Illinois. Units of government mean different things to different
communities in different parts of this diverse state. Effective consolidation must begin at the local level
with the support of the taxpayers being served. Major changes must be made to state laws governing the
consolidation process in order to enable local control, with a priority on empowering citizens to

determine the form and function of their local governments.

Cultural, Political and Technical Obstacles to Consolidation
Challenges relating to state law and local control aren’t the only barriers to consolidation. Significant

cultural, political, and technical challenges influence consolidation efforts as well.

The perceived loss of local identity or control in providing a service is a problem for many communities

considering consolidation, especially when it comes to school districts. Consolidating schools often means

3 population of Interest-Municipalities and Townships, U.S. Census Bureau. Retrieved on 12/9/2015 from https://www.census.gov/govs/go/municipal_township_govs.
html.
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the transfer of services and teachers from at least one community to another. This represents not only a
loss of local income but also means changes to an institution, and its athletics department, with which

many residents closely identify.

Thus, unless the cost-savings are immediate and substantial, there may be considerable local resistance to
a consolidation. The community losing a school may also feel the loss of a highly visible local institution,

thereby contributing to population and economic declines.

Additionally, local leaders may be reluctant to relinquish direct control over the provision of a local
service. This may be for fear that poor quality, or other issues, will reflect negatively on their
administration without an ability to remedy the situation. Furthermore, the elimination or consolidation
of units of government means some local elected/appointed officials will lose their position. Downsizing
is never an easy decision for a board. In the spirit of government consolidation, this applies not only to
elected and appointed officials, but to local service personnel as well. Politically, this can be an

unattractive situation even if it decreases long-term costs for taxpayers.

Somewhat similarly, a joint purchasing arrangement managed by a state agency can reduce costs to local
governments. But the cost-savings can come with a loss of local spending which may adversely affect the
local economy. Joint purchasing almost always involves some standardization of the items purchased

which may meet with resistance from public employees engaged in delivering the service.*

Reaching general agreement on the level and types of services that will be provided under a cooperative
agreement can also raise local opposition. Unless both groups agree on both the services to be provided
and responsibility division for various tasks, collaborations can be difficult to implement, especially when

the cost-savings are not materialized immediately.

In testimony given to the Task Force on E911 consolidation efforts, Brent Reynolds, Director of the
Glenview Public Safety Support Services Department, described incompatible technology as one of the

technical challenges to E911 consolidation. While communities across Illinois have benefited from the

' Johnson, R.A. & Walzer, N. (2000). Local Government Innovation: Issues and Trends in Privatization and Managed Competition. Privatization and managed competition:
Management fad or long-term systematic change for cities (Chapter 9). Westport, CT.

29



consolidation of dispatch services there are often increased startup costs involving technological upgrades
to ensure compatibility of communication equipment between dispatchers for police and fire

departments.

Additional technical obstacles exist due to state regulations and/or requirements, making collaborative
relationships more difficult. In the case of consolidations of two agencies, one of which has considerable
debt, the recipient government may be unwilling to take on additional debt. Likewise consolidation of two
groups may mean that employees must enter another retirement system or have their employee status or

benefits affected in the merger.

A major technical obstacle to school consolidation is harmonization of salaries between teachers in two
different districts. It is customary in Illinois when consolidating school districts to blend together the
teacher salary schedules to the highest levels of either contract. While the State of Illinois has a grant
program to pay for this, it is only available for the first four years after a consolidation commences. After
four years the new school district may be in a worse financial position than prior to the merger, due to

increases in teacher salaries surpassing the savings realized from administrative or resource consolidation.

Another concern involves access to comparable data among governmental units. Different accounting
systems and difficulties in accessing information make a serious evaluation of cost-saving potential or
other considerations difficult. When two local governments are considering consolidation they may face

difficulties from misaligned budget years, a small but meaningful consideration.

The issues raised in testimony and discussions during Task Force meetings resulted in numerous
recommendations issued later in this report. In some cases, the most suitable strategies involve
publicizing best practices and training programs so that local leaders can learn how other governmental
agencies successfully addressed cultural, political and technical issues when consolidation was the best

option at the local level.

In Summary: Solutions to most of these obstacles to consolidation are legislative and will require
actions by the General Assembly. Modifying state law to accommodate and encourage consolidation
efforts and providing guidance on additional challenges is vital to reduce the number of governments

throughout the state in order to achieve an effective and efficient local government structure in Illinois.
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III. LOCAL CONSOLIDATION AND RESOURCE SHARING EXAMPLES

As in many states, a new norm exists where scarce resources and significant budget cuts are affecting how,
and if, government organizations are able to provide adequate services to constituents. It has become
essential for governments at every level to seek out efficiencies and innovative ways to do more with less,
as well as determine priorities for services within the context of their own communities and regions. The
need to address specific public policy issues on a regional versus individual community basis is not new,
and regional delivery of services has gained momentum in the past decade at all levels of government due

to tightening budgets and demographic changes.

This section examines strategies and promising practices in resource sharing as ways to streamline or
improve service delivery arrangements, both in Illinois and other states. Common practices include
working with new technology and reducing costs associated with paperwork and other administrative
activities. An effort was made to focus on several themes identified as challenges in Illinois by the agencies

participating in the unfunded mandates survey.

Consolidation and Shared Service Delivery Momentum in Illinois

While the trend in Illinois over time has been to grow the number of local governments, there have been
some promising consolidation success stories. The following programs and initiatives can serve as
examples for other communities, and build momentum for additional legislative changes on the state

level.

Local Government Consolidation Efforts

DuPage County ACT Initiative (Accountability/Consolidation/Transparency)

The DuPage ACT Initiative is a comprehensive county reform program designed to improve efficiency,
reduce duplication and encourage resource-sharing across all county government departments and
independently administered (county appointed) agencies. DuPage County has nearly 400 taxing districts
and residents support between 12 and 16 taxing bodies on a property tax bill that averages $8,000 to

$12,000 annually.
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Entities Involved

In 2011, the county board undertook a systematic examination of its appointed agencies that provide a
wide array of important community services including, but not limited to, fire suppression, sanitary and
water services, mosquito abatement, airport administration, housing assistance, election management and
street lighting. To aid in the analysis, the county partnered with a reputable, local accounting firm to
highlight challenges while pinpointing areas for optimization and intergovernmental cooperation among

regional service providers.
Actions

The two dozen independent agencies that were the subject of this assessment employ nearly 900 people
and account for more than $300 million in public funds annually. A nine-month study was started in fall
2011 and the accounting firm worked with each agency to evaluate financial results and operations. The
independent accountants were charged with evaluating existing business practices and identifying
alternative service options. In spring 2012, the independent assessment was completed and the

accountants provided DuPage County with an outline for a comprehensive action plan.

When the County Board and chair launched the ACT Initiative in May 2012, the county asked its
appointed agencies to adopt strong procurement and ethics policies that emulate county policies, restrict
the use of credit cards, disclose compensation information, and ensure that staff salary and benefits were
comparable with market standards. The county also worked with the appointed bodies to explore
functional consolidation where feasible in order to improve efficiency and reduce costs of essential

services such as I'T, human resources, procurement and financial applications.

In addition, a transparency portal was created on the DuPage County website to increase public access to
important information for each agency, as most had received very little public attention. The county’s
transparency portal provides the names of current appointees, terms of service, statutory responsibilities,
qualifications for service, annual financial reports, agency contact information and links to agency
websites, meeting agendas and minutes. At the county’s urging, many smaller agencies took action to
create websites or post important meeting documentation on the county’s website working through a

staff-appointed liaison.
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To further advance the communication between these agencies and the county, a manual was created for
appointed officials. This manual provided county level staff assistance to the agencies in a variety of key
areas including policy, procurement, information technology and human resources. DuPage County also
created a centralized ethics administration for appointed bodies whereby an external agency could adopt
the county’s ethics ordinance and enter into an intergovernmental agreement for shared management,

reducing the need for redundant stand-alone ethics commissions and ethics officers.
Results/Outcomes

After making significant strides under the ACT Initiative, the county successfully pursued legislation in
2013 authorizing it to thoughtfully examine the potential consolidation of appointed governmental bodies
that exist entirely within the boundaries of the county and have a majority of their governing boards
appointed by the County Board. In August 2013, the county’s landmark consolidation bill (Public Act 98-
0126) became law, providing a new mechanism for full-scale consolidation by county ordinance. This
new tool has allowed the County Board to expand its ACT Initiative, merging service functions and

decreasing the overall number of governmental units when found to be in the best interest of taxpayers.

More importantly, the ACT Initiative has changed the conversation and culture of local governments in
DuPage County. Before acting on something alone, agencies now stop to think...is another agency doing

this that we could collaborate with to create efficiencies and savings?
Cost-Savings

In only three years, DuPage County has increased accountability and transparency and can demonstrate a
projected $116 million in taxpayer savings through shared services, cooperative joint purchasing

agreements, employee benefit reforms and modifications to procurement policies and practices.

Examples include:

e Overhaul of employee benefits for county workers — $20 million in savings.

e Closure of the county’s youth home and partnering with Kane County to provide youth detention
services — $6.9 million in savings.

e Procurement reforms and enhanced shared services with the DuPage County election commission -

$3 million in savings.

33



e Reforms by the water commission to control labor costs, implement efficiencies and retire loans early
- more than $10 million in savings.

e Consolidation of the county’s 9-1-1 dispatch centers from 20 to 8 facilities (since 2008) — $4.5 million
in savings.

e Elimination of 45 full-time county staff positions since 2011 and an overall reduction in the county’s

annual budget of $33 million.

Beyond anticipated cost-savings and enhanced service delivery, DuPage County leaders are actively
demonstrating incremental but meaningful success in consolidating units of government at the local level.
To date, three county agencies have been eliminated: Timberlake estates sanitary district, Fairview fire
protection district and the DuPage fair and exposition authority. On the horizon are three more potential
consolidations - a lighting district, fire district and sanitary district. As county leaders demonstrate
consistent, incremental success in peeling back local taxing districts, if expanded statewide, Illinois can

eventually relinquish the distinction as the state with the most units of government.
Citizen’s Efficiency Commission for Sangamon County

A major downstate effort to re-examine the roles played by various governments in delivering services is
shown by the Citizen’s Efficiency Commission (CEC) for Sangamon County. This commission, started in
November 2010 after passage of a referendum in the general election, included 23 citizen members and
worked for two and one-half years to “take an objective, comprehensive, and multi-jurisdictional look at
how local governments in an entire region could operate more economically, efficiently, and effectively.”
The thrust of the CEC was not just to rearrange the governmental structure in the region but to help local
governments become as efficient as they could be in delivering services through collaboration and

rearranging responsibility for service delivery.

The CEC faced may many challenges in conducting its assessment and analyses. First, the absence of basic
data and information that could accurately inform decisions was troublesome. Having more than one
government analyzing data and recommending solutions complicated matters because existing
mechanisms did not exist to address or resolve these issues. Even within the jurisdictions, bureaucratic

arrangements sometimes prevented agencies from working together in a straightforward manner. In some
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cases, legal and jurisdictional issues, sometimes outside the control of these agencies, complicated both

identifying solutions as well as implementing them.

Second, the CEC was among the first group to launch such a regional restructuring initiative and
therefore did not have many best practices to replicate. In many ways, this was a pioneering effort that
had to learn while it was doing. In many cases, the political environment was entrenched which made
trying new approaches more difficult even when public officials had the best intentions of trying to

improve the quality of services, reduce costs, or implement other objectives.

The impact of long-standing arrangements that for many years had functioned and resisted change
cannot be over-emphasized. Launching new initiatives that pay off in the long-term but do not show an

immediate return is often difficult.

Essential to the success of the CEC efforts is that it was able to formulate a shared vision for the region. In
this case, the vision was “to become and be seen as the most efficient and effective local governments in
Central Illinois, if not in the state as a whole.” Along these, lines, the CEC focused on the obstacles,
internal and external to the region, preventing local governments in the region from achieving their
potential. In practice, the CEC used a bottom-up approach where participating governments could reach

a higher level of performance through collaboration and cooperation.

Entities Involved
e 23 appointed citizen members to guide the overall process.

e Springfield-Sangamon County Regional Planning Commission provided assistance.

Actions

e Created a shared vision for the project so that governments in the region could see ways in which they
could improve delivery of services by participating in and implementing the process.

e Maintained a sense of transparency by conducting public meetings to elicit public views and input.

e Inventoried equipment and promoted equipment-sharing efforts among governments.
Results/Outcomes (selected examples)

The outcomes of the CEC efforts included 23 specific reccommendations along with eight white papers, as

well as two supporting reports that addressed possible opportunities for efficiencies. The four broad areas
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of governmental function addressed consist of: Administration, management and budget; community
development; public safety; and public works. The CEC made recommendations for each of these areas
along with white papers further delineating ways in which the improvements could be operationalized.

e Several townships vacated their role as tax collectors.

e A regional leadership council has been formed.

e Several townships formed intergovernmental agreements to process general assistance cases.

e Eligible voters in 15 municipalities and unincorporated Sangamon County passed referenda for

electric aggregation. Three communities undertook a group aggregation effort.
Cost-Savings

The estimated tax-savings reaches more than one-half million dollars from electric aggregation effort.
While the full results from the CEC are still unknown, many groups are currently discussing ways to
collaborate and/or improve efficiencies. The CEC undertaking provides an excellent model for a county-

wide efficiency approach and can be replicated in other areas.
Reorganization of School Districts: Arthur, Illinois

The Arthur CUSD #305 reorganized its school district in 2011 and then again in 2013. These two
reorganizations combined three separate school districts into one. The goal was to improve the quality of
education, reduce expenses, and continue to maintain a lower tax rate for property owners within the

districts. Eighty percent of funding comes from local taxes and taxpayers are invested in the schools.

The original size of each district before annexation was Lovington (275 students), Atwood-Hammond
(425 students) and Arthur (450 students). The district now includes 1,250 students and covers 252 square

miles. The square miles have tripled and students now come from five counties.
Entities Involved

The first reorganization involved the annexation of Lovington School District into the Arthur CUSD #305
School District with a referendum on the ballot in April 2011 for both districts. Upon successful passing
of the referendum, the two school districts spent one school calendar year planning curriculum,

classrooms, etc. and preparing for the first day of the newly-formed district on July 1, 2012.
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The second reorganization annexed Atwood-Hammond school District into the newly-formed Arthur-
Lovington CUSD #305. There was a referendum on the ballot in April 2013 in both districts (both district
include the newly formed Arthur-Lovington and the Atwood-Hammond). Upon successful passing of the
referendum, the two school districts spent one school calendar year planning curriculum, classrooms, etc.

and preparing for the first day of the newly-formed CUSD #305 district on July 1, 2014.
Actions

The annexation allowed the newly-formed high school (combining three previous high schools) to
increase the depth and variety of courses offered, including more college credit courses, fine arts courses
and a larger variety of extra-curricular courses. The reorganization also provided more resources and
collaboration for teachers since there were no longer any departments with only one teacher. The
administration worked to find the best placements for each faculty and staff and reduced overage as
needed. Finally, the reorganization reduced expenses by reducing administration and building

maintenance costs.
Results/Outcomes

Examples of expanded course offerings include photography, computer programming, drafting,
agriculture, and so on. Other areas that expanded include college prep courses such as Spanish III and IV,
calculus, environmental studies, chemistry II, journalism, etc. Prior to the reorganization, the annexed

schools had to cut many of these offerings.

Opverall, the reorganization has had great success and it should be shared with other districts that may be
considering it. Improvements to the quality of education and the benefits for taxpayers, students and
teachers have been tremendous. Prior to each referendum, months were spent talking to communities and
discussing that this had the support of state agencies. The financial incentives promised by the state were

essential in the successful transitions.
Cost-Savings

The savings realized from annexing the districts are significant. In the first year of each reorganization, a

combined savings of $450,000 resulted from eliminating two superintendent salaries, two principals,
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demolishing two buildings (reducing maintenance and utility) and reducing from three bus service

contracts to one. These savings continued since the positions and services were not reinstated.

During the 2014-2015 school year, the district saved an additional $340,000 through attrition and
reorganization of classrooms. The focus for these cuts was to not adversely impact the students and
programs. When combining the savings over five years, the three districts have saved well over $1 million,
while improving the quality of education and course offerings for the more than 1,200 students. Looking
to the future, the district continually evaluates ways to improve curriculum, align the three PreK-8

buildings that feed into one high school, and monitor how to trim expenses.

Due to state budgetary constraints in FY 2016, the State of Illinois has not yet provided the district with
the incentive money promised as of December 11, 2015, and announced the incentive money would only
be funded at 75%. The district has also not received their payment for transportation from the state,
forcing them to utilize education fund money to pay for it. These delays and underpayments may deter
other school districts from pursuing reorganization efforts, and make it more difficult for districts

consolidating already.
Evanston Township Consolidation into City of Evanston

In 2014, Evanston Township in Cook County was consolidated into the City of Evanston. The Task Force
heard testimony from Evanston Alderman Jane Grover, about the process of how Evanston Township was

merged into the city and how the city assumed responsibility of its functions.

The successful 2014 referendum was only the third time in Illinois history that voters had decided to

dissolve a township, and the first time since 1932.

Entities Involved
e General Assembly
e City of Evanston

e Evanston Township
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Actions

e Advisory referendum was held to show support for consolidating Evanston Township into the City of
Evanston, approved by 66% of Evanston voters.

e A special state law was passed to allow consolidation of Evanston Township by binding referendum,
Public Act 98-0127.

¢ Binding referendum was passed by 64% of voters to consolidate Evanston Township into the City of

Evanston.

Results/Outcomes

e The administration of General Assistance was taken over by the City of Evanston, and so was the
Township’s $1.5 million annual budget.

e The city significantly reduced costs of administration of general assistance, reducing staffing from 8.5

to 5.0 FTE’s.

Cost-Savings

e Estimated cost-savings of $1,089,442 for FY 2015 in reduced payroll and administrative costs

(Table 2).

In light of these successes, the Task Force made a recommendation to allow all townships coterminous

with municipalities in Illinois (19 total) to merge via a binding referendum, just like in Evanston.
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Table 2. Evanston Township Consolidation Savings

General Assistance Fund Cost Savings

Client Medical Expenses: Medications and Medical Expenses $ 500,000
General Assistance Payroll and Administrative Expenses 3 336,381
Total General Assistance Fund Expense Reductions $ 836,381

Town Fund Cost Savings

Assessor Expenses $ 168,459
Supervisor Expenses 3 84.602
Town Fund Expense Reductions $ 253,061

Total Township Dissolution Cost Savings

General Assistance Fund Expense Reductions $ 836,381
Town Fund Expense Reductions $ 253,061
Total Expense Reductions $ 1,089,442

Source: City of Evanston, August 24, 2015 Task Force Presentation.

Collaborative Purchasing Arrangements

GovlIT Consortium

In 2012, a collaborative of 14 communities in northern suburban Chicago hired a consultant to perform a
joint IT assessment to understand the condition of their current environments and identify opportunities
for improvement. One recommendation was to examine a shared services environment for cost-savings
and improved services. Several cities from the joint IT assessment, as well as additional communities,
decided to move forward with a Request for Information/Request for Proposals (RFI/RFP) process. The
RFI/RFP was based on the consultant’s recommendation to find a common service vendor that could
leverage efficiencies of a shared staffing model, plan and budget for shared equipment and infrastructure,

and create a collaborative environment to strategically plan for information technology needs.
Entities Involved

The initial IT assessment evaluated 14 communities: Buffalo Grove, Des Plaines, Downers Grove,

Glenview, Highland Park, Kenilworth, Lake Bluff, Lake Forest, Lincolnshire, Lincolnwood, Northbrook,
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Skokie, Wilmette and Winnetka. The RFP was released with five core municipalities (Glenview, Buffalo
Grove, Lincolnshire, Lake Bluff, and Kenilworth) as well as additional municipalities interested in
participating. A vendor was selected, InterDev, and the five core communities began to transition their IT

services in early 2014.

Since transitioning service to a common provider, those five communities have worked together and
created an IT Consortium (referred to as GovITC) with formal bylaws and membership agreements
adopted in fall 2015. The five communities continue to work on next steps to transform their
environments to facilitate the shared service model and consider growth as additional communities may

be added in the future.

Actions

e An RFI was issued first to learn ideas from vendors of how they would propose to structure a shared
services model.

e An RFP was then issued for services to be provided and a vendor selected (InterDev).

e Each community has approved its own contract with the vendor based on specific resources and
needs.

e The consortium has approved intergovernmental agreements and developed bylaws creating a
separate entity. The next step is to obtain a FEIN number so the association can own assets.

e The consortium examined data from the beginning of the vendor relationship and developed
expectations for services from the vendor, including the acceptable time frame for a response
depending on the priority level of the issue. The vendor reports actual response times per issue to
ensure performance measures are met.

e Upgrading systems, working towards common IT hardware/software standards, and obtaining
common equipment have been a priority for the consortium.

e As the communities have IT needs, the vendor helps them select appropriate solutions that will
eventually be used in the other participating communities. For example, when several communities
had to upgrade firewalls, the vendor helped select the specific product, and deploy the same product

in the communities.
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This cooperative environment has allowed communities to have backups stored at other consortium

communities, eliminating the need for offsite backup.

Results/Outcomes

The five communities are transitioning to common equipment and updating systems.

Buffalo Grove has been able to upgrade equipment using the savings achieved from no longer
maintaining in-house staff.

A structure has been developed to incorporate responses to high priority issues, as well as standard
maintenance.

The shared environment has provided access to specialists that would have been unaffordable for
individual communities, such as cyber security specialists.

As the consortium moves to standardize equipment, savings should begin to accrue for all
communities or provide opportunity to reinvest resources.

As a legal entity, the consortium can begin to make joint purchases and have asset ownership for the
consortium.

Because of the shared environment, all of the communities have pooled knowledge to develop best
practices.

The consortium provides a foundation to identify and pursue additional opportunities, including
improved service, disaster recovery and network security, increased system dependability, and a

collaborative environment to innovate.

Cost-Savings

Initial cost-savings with the vendor contracts depend on the individual community’s prior IT service

arrangement and environment. For example:

o There were immediate cost-savings in some cases from previous vendor contracts or a gain of
additional resources and value at the same cost, as well as, cost containment with a zero-percent
(0%) annual increase secured for the first three years.

o Buffalo Grove saved $240,000 per year (40%) by no longer having in-house IT staff. They

reinvested the money into updating IT systems.
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o Several communities realized a cost-savings but viewed it as important to properly invest in IT

and upgrade their systems.

There will be additional cost-savings once a plan is developed to jointly purchase, share, and own
hardware and equipment and by leveraging economies of scale to purchase software licensing and
agreements.

All five communities expect long-term cost-savings once systems and equipment are standardized.

Fuel Sharing Contracts

In response to the desire to eliminate underground storage tanks during the mid-90’s several

organizations in Beecher, Illinois, looked at alternatives for fuel storage. Five organizations entered into

an intergovernmental agreement to purchase equipment for two shared above ground storage tanks and

fuel dispensing equipment. In addition, they started to bid annually for gas at a fixed cost for a 12-month

period, which includes the delivery of diesel and unleaded gas twice a week.

Entities Involved

The village of Beecher

Beecher school district

Washington township highway department
Beecher fire district

Washington township dial-a-ride bus program

Actions

A governing board was established, with each organization having one vote.

The Village of Beecher was designated as the lead agency and holds the contract.

Above ground tanks were installed at the Washington Township Highway Department. Video
surveillance capabilities and a power back up were also installed.

A fob system is in place to allow only authorized vehicles to dispense gas. A user enters his/her

employee ID number, the vehicle number, and the vehicle mileage when s/he fuel vehicles.
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The board agreed that the Village of Beecher would charge approximately $.06 per gallon in addition
to the contract price to account for maintenance costs, administrative costs, and to account for
shrinkage within the tanks.

Annual fuel consumption per organization was estimated for the first year. In retrospect, the agencies
feel they should have obtained fuel on the open market for the first year rather than contracting for a
specific amount of gas for 12 months in order to accurately track usage.

A Request for Proposals (RFP) is created each year to buy a fixed quantity of diesel and a fixed
quantity of unleaded for a 12-month period.

All organizations must agree to get gas through the contract, even if prices on the open market dip

lower for a period of time.

Results/Outcomes

The fob system allows all organizations to track their gas usage, as well as miles per gallon for
individual vehicles, and the data allows them to track trends in usage.

The organizations are able to accurately estimate how much gas will be needed for each year. If they
fall short they have to buy on the open market, but their estimates have been very accurate and little
has to be purchased outside of the contract.

The board meets twice per year; in December to prepare the RFP and February to approve the bid.
The organizations have used the same supplier for several years, Gilman FS, a co-op which usually
sells fuel to farmers in 12 month contracts.

Budgeting for all organizations is enhanced as they have a fixed price for gas for 12 months, an

expense that otherwise can have substantial fluctuations.

Cost-Savings

The price of unleaded gas is $2.19 per gallon for the 2015-2016 contract.
Prices for fuel have historically averaged $0.25 less than open market purchasing.

Estimated cost-savings have been at least $100,000 since 1998.

44



Municipal Partnering Initiative in DuPage Region

The public works departments for Lombard, Downers Grove, and Woodridge began discussing the
development of a joint bid process for public works projects in an effort to control costs. The effort later

expanded to include multiple organizations throughout DuPage County.
Entities Involved

Public works staff for 14 organizations within DuPage County are currently in the DuPage Region
Municipal Partnering Initiative (MPI). Three communities initially began the process, and then nine
communities met in September 2013 to discuss a limited number of contracts. The number of
communities within DuPage County has since been expanded, with communities having the option (but
not the obligation) of participating. In addition to municipalities, other districts, such as the Glenbard

Waste Water Authority participate in the MPI.

Actions

e The initial communities (Lombard, Woodridge, and Downers Grove) invited nearby, similar-size
communities to participate in discussions for a joint purchasing initiative.

e A survey was distributed through the DuPage Mayors and Managers Conference to determine interest
from within the county.

e The DuPage Region MPI was formed, with 14 entities participating and six communities leading bids.

e The MPI looked to utilize existing MPI contracts, state and county purchase options and other
existing alternatives when possible.

e Bid documents were standardized to address needs in participating communities. One bid document,
which had a significant number of participants, became the standard document used as a template for
other bidding documents.

e Timelines were established with participating communities, with further participation in the
individual bid process being allowed only if timelines were met. For some organizations with smaller
staffs, meeting these timelines was difficult, but the process for all communities was slower without
firm deadlines being enforced.

e At the end of each contract period there is an evaluation of the process to make sure individual

projects have been and are anticipated to continue to be good opportunities for joint procurement.
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Bids for services generally are multi-year contracts.

The MPI evaluates the process at the end of each contract to determine how to develop a better bid
document or further level the playing field.

The MPI also specifically looks to use other government agencies if possible in an effort to not rely
solely on private sector contractors.

2014 projects included cold patch, concrete flatwork/paving, contractor assistance, crack sealing,
hauling and delivery, hydrant painting, leak detection/survey, resurfacing/patching, sewer lining,

sewer TV/cleaning, tree applications, tree maintenance and water meter testing.

Results/Outcomes

Small communities have been able to leverage economies of scale.

There has been a reduction in staff efforts and costs related to duplicate bidding processes within each
individual organization.

Bids have had improved technical specifications.

Staff in participating organizations have learned about alternative project methods.

Some vendors refused to take part because they did not like the process, even though they had
contracts with the individual communities; however overall the MPI has not had a problem finding
vendors willing to give competitive bids for services.

As a result of the success of the program, other projects, such as shared fleet facilities or shared
specialized equipment are now being discussed.

Most contracts have reduced costs for participating communities. While other contracts have not
lowered costs for all communities, they did allow costs to be fixed for a longer period of time,
eliminating annual increases. Additionally, decreased staff time has resulted from the procurement
process versus bidding for these contracts individually.

Budgeting for projects has become easier for participating communities.

Cost-Savings

The sewer lining contract for four communities in 2014 saved $89,193 over 2013 costs.

Water meter testing in 2014 through MPI saved $19,832 for four communities over 2013 costs.
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e Concrete flatwork/paving contracts through MPI saved $9,487 for 11 communities over their 2013
costs.

e Under the MPI, hydrant painting costs were $61.50 per hydrant. One nearby community which did
not purchase through the MPI paid $74.00 per hydrant and would have saved $6,912.50 through the

MPI. Another paid $80.75 per hydrant and would have saved $3,368.75 through the MPI.

Village of Wadsworth and Newport Township Services Agreement

The Village of Wadsworth and the Newport Township Highway Department are both located in Lake
County, Illinois, and recognized that both organizations have responsibilities to their residents to provide
services including snow and ice removal, tree pruning and cutting, and right-of-way mowing, on roads
shared by both organizations. Additionally they noted that in many instances, their taxpayers are one and
the same. In 2013 they executed an intergovernmental agreement to cover services including roadway
maintenance and repair; right-of-way mowing, maintenance and repair; tree pruning and cutting;

snow/ice removal and plowing; and salt purchase and storage.

Entities Involved
e The Village of Wadsworth

e Newport Township Highway Department

Actions

e The Village of Wadsworth and the Newport Township Highway Department searched for cost-saving
opportunities by reviewing situations where they provided duplicate services to residents, where
contracting government to government might save costs rather than contracting with private firms.

e The two organizations executed a blanket agreement allowing each organization to provide services to
the other as needed.

e The agreement was specifically created to allow for flexibility in services provided, and was broad
enough to accommodate last minute projects.

e Under this agreement, Wadsworth has used the Highway Department to plow a portion of their roads
since 2013. Previously, Wadsworth had a private contractor plow all 32 miles of road; now the

Highway Department plows approximately 9 miles.
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Each organization buys and stores its salt. The Highway Department reports how much salt is used,

and Wadsworth replenishes that amount of salt. Snow-plowing services are billed separately.

Results/Outcomes

The Highway Department has done snow plowing for two years and has not had to increase staff to
accommodate the additional roads plowed in Wadsworth.

Snow plowing services generate additional revenues for the Highway Department, using funds that
Wadsworth had previously paid to a private contractor.

Cost of services has decreased for Wadsworth, while quality of services for residents has remained
high.

The agreement has also allowed them to share other services when practical. When the Highway
Department was spreading gravel on a two-mile road shared by both organizations, they laid gravel
for the entire length, alleviating the need for Wadsworth to have staff and equipment go to the same
site to provide identical services. This saved both staff time and transportation costs for Wadsworth.

The agreement allows them to share capital assets, avoiding duplication to serve the same taxpayers.

Cost-Savings

For 2013-2014 a private contractor plowed 24.65 miles of Wadsworth roadways, at an average hourly
cost of $151.17. The Highway Department plowed 7.25 miles of Wadsworth roadways at an average
hourly cost of $77.82. Total cost-savings to Wadsworth for the 7.25 miles was $13,918.

In 2014-2015, a private contractor plowed 23 miles of Wadsworth roadways at an average hourly cost
of $147.39, and the Highway Department plowed 8.9 miles of Wadsworth roadways at an average
hourly cost of $79.64. Total cost-savings for Wadsworth by using the Highway Department to plow

the roads was $9,332.

Public Safety Dispatch:

Illinois Law Enforcement Alarm System (ILEAS)

Law enforcement agencies periodically encounter situations where they need additional staff or

equipment in excess of what their department has available. ILEAS is a mutual aid system created in 2002

that allows communities to obtain additional resources in emergency situations without depleting the
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resources in neighboring departments. In addition, specialized equipment such as bomb sniffing dogs or

helicopters are available through this mutual aid system.
Entities Involved

Approximately 98% of law enforcement agencies in Illinois participate in ILEAS which is a statewide
organization with dispatch centers in Arlington Heights and Peoria. The state is divided into eight
regions, and the governing board is elected by members of the regions, and also includes the state police

and Chicago police department.

Actions

e In response to the September 11th attacks, an umbrella organization (ILEAS) was created to facilitate
mutual aid response during emergencies. Initially, the organization only had a few agencies as
members, but today it is a consortium of over 900 local governments.

e One master mutual aid contract was created for use by all agencies. The contract specifies law
enforcement powers for responding officers outside of their home jurisdictional boundaries. Costs
for deploying resources, including overtime if necessary, are paid by the responding agency, and
participating agencies agree to respond if possible. The requesting agency is not required to reimburse
other departments, except that they will provide resources to other departments when requested.

e Data was collected regarding resources available from all participating agencies including staff,
equipment and specialized services, and then was organized so that participating agencies could easily
find resources. Requesting agencies can ask for assistance and, depending on the type of emergency, a
pre-planned response is generated that brings in needed resources from nearby agencies.

e Data was also collected regarding secondary equipment and resources, including public works
equipment, helicopters, and other equipment. This information is available to requesting agencies so
that they can quickly ascertain the location of needed resources and they have accurate contact
information in order to request those resources.

e A governing plan was provided detailing the command structure at the incident. The requesting
agency is in charge of overall response within its community, but can request assistance from regional
ILEAS coordinators in managing the response. The agency can also request supervisors from other

departments as part of the response.
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In 2014 ILEAS expanded to incorporate county corrections officers into the resources available for

response.

Results/Outcomes

A comprehensive list of area resources has been prepared for law enforcement agencies, eliminating
the need for departments to purchase resources they may rarely use. While departments are not
obligated to respond, usually they do as long as the equipment and staff are available. Resources and
additional staffing are effectively ‘pooled’ by participating communities.
Response cards were created to handle a multitude of emergencies, dictating how many and what
types of resources are required depending on the type of crisis. The response cards designate how
many officers should respond per department from neighboring communities, allowing the stricken
community to have additional personnel without impacting staffing levels and public safety for
residents in responding (neighboring) communities. All requests are evaluated according to zip code
to assist in getting needed resources to the scene quickly, even in large communities.

Standardized training allows for responding officers from all over the state to go to an emergency and

immediately respond without time wasted in clarifying how tasks should be accomplished.

ILEAS equips and oversees several multi-jurisdictional regional special teams throughout Illinois.

There are two main teams — Weapons of Mass Destruction Special Response Teams (WMD SRT) and

Mobile Field Force teams. It would be nearly impossible for any single agency to assemble and

support this type of specialty team.

o The WMD SRT teams are locally-employed SWAT (Special Weapons and Tactics) teams that are
specially trained and funded by ILEAS to deal with the human threat in a hazardous materials
environment. They often also act as regional tactical assets for local agencies.

o The Mobile Field Force teams are multi-jurisdictional teams of locally-employed oftficers
equipped and trained to deal with civil disorder. The Mobile Field Force teams are also known as
Law Enforcement Patrol Strike teams that can be used to provide large support to local agencies

that have significant or long term patrol needs they cannot fill.
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e [LEAS has provided support for local law enforcement during many emergencies, including the
tornados in Washington, Illinois, and Coal City, Illinois, as well as emergencies throughout the U.S.

including Hurricane Katrina.
Cost-Savings

ILEAS is funded by a Homeland Security grant and small dues from members. It acts as an insurance
policy for communities in case of emergencies. While specific cost-savings numbers are not available,
ILEAS allows communities to save money and staff for normal policing needs, rather than the big

emergency events when they have much bigger needs.
MABAS-Illinois

The Mutual Aid Box Alarm System (MABAS) is nationally recognized as a leader in emergency rapid
response system for fire, EMS and specialized incident operational teams. It has been a model of success
for statewide standardization and inter-operability and serves as a one-stop shop for emergency response

resources.
Entities Involved

MABAS-1llinois is a statewide mutual aid system which has existed since the late 1960’s. MABAS-Illinois
serves:

e Local fire agencies - 1, 175 of the state’s 1,246 fire departments
e 69 MABAS divisions statewide (regionally organized)

e State of Illinois departments

e Cook County UASI-DHSEM

Actions

MABAS, in partnership with IEMA (Illinois Emergency Management Agency), has established a
statewide, non-discriminatory mutual aid response system for fire, EMS and specialized incident
operational teams. Sharing the effort are representatives from the Office of the State Fire Marshal,
Department of Public Health - EMS Division and Illinois Fire Chiefs Association. The system defines a

resource response plan to any location within the state when the Governor orders a Declaration of
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Disaster. In short, MABAS is how local emergency response agencies coordinate and share services in
response to emergencies and disasters across jurisdictional boundaries. By coordinating multiple
emergency response agencies in a time of crisis, MABAS serves as a force multiplier for local

governments.

MABAS requires local fire chiefs to “assess and identify the local risks within their service area and then
design a planned and programmed sequential response through their customized extra alarm ‘running’

box card.”

The box alarm system’s ‘extra alarms’ that quickly allows local governments to coordinate response to

incidents in a pre-planned and often seamless manner between agencies.

The MABAS-Illinois network includes:

e 69 operating divisions

1,180+ fire agencies

e 38,000 firefighters/EMT

e 2,700+ front-line engines

e 500+ front-line ladder trucks

e 960+ water tenders

1,200 transport ambulances
Results/Outcomes

Often a community’s involvement in MABAS leads to other types of coordinated or consolidated
activities with other communities. As MABAS is to fire and EMS, ILEAS is to law enforcement. ILEAS,
which was formed in 2003, drew from the successes of MABAS which began in the 1960’s. The successes
of MABAS has led to other cooperative efforts and consolidation such as consolidated dispatch centers
and 911 services and even full consolidation of fire protection districts and EMS services between

communities.
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MABAS provides:

e 800 MABAS locally controlled extra alarm incidents per year in Illinois.

e Rapid response to declaration of disaster by Illinois Governor or IEMA.

e Immediate response resources at no cost or fee under daily operations to member agencies.

e Coverage for communities in response to specialized disaster scenarios (hazardous materials teams,

search and rescue, disaster simulations (New Madrid fault line) and other special operations).

Cost-Savings

e Allows communities access to highly-trained and specialized personnel they wouldn’t otherwise be
able to afford.

e MABAS works as a low-cost ‘insurance plan’ for communities for severe, prolonged disaster response
efforts, such as floods and tornados.

e MABAS divisions provide joint purchasing between opportunities for communities for fire engines,

ambulances, and other equipment.

Tri City Ambulance Service

Prior to 1982, ambulance services for the ‘Tri-Cities’ area of St. Charles, Geneva, and Batavia, were
provided by ambulances connected with two local hospitals. In 1982, Tri-City Ambulance was created to
bring emergency medical services closer to the communities served. In 1985, the governance structure
was changed to a board system, with two representatives each from St. Charles, Geneva, and Batavia, and
one representative each from Batavia and Countryside Fire District and Geneva Township. Fire chiefs

from each of the three municipalities serve as staff and technical advisors.
Entities Involved

The municipalities of St. Charles (population of 33,264); Geneva (population of 21,694), Batavia
(population of 26,394) are the main participants with Batavia and Countryside Fire Protection District
and Geneva Township also part of the organization. The three municipalities are located in close

proximity along the Fox River in Kane County, Illinois.
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Actions

Tri-City Ambulance (TCA) contracts with Paramedic Services of Illinois (PSI) to provide licensed
paramedics to staff ambulances owned by TCA.

Two ambulances are located in St. Charles, one in Geneva, and two in Batavia. The closest available
ambulance responds to medical calls, depending on which community the patient is in.

All three municipalities hire only licensed paramedics as firefighters, and all fire trucks are equipped
with the same medical equipment as in ambulances. Even if ambulances are already away from the
closest station on other calls, firefighter/paramedics from each fire department can respond
immediately to calls using medical equipment on the fire truck.

There were concerns about maintaining quality of service when using contractors rather than civil
service employees, so a secondary interview process was instituted. Paramedics who work for PSI are
interviewed and approved by TCA before they begin work for TCA.

Unions in the three municipalities all have separate contracts, which has some minimal impact on the
secondary responsibilities for the paramedics, depending on which fire station they are stationed.
Primary responsibilities are identical regardless of community.

The fire chief in the lead community (St. Charles) has responsibility for budgetary and administrative

responsibilities with assistance from a part-time coordinator.

Results/Outcomes

TCA contracts for slots to be filled including two paramedics per ambulance per shift and PSI fills
those slots. No costs are incurred by PSI for overtime or training but PSI is responsible for all costs
beyond the contract.

The paramedics are not employees of TCA, so there is no employer/employee relationship. For a
sworn paramedic who works for a community, due process rights and union contracts can impact
how discipline is handled. Because all of the paramedics work for PSI, if there is an issue with an
employee, s/he is either disciplined or no longer allowed to work for TCA, significantly decreasing the
amount of time that TCA spends on personnel matters.

Because each municipality hires only firefighter/paramedics in its community, the response time to

have trained medical personnel on the scene is very fast, even if there are multiple calls. Also, they
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can provide additional staffing immediately for larger incidents, such as motor vehicle accidents with
multiple victims. Sixty percent of calls to St. Charles Fire Department have a medical component to
the call.

e Each participating community has local control through the TCA governing board. Consequently, the

arrangement is mutually agreeable to all organizations because all have a voice in decision-making.

Cost-Savings

e Overall cost-savings are significant. The cost to fill a slot with a PSI paramedic is approximately
$70,000, while a new employee costs $100,000 (including insurance, pension, and other benefits). In
addition, no training or overtime costs are incurred by TCA.

e The cost to St. Charles for 2016 is $361,000 to have two paramedics manning each of two ambulances

at the St. Charles Fire Department 24 hours a day, 7 days a week.

Out of State Consolidation and Shared Service Delivery Examples

Periodic Review of Legislation in Ohio

Overarching all of the shared services best practices is the need to encourage a legislative environment
that is conducive to government collaboration. While there are many examples of states that have
evaluated this concept, one in particular was the state of Ohio. The Ohio State Auditor understands that
communities often worry about consolidation and loss of local control and identity when shared services
are discussed. Their way to overcome some of the apprehension is to periodically review the legislation
and codes that regulate how, when, and why local governments collaborate. A document entitled, Building

a Better Ohio, includes many recommendations to this end:

“...that incentives be available for all governmental entities, including but not limited to
counties, townships, villages, municipalities, school districts, sewer/water districts, library
districts, health departments, and regional agencies, to form collaborative agreements for
service and/or joint purchasing. The General Assembly should have responsibility for
establishing the incentive structure. The incentives should be based upon metrics that

identify a clear return on investment.”
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In response to the need for shared services and the demand or more effective legislation, the state of Ohio
revised its codes in order to decrease the ambiguity for governmental units. The revisions clarified what is
necessary for collaboration and shared service efforts and gave more authority to local governments to
make decisions about interagency contracting with less red tape and without creating new agencies. One
outgrowth of the more streamlined legislative environment was a website launched in 2011 designed to be
a one-stop shop for local communities seeking best practices aimed at streamlining resources and
reducing costs through collaboration. These include staff and facility planning, vehicle fleet operations
and maintenance, financial forecasting, energy management and technology, and several others. The
website is a way to connect local governments with limited resources and facilitate sharing services, staff,

equipment and much more.

Digital Information and Technology Collaboratives

A Connected Michigan

In order to improve collaboration and cut down costs, Michigan’s approach was to use technology to
infuse efficiency within state government and usher in a 21* century approach to managing resources. In
partnership with the Michigan Public Service Commission, Connect Michigan supports reinvention and
technological transformation through innovation, job creation, and entrepreneurship via the expansion of
broadband technology and increased usage by Michigan residents. After review of the digital environment
in state government, several recommendations were made including:

e State and municipal employees needed collaboration tools like real-time online meetings to cut down

on travel time and cost.
e A plan for streamlined and secure shared services.

e A forum where citizens have an immediate voice in an open and energetic public square.

Michigan is examining ways to deliver ‘A Connected Michigan’ and has six priority areas for Michigan's
Information Technology (IT) Strategic Plan: Education, economic, hometown security, health and human

services, better government and the environment.
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Entities Involved

e State government

e Local government officials
e Citizens

e Technology consultants
Actions

One of efforts to use technology has been G2G Cloud Solutions, developed by Oakland County, Michigan
to improve government services by sharing technology with other government agencies at little or no cost.
The ‘cloud’ represents the next generation of sharing applications and technology. By using cloud
computing, technology is available to other government agencies regardless of size, budget or the

resources available to them.

Results/Outcomes

Cloud computing has helped local governments by:

e Creating an opportunity to use technology that may not otherwise be within reach.

e Providing government-managed technology solutions that increase reliability, security and privacy
protection for government data.

e Eliminating infrastructure requirements or upfront costs.

e Providing a centrally managed information system that reduces redundancy.

Over time, Oakland County has provided shared computing services to 62 local jurisdictions and because

it is a ‘government-to-government cloud’ it could be replicated in Illinois.

Cost-Savings

e By one source, Michigan's consolidation efforts generated savings of about $100 million over the first
six years of implementation.

e Access Oakland included 50 products and services and generated $17 million in gross revenue as of
2012, with $750,000 in net revenue reinvested into the technology, according to Oakland County CIO

and Deputy County Executive Phil Bertolini.
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Connecticut IT Services Cooperative

The Capitol Region Council of Governments (CRCOG) established an IT Services Cooperative for
Connecticut municipalities, boards of education, libraries and other public entities in 2014. This effort
stemmed from the desire to fully leverage local government connections to the Nutmeg Network,
Connecticut’s public broadband fiber network. The Nutmeg Network is comprised of two sub-entities:
the Connecticut Education Network (CEN) and the Public Safety Data Network (PSDN) with CET
governing the Network. The Nutmeg Network has been legislatively mandated to expand the CEN
network to municipalities and regional council of governments (COGs), thereby expanding its mission of

providing high speed networks to non-educational institution users.
Entities Involved

The CRCOG is the largest of Connecticut’s nine regional planning organizations established under the
Connecticut General Statutes in 1968 as a voluntary association of municipal governments. It currently
serves the City of Hartford and 37 surrounding suburban and rural communities.

e CRCOG is governed by the chief elected officials from the 38 suburban and rural communities.

e CRCOG IT Services Cooperative is a combined effort of the CRCOG Service Sharing Initiative, the
Capitol Region Purchasing Council and the Connecticut Council of Small Towns (COST).

e In an effort to reach some of the most small and rural communities in Connecticut, CRCOG is
partnering with COST to advertise and gain trust with a known and respected entity already engaging
the communities.

e CRCOG staff reach out to fellow COGs in the state to provide their members with access to the

services of CRCOG at discounted costs.
Actions

Through the Connecticut Office of Policy and Management, Regional Performance Incentive Grants were
offered for entities meeting one of the following criteria:
e Joint provision of a service or services currently provided by individual municipalities but not

presently provided on a regional basis.
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e A planning study regarding the joint provision of any service on a regional basis.

e Shared information technology services, and connection and use of the Nutmeg Network.
Results/Outcomes

CRCOG has been able to increase efficiencies through contracted services and sharing staff and resources
with their communities. This arrangement includes flexibility and responsiveness which is a better model
to promote growth in service delivery. Another way to ensure growth in service delivery and quality staff,
both in-house and consulting, is to diversify the sources of funding to which a planning agency has access.

CRCOG uses the following sources of funding (not limited to):

e Federal transportation dollars

e State grant aid - highly fluctuating

e Grants ($4.2 million Sustainable Community Grants)
e Membership dues ($500,000 approximately)

e Fee for service

The outcome is that all agencies work within the confines of their home state, region or local
government—these are the structures of reality and local context. While the tools used have to be

appropriate to the setting in each agency, many can be adapted or modified to work elsewhere.
Elm Grove, Wisconsin Shared IT Services

Like many small communities, Elm Grove, Wisconsin wanted a cost effective way to maintain its existing
911 service, but did not want to lose the autonomous dispatch center. They needed to update equipment,
most of which was from the 1980’s, and had looked for cost effective solutions for several years. It became
a critical issue in 2014 because the village could no longer obtain repair parts on the outdated equipment.
Several options were examined - including giving up the dispatch center or having a third party answer
and route 911 calls - before ElIm Grove ultimately decided to partner with the City of Muskego and the
Village of Mukwonago to purchase new equipment (these Wisconsin communities are within 25 miles of
each other). While the cost-savings were higher without their own dispatch center from an economic

standpoint, it did not allow for the personal connection that was a priority for the community.
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Entities Involved
e Village of Elm Grove (population 5,949)
e Village of Mukwonago (population 7,494)

e City of Muskego (population 24,555)

Actions

e The community evaluated four options, and associated costs.

o Option 1 was to migrate to the county system, giving up their dispatch center, at an estimated
annualized cost of $11,778 per year over seven years.

o Option 2 was having a third party answer and route 911 calls to Elm Grove dispatch at an
estimated annualized cost of $9,643 per year over seven years. The costs were a rough estimate as
it was unclear who would answer the 911 calls and the actual costs of that service.

o Option 3 was to partner with other agencies for the purchase of new equipment, at an annualized
cost of $24,643 per year over seven years.

o Option 4 was to purchase new equipment at an annualized cost of $27,143 per year for seven
years.

e While options 1 and 2 meant that the cost-savings were higher without their own dispatch center
from an economic standpoint, neither allowed for the personal connection that was a priority for the
community. Therefore, the community decided to go with option 3 since it provided the most
flexibility going forward, and a reliable back-up in case of emergency, or potentially even in the event
of a staff shortage.

e One set of hardware was purchased for the three communities, and installed at Muskego. 911 calls are
automatically transferred by the system to the correct community.

e The shared server was configured to allow users to log in from alternate locations if needed. In case of
equipment failure or emergency that prohibited use of the Elm Grove dispatch center, dispatchers can
use one of the other departments and dispatch public safety units from an alternate location using an

identical system.
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Results/Outcomes

e 911 calls for the community can easily be taken from alternate dispatch centers if needed by simply
logging into a console at another department using their standard user name and password. This
enhances public safety because the down time in case of emergency at the dispatch time is minimal.

e The dispatchers will use the same equipment, minimizing the disruption to dispatchers, the
community, and responding public safety units.

e Response times are faster than they would have been if the dispatch services were moved to the
county.

e The dispatch center remains an integral part of the community, which was a priority for ElIm Grove.

e Service levels are anticipated to increase as a result of the faster processing capabilities of the new

equipment.
Cost-Savings

Elm Grove made a capital investment of $85,000 for the new shared equipment, a savings of $20,000 from
the cost had they purchased the equipment alone. They calculated the cost over 7 years, and the cost per
911 call dropped from $151 per call to $137 per call by using a shared system. Options 1 and 2 would have
had a larger potential cost-savings, bringing the per call cost down to $65 and $54 respectively. However,
that would have been at the cost of the personal connection to the Village for option 1, and increased
response time for emergency units to emergencies for option 2, neither of which was acceptable to Elm

Grove.

In Summary: There is much the State of Illinois and its local units of government and school districts
can do to deliver more efficient, effective and streamlined services. The Task Force encourages the Illinois
General Assembly and the Governor’s Office to consider the aforementioned opportunities and best
practices. In some instances, we can stand on the shoulders of our neighbors and apply an Illinois-
adapted version of what works in another state. Locally, we can develop innovative strategies that

encourage shared services and intergovernmental cooperation.
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UNFUNDED MANDATES

In recent decades, the use of unfunded state mandates has proliferated in Illinois, driving up the service

delivery cost for local governments resulting in higher taxes for the people of Illinois.

Throughout the year, the Task Force invited representatives of local units of government, school districts,
institutions of higher education and related associations to testify on unfunded mandate trends and cost.
While varying in scope, testimony and support documentation consistently signaled a dramatic increase

in costly unfunded mandates from both the Illinois General Assembly and the federal government.

Local governments are left in a difficult position to figure out how to pay for these unfunded mandates.
Complying with unfunded mandates results in fewer resources being available to perform their core
missions. To assist in evaluating unfunded mandates, the Task Force and the Office of the Lt. Governor
announced a first-of-its-kind, independent study to comprehensively survey local governments to

determine the most burdensome unfunded mandates imposed by the State of Illinois.

|. UNFUNDED MANDATES SURVEY

State-imposed unfunded mandates are regularly discussed in the Illinois General Assembly, but rarely
acted upon due to differences in opinion on what constitutes an unfunded mandate and the politics
surrounding an unfunded mandate’s authorization. Understanding the political sensitivity of this topic,
the Office of the Lt. Governor determined it best to solicit the assistance of an independent third party to
ensure an accurate accounting of cost and scope of unfunded mandates would be provided to the Illinois

General Assembly and Governor.

In order to compile comprehensive data, Lt. Governor Sanguinetti collaborated with NIU-CGS to
spearhead an unfunded mandate survey to identify the most costly unfunded mandates for local units of

government and school districts. This section outlines the findings of the NIU-CGS survey.
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In summary, the NIU-CGS Survey solicited more than 500 local governmental units including
municipalities, counties, townships, fire protection districts, park districts, community college districts
and school districts to paint a comprehensive picture of the burden of unfunded mandates in Illinois. A
bottom-up approach, the research process gathered basic information through a survey on unfunded
mandates perceived as costly and burdensome by a large group of local government leaders and asked
them to prioritize the mandates. These units of government then worked with their respective

professional associations to create a list of mandates for the Task Force to review (Figure 2).
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Figure 2. Project Flowchart
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While it is relatively straightforward to identify burdensome state mandates imposed, extrapolating these
costs statewide and per type of governmental unit is often challenging due to the diverse scenarios in
which unfunded mandates function. By pulling from the experience of a diverse sampling of local
governments, along with the expertise of professional associations, a comprehensive view of the most

costly and burdensome mandates was crafted and a cost range associated with compliance was estimated.

Special care was taken to monitor responses to the mandates survey to make sure that all sizes of
governments and regions in the state are represented. The map in Figure 3 shows the regions used to
monitor and categorize survey response summaries. Survey responses are grouped by the regions
accordingly: Northern, Southern, Central or Chicago MSA. The map is for reference purposes and should

be used in conjunction with reviewing the survey response summaries.

As a first step in the data collection process, NIU-CGS prepared an electronic questionnaire, which the
professional associations then sent to their members during September and October, 2015. The
questionnaire asked local governments to identify and rank the most burdensome unfunded mandates, as
well as estimate associated costs. They also were asked to recommend how to provide similar services in

less expensive ways.

In the second step, NIU-CGS tabulated and categorized the responses and then provided them to the local
government associations asking them to identify and verify the most important mandates for the Task
Force to review. They were asked to summarize the costs associated with the mandates, when possible,

and offer suggestions for making adjustments.
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Figure 3. Survey Respondents in Categorized Regions
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Municipalities and Municipal Survey Summary

The most burdensome mandates reported by municipalities were public pensions, collective
bargaining/interest arbitration, and workers’ compensation (Table 3). Although not all survey
respondents specified what aspects of each mandate were most burdensome, five municipalities
commented that pensions for police and fire were the most expensive, costing more than $1 million per

year each. Four other municipalities commented that being unable to negotiate with state government on
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pensions has led to expenses of $500,000 to $1 million annually. Of the 36 municipalities that provided an
estimated cost range for pensions, the majority (58%) reported costs exceeding $1 million annually. No

municipality provided a cost estimate below $50,000 per year.

Of the 15 municipalities that provided cost estimates for collective bargaining and interest arbitration,
33% estimated costs between $50,001 and $100,000, and 27% estimated costs between $100,001 and
$250,000. Twelve municipalities provided cost estimates for workers’ compensation, of which 42%

estimated annual costs of $500,000 to $1 million.

Public notification requirements were another area where costs could be reduced for local governments.
Of six municipalities in the survey providing cost estimates for publication requirements, 67% estimated

annual costs up to $10,000 each year.

Table 3. Prioritization of Mandates by lllinois Municipalities

Average Burden Ranking Average Annual

Mandate Type (1-9; 1 is most burdensome) Cost Range*
Public Pensions 2.0 $100,000-$250,000
Collective Bargaining and Interest Arbitration 3.7 $50,000-5250,000
Workers Compensation 3.9 $50,000-5100,000
Health Insurance 4.2 $50,000-$250,000
Prevailing Wage 4.6 $50,000-5100,000
Procurement Rules 6.0 $50,000-$100,000
Personnel 6.2 $100,000-5250,000
Public Notification 6.7 $50,000-$100,000
Training 7.7 <$10,000

*(Cost ranges are based on survey results and were produced in consultation with the lllinois Municipal League (IML).
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Figure 4. Frequency of Mandates Discussed - By Category

Public Pensions } 37.5%
Collective Bargaining & Interest Arbitration ) 15.2%
Workers Compensation 4 12.5%
Prevailing Wage 9.8%
Health Insurance 8.0%
Other 6.3%
Public Notification 5.4%
Personnel 2.7%
Procurement Rules 1.8%
Training 0.9%
10.0% 20.0% 30.0% 40.0%
The ‘Other’ category includes:
e  NPDES permit fees on municipal sewer systems.
e  Environmental.
e  Revenue.
e  Road construction regulation.
e  Cost of infrastructure repair/replacement.
Table 4. Other Unfunded Mandates with Annual Costs to Municipalities
Environmental < $10,000 per year
EPA Regulations (Environmental) $183,000

Additional Cost of Construction 30%, Engineering 3-5%,

Right of Way Acquisition 2%

> $1 million per year
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Additional mandates listed include:

Freedom of Information Act (FOIA) requests.

Tax exemptions (sales), tax exemptions (property).

Public Safety Employee Benefits Act (PSEBA), Public Employee Disability Act (PEDA), restrictions
on non-home rule municipalities.

IEPA (e.g., wastewater and storm water discharge permits), IDNR, MWRD, IDOT (e.g., road
construction regulations) imposed mandates.

Home rule exemptions and revenue restrictions.

Legal expenses related to mandates.

Reporting burden.

Clean Water Act.

Table 5. Respondents by Region and Population Stratification

Percent of

Chicago Total Response State Percent of
Population MSA North | Central | South = Responses Totals Totals | State Totals
<2,000 0 1 0 0 1 1% 807 62%
2,000-4,999 5 0 0 2 7 7% 154 12%
5,000-9,999 1" 1 4 3 19 19% 118 9%
10,000-24,999 22 5 2 9 38 38% 129 10%
25,000-49,999 15 3 1 3 22 22% 61 5%
50,000+ 8 1 5 0 14 14% 29 2%
Overall 61 1 12 17 100 100% 1,298 100%

Note: Percent differences due to rounding.

Counties and County Survey Summary

The most burdensome mandates identified by counties included health insurance, public pensions, and

prevailing wage (Table 6). Two counties provided cost estimates for health insurance, of which one

estimated costs between $25,000 and 50,000, and the other estimated costs exceeding $1 million. The most

troublesome aspect of health insurance mentioned was continuation of benefits for former employees.
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Two counties provided cost estimates for public pensions, of which one estimated costs of $100,000 to
$250,000 and the other estimated costs of $500,000 to $1 million. Five counties provided cost estimates for
prevailing wage, of which two estimated costs between $10,000 and $25,000, one between $50,000 and
$100,000, and two between $100,000 and $250,000. The two most burdensome aspects of prevailing wage

identified by counties involved conflicts with local market wages and the type of work covered.

Table 6. Prioritization of Mandates by lllinois Counties

Mandate Type Avera.ge Burden Ranking Average Annual
(1-9; 1 is most burdensome) Cost Range*
Health Insurance 3.7 $500,000-51,000,000
Public Pensions 4.1 $250,000-5500,000
Prevailing Wage 4.2 $50,000-$100,000
Workers Compensation 4.4 N/A
Collective Bargaining and Interest Arbitration 4.5 $250,000-51,000,000
Personnel 5.6 $1,000-510,000
Procurement Rules 5.7 N/A
Public Notification 5.8 $10,000-550,000
Training 6.8 N/A

*(Cost ranges are based on survey results and were produced in consultation with the lllinois Association of County Board Members.
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Figure 5. Frequency of Mandates Discussed - By Category

Other ) 37.9%

PrevailingWage } 20.7%
Health Insurance 10.3%
Personnel 10.3%
Collective Bargaining & Interest Arbitration

Public Notification
Public Pensions
Procurement Rules

Training

Workers Compensation

0.0% 10.0% 20.0% 30.0% 40.0%

The ‘Other’ category includes:

Disadvantaged business treatment requirements.

Elections.

Election law changes.

MFT Funding shortfalls.

Legislation that increased the maximum weight limit without a permit to 80,000 lbs. on all highways.
Prior to this act, the local highway system had a maximum weight limit of 73,000 Ibs.

State reimbursement to the probation office salaries seems to be in jeopardy. It is an annual dilemma
on the amount probation offices will be reimbursed.

MS-4 clean water requirements.

Applying ‘complete streets’ treatment on the rural local road system.

Table 7. Other Unfunded Mandates with Annual Costs to Counties

Disadvantaged Business Goals
Elections

MFT Funding

‘ Between $25,001 to $50,000 per year
‘ Between $50,001 to $100,000 per year
‘ Between $250,001 to $500,000 per year
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Additional mandates listed include:

Road funding not distributed based on vehicle miles traveled. Local roads carry 40% of the traffic
and used to get 38% of the funding. Local roads still carry 40% of the traffic but now get 22% of the
funding. Universal access (80,000 lb. weight limits), bridge inspections, MS 4 requirements, ADA
compliance on resurfacing projects, applying complete street treatment on rural roads.
Disadvantaged businesses requirements, withholding of motor fuel tax funds, inadequacy of motor
fuel tax keeping up with purchasing power, bridge inspections, noxious weed law, truck load limit
laws (universal access).

Special elections.

Election costs and mandates with same day registration and expanded early voting.

Environmental studies/approvals on simple and straightforward items, required IDOT oversight on
simple and straightforward items.

Discourage FOIA requests for clearly political purposes. This diverts monies intended for
community services toward political agendas instead.

FOIA requests from large commercial companies.

Juror pay is now set by the state. Formerly, this was a local decision.

Table 8. Respondents by Region and Population Stratification

Percent of

Chicago Total Response State Percent of
Population MSA North | Central @ South Responses Totals Totals  State Totals
<15,000 0 0 8 5 13 25% 28 27%
15,000-24,999 0 3 1 4 8 15% 23 23%
25,000-49,999 1 2 1 5 9 17% 20 20%
50,000-99,999 3 0 0 1 4 8% 1 11%
100,000+ 8 1 7 1 17 33% 20 20%
Unknown 0 0 1 0 1 2% 0 0%
Overall 12 6 18 16 52 100% 102 100%

Note: Percent differences due to rounding.
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Townships and Township Survey Summary

The most burdensome mandates reported by townships were prevailing wage, public notification
requirements, and health insurance (Table 9). The most troublesome aspect of prevailing wage
requirements is what township respondents perceive as a difference between the wage they are required to
offer by statute and the local market wage. Several townships commented that local vendors typically offer

services for lower than the prevailing wage, yet townships are unable to accept the lower price.

Sixteen townships provided cost estimates for prevailing wage mandates, of which half estimated costs
below $10,000 per year and 31% estimated costs above $50,000. Five townships provided cost estimates
for health insurance mandates, of which 60% estimated costs between $50,000 and $100,000 per year. Six
townships provided cost estimates for public notification requirements, of which half reported costs
below $1,000 per year and half reported costs between $1,000 and $10,000. The most burdensome aspect
of public notification requirements mentioned was the requirement to post hearing or meeting

notifications in newspapers.

Table 9. Prioritization of Mandates for lllinois Townships

Average Burden Ranking Average Annual
Mandate Type (1-9; 1is most burdensome) Cost Range*
Prevailing Wage 3.1 $10,000-525,000
Public Notification 4.1 <$1,000
Health Insurance 45 $25,000-550,000
Procurement Rules 45 <$1,000
Public Pensions 5.1 $25,000-550,000
Workers Compensation 5.1 $25,000-$50,000
Personnel 5.7 $50,000-5100,000
Training 6.1 $10,000-525,000
Collective Bargaining and Interest Arbitration 6.8 N/A

*(ost ranges are based on survey results and were produced in consultation with Township Officials of Illinois (TOI).
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Figure 6. Frequency of Mandates Discussed - By Category
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The ‘Other’ category includes:
e  General Assistance.
e  General assistance for refugees

e  Multiple annual financial reports

e Increased general assistance spending in a PTELLL tax cap county

Table 10. Other Unfunded Mandates with Annual Cost to Townships

General Assistance

Between $100,000 to $250,000 per year

General Assistance

$31,800

The GA spending in a PTELL tax capped county

Between $10,001 to $25,000 per year

Multiple annual financial reports

<$1,000

Additional mandates listed include:

e  General assistance.

e  PTELL tax caps.

e  FOIA requirements.

e  General assistance to refugees.

e  Financial reporting requirements.

o Cemetery maintenance.
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Table 11. Respondents by Region and Population Stratification

Percent of

Chicago Total Response State Percent of
Population MSA North = (entral = South A Responses Totals Totals | State Totals
<2,000 4 21 13 15 53 54% 964 67%
2,000-4,999 4 3 5 3 15 16% 205 14%
5,000-9,999 2 1 4 4 1 11% 91 7%
10,000-24,999 2 1 2 2 7 7% 73 5%
25,000-49,999 5 1 0 1 7 7% 43 3%
50,000+ 4 0 0 1 5 5% 55 4%
Overall 21 27 24 26 98 100% 1,431 100%

Note: Percent differences due to rounding.

Fire Protection Districts and Fire Protection District Survey Summary

The most burdensome mandates identified by fire protection districts were workers’ compensation,
training, and personnel (Table 12). Eighteen fire protection districts provided cost estimates for workers’
compensation, of which 39% estimated annual costs ranging from $50,000 to $100,000. The most

burdensome aspect of prevailing wage includes conflicts with local market wages.

Ten fire protection districts provided cost estimates for training mandates, of which half estimated costs
between $1,000 and $10,000 per year. The most burdensome aspect was training for firefighters and

emergency medical services providers.

Eight fire protection districts provided cost estimates for personnel mandates, and responses were evenly
distributed among cost ranges as low as $1,000 to costs as high as $500,000. The most bothersome aspects
of personnel mandates were issues with retention and recruitment. In some instances, costs are imposed
by the private market rather than the state, including cases where fire protection districts reported having
to create full-time positions because qualified workers could not be found on a volunteer or part-time

basis. Regardless, some fire protection districts consider these personnel costs as beyond local control.
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Table 12. Prioritization of Mandates by lllinois Fire Protection Districts

Average Burden Ranking Average Annual
Mandate Type (1-9; 1is most burdensome) Cost Range*
Workers Compensation 3.7 $25,000-550,000
Training 4.0 $10,000-525,000
Personnel 4.2 $25,000-550,000
Public Notification 4.4 $1,000-510,000
Prevailing Wage 4.6 $10,000-525,000
Procurement Rules 4.8 $1,000-510,000
Health Insurance 5.5 $50,000-$250,000
Public Pensions 6.8 $50,000-$100,000
Collective Bargaining and Interest Arbitration 7.1 $250,00-5500,000

*(Cost ranges are based on survey results and were produced in consultation with the lllinois Association of Fire Protection Districts.

Figure 7. Frequency of Mandates Discussed - By Category
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The ‘Other’ category includes:

Annual testing requirements by OSHA.
Fire cause investigation and fire prevention inspections.
Paying unemployment.

Required equipment replacement.

Table 13. Other Unfunded Mandates with Annual Costs to Fire Protection Districts

Required Equipment Replacement Between $10,001 to $25,000 per year
Paying Unemployment Between $50,001 to $100,000 per year
Paying Unemployment Between $1,000 to $10,000 per year
Annual Testing Requirements by 0SHA Between $10,001 to $25,000 per year
Fire Cause Investigation and Fire Prevention Inspections Between $10,001 to $25,000 per year
Duplicative Financial Reporting Between $1,000 to $10,000 per year

Additional mandates listed include:

Budget accounting and reporting.

Duplicative financial reporting requirements (13).

Mandated equipment replacement.

Excessive and disconnected financial reporting requirements.

Fire cause investigation and fire prevention inspections.

Firefighting equipment.

Required new equipment.

Vehicle equipment loan(s).

FOIA.

Illinois department of public health mandates for EMS/ambulance service and the primary hospital's
equipment requirements.

Multiple financial reporting requirements. Filing an AFR plus additional file audits with three
counties and the AFR.New building construction requirements for a small district needs to be a

threshold and not require an architect.
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e  NFPA standards on apparatus and PPE.

° Pension trustee training.

e  The number of hours required for initial pension training (32) and then

education (16).

Table 14. Respondents by Regions

annual continuing

Reion Responses Percent of State Percent of
9 P Response Totals Totals State Totals
Chicago MSA 51 40% 154 18%
North 17 13% 186 22%
Central 32 25% 246 29%
South 26 21% 253 30%
Overall 126 100% 839 100%

Note: Percent differences due to rounding.

School Districts and School District Survey Summary

The three most burdensome mandates identified by school districts were special education, instructional
mandates, and prevailing wage (Table 15 - more detailed information available in Appendix B). Fifteen
school districts provided cost estimates for compliance with various instructional related mandates, with

costs ranging from less than $50,000 per year to as high as $1 million per year.

In addition, 13% of respondents estimated annual costs exceeding $5 million. The most burdensome
aspects of instructional mandates were student assessments and their connection to the evaluations of
instructors and administrators. Two specific student assessments mentioned most frequently in the
survey were the Kindergarten Individual Development Survey (KIDS) and the Partnership for Assessment

of Readiness for College Careers (PARCC) for students in grades three through eight.

Twenty-four survey respondents provided cost estimates for special education, of which 25% of school
districts estimated costs between $2 million and $5 million, and 17% estimated costs exceeding $5 million.
The most burdensome aspects of special education mandates identified in the survey were underfunding
from state government and class sizes, especially concerning the required ratio of students with special

needs to those without.
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Table 15. Prioritization of Mandates for Illinois School Districts

Average Burden Ranking Average Annual
Mandate Type (1-9; 1is most burdensome) Cost Range*
Special Education 23 $500,000-51,000,000
Instructional Mandates 35 $150,000-$250,000
Prevailing Wage 4.5 $250,000-5500,000
Workers Compensation 48 $50,000-$150,000
Physical Education 4.9 $500,000-$1,000,000
Safety and Security of Students 5.8 $500,000-$1,000,000
Third Party Contracting 5.8 $250,000-5500,000
Drivers Education 6.7 $250,000-5500,000
Public Notifications 6.8 <$50,000

*Cost ranges are based on survey results and were produced in consultation with the lllinois Association of School Business Officials, Illinois Association of

Regional Schools. Superintendents, lllinois Association of School Boards, and Illinois Association of School Administrators.

Figure 8. Frequency of Mandates Discussed - By Category
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The ‘Other’ category includes:

¢  Unfunded mandated training for professional staft.

e  Building system - carbon monoxide monitoring/detecting.
e  (Capital improvement.

e  State testing.

Table 16. Other Unfunded Mandates with Annual Costs to School Districts

Green Building School Construction Grant Requirement Between $500,001 to $1 million per year
Building Mandates Less than $50,000 per year

Mandated Trainings for Educational Staff Between $50,001 to $150,000 per year
State Testing Between $50,001 to $150,000 per year

Additional mandates listed include:

e  Homeless and student transportation cost.

e  Mandates for annual training of education staff.

e  Graduation requirements such as civics law.

e  Entire ROE 5 year audit procedures.

e  Treasurer bond.

e  Compliance with local jurisdictions.

e  Building system mandates.

e  Multi-jurisdictional construction issues.

e  PARRC testing and other testing mandates.

e  Life safety requirements.

e  Standardized testing, teacher evaluations, reporting requirements.

e  Requirements/expectations for online state testing. Transportation requirements (range for
mandatory busing).

e  Property tax extension limitation law, regular transportation, special education transportation.
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Table 17. Respondents by Region and Population Stratification

Percent of Percent of

Chicago Total Response State State
Population MSA North | Central South @ Responses Totals Totals Totals
<500 6 0 4 2 12 10% 273 32%
500to 1,500 12 4 1 3 30 26% 316 37%
1,501 to 3,000 15 2 6 1 24 20% 137 16%
3,001 t0 7,500 23 0 2 1 26 22% 105 12%
7,501 to 15,000 4 0 0 3 7 6% 22 2%
15,001 to 35,000 5 2 4 1 12 10% 8 1%
>35,000 3 0 0 0 3 3% 2 0%
Unknown 2 0 0 0 3 3% 0 0%
Overall 70 8 27 1 117 100% 863 100%

Note: Percent differences due to rounding.

Community College Districts and Community College Survey Summary

The three most burdensome mandates reported by community colleges were instructional mandates,

prevailing wage, and workers compensation (Table 18). Twenty-two community colleges provided cost

estimates for instructional mandates, of which 32% estimated costs below $50,000 per year and 32%

estimated costs between $50,000 and $150,000. The most burdensome aspect of instructional mandates

was tuition waivers for veterans and National Guard service members.

Two community colleges provided cost estimates for prevailing wage, of which one estimated costs below

$50,000 years and the other estimated costs between $500,000 and $1 million. Three community colleges

provided cost estimates for workers compensation, of which two estimated costs between $50,000 and

$100,000, and one estimated costs between $150,000 and $250,000. The most burdensome aspect of this

mandate was the scope of coverage, in that community colleges felt that the mandate favors labor and

provides little protection from management against growing costs.

' The majority of student population information are from IASBO 2013-14 District Summary. A few student populations came from survey responses such as a special
education cooperative and some regional offices of education.
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Table 18. Prioritization of Mandates for lllinois Community Colleges

Average Burden Ranking Average Annual

Mandate Type (1-9; 1 is most burdensome) Cost Range*

Instructional Mandates 2.5 $150,000-$250,000
Prevailing Wage 33 $150,000-5250,000
Workers Compensation 3.5 $50,000-$150,000
Safety and Security of Students 37 $50,000-$150,000
Public Notifications 4.0 $50,000-$150,000
Third Party Contracting 4.0 $150,000-5250,000

*Cost ranges are based on survey results and were produced in consultation with the lllinois Community College Board.

igure 9. Frequency of Mandates Discussed - By Category

71
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The ‘Other’ category includes:

Veteran's scholarships is a program that is not funded. Colleges all just waive the tuition.
Service mandates.

Illinois veterans grant.

Employee retirement benefits.

Required state reporting.
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Reporting requirements.
Department of labor regulations.

Response to public inquiry, transparency.

Table 19. Other Unfunded Mandates with Annual Costs to Community Colleges

lllinois Veterans Grant $140,000 per year

lllinois Veteran's, lllinois National Guard Tuition Benefits Between $50,001 to $150,000 per year
State of lllinois Veterans Program Between $150,001 to $250,000 per year
The lllinois Veterans Grant Between $250,001 to $500,000 per year
Freedom of Information Act Between $50,001 to $150,000 per year
SURS 6% cap Between $50,001 to $150,000 per year
IDOL Wage Payment and Collections Act Between $50,001 to $150,000 per year
Annual State Reporting - (3, Bilingual/Hispanic</African-American Less than $50,000 per year

lllinois Wage Payment Collection Act Amendment Between $50,001 to $150,000 annually

Additional mandates listed include:

Mandated tuition and fee waivers, mandated position/student service.

Provide developmental education, gainful employment, distance education regulation, clear
disclosure, credit hour documentation.

Human resources, veteran's related - student related.

FOIA ranks as very burdensome.

Gainful employment reporting, increasing demand for data by state and federal agencies.

Affordable care act.

SURS annuitants tracking and reporting, SURS 6% tracking and reporting, ACA tracking and
reporting, mandated reporter tracking, sexual harassment tracking, campus violence tracking,
alcohol and substance abuse tracking, multiple ICCB reports and growing, Cleary crime reporting,
IPEDS, FMLA tracking, I-9 tracking, FLSA tracking, OSHA recordables, UI tracking and claim
defense.

FOIA compliance.

FOIA requests, Illinois National Guard tuition entitlements.

Illinois veterans grant.
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Table 20. Respondents by Region and by Community Colleges’ Student Population Sizes™

Percent of Percent of

Chicago Total Response State State
Population MSA North Central  South @ Responses Totals Totals Totals
<5,000 0 3 3 2 8 35% 16 37%
5,000 to 10,000 1 0 2 1 4 17% 13 33%
10,001 to0 20,000 1 1 1 2 5 22% 10 25%
>20,000 3 0 1 1 6 26% 2 1%
Overall 5 4 7 6 23 100% A 100%

Park Districts'’

The most burdensome mandates for park districts include public notification requirements, personnel
issues, and facility safety/accessibility regulations. The Illinois Association of Park Districts (IAPD)
identified several types of publications that park districts are mandated to provide without funding,

including: legal notices submitted to newspapers, FOIA requests, and financial reports.

Costs varied depending on the mandated publication, with newspaper announcements costing less than
$5,000 per year, FOIA requests cost as much as $9,999 for mid-size districts, and annual financial reports
cost an average of $25,000 to $50,000 for larger and midsize districts (i.e., population greater than 10,000).
Park districts surveyed do not oppose publication requirements in principle, and recognize that the
materials published are essential to maintaining public accountability, but believe the requirements can be
streamlined to reduce cost. They offered several recommendations on each notification mandate that are

listed later in this report.

Park districts identified three burdensome mandates regarding compensation of employees and
contractors: prevailing wage, minimum wage for workers under age 18, and competitive bidding.
Minimum wages for workers under age 18 affect park districts more than most other types of government
because much of their workforce involves youth working temporarily or seasonally, often as one of their

first job experiences. Costs varied with each mandate. Competitive bidding costs scaled with park district

" Three survey responses did not provide region information nor student population figures.

" The llinois Association of Park Districts conducted an alternate survey customized for their park district members. All information has been verified by the lllinois
Association of Park Districts prior to inclusion in this report. There are no tables accompanying this section.

84



size, costing between $25,000 and $50,000 for larger districts and less than $5,000 for smaller districts.
Prevailing wage also costs larger park districts (i.e., population greater than 25,000) between $25,000 and
$50,000 a year. Conversely, minimum wages for workers under age 18 were most expensive for park

districts with a population less than 25,000, costing between $25,000 and $50,000.

Even though collective bargaining and interest arbitration mandates were frequently mentioned in
surveys for other types of local governments, park districts did not rate this mandate a priority for reform.
Park districts face relatively minor influence from collective bargaining and interest arbitration because

most employees do not belong to public sector unions.

The IAPD in its report states that care must be taken when consolidating functions of some units of
government with others that do not have collective bargaining because any savings that may result from

consolidation may be offset by higher labor wage rates.

Park districts also identified two burdensome mandates related to personnel but not compensation: the
Affordable Care Act (ACA) mandating health insurance coverage for full- time employees and
background checks for new employees. Costs of health insurance mandates vary widely by park district,
based on the number of full-time employees, ranging from $50,000 to $1.5 million for larger districts with
minimal cost to districts with minimal staff. Background checks cost no more than $10,000 per park

district.

Finally, park districts identified several mandates concerning the safety and accessibility of facilities: the
Americans with Disabilities Act (ADA), the Swimming Facilities Act, and requirements to have
Automated External Defibrillators (AED’s) available at facilities. The ADA costs more than $50,000 for
the average park district with a population greater than 10,000. The Swimming Facilities Act has no
average cost because the IAPD has no average park district for swimming facilities; some districts have
multiple pools and some have none. AED requirements cost less than $10,000 per year for the average

park district.

Although not classifiable as a state mandate, in the interest of promoting government efficiency, the IAPD
raised the issue of local permit/license fees sometimes imposed on some park districts by municipalities,
counties, or townships. In many cases, other local governments waive permitting/licensing fees for park

districts, but some park districts face annual costs of up to $25,000 as a result of one local government
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collecting revenues from another. The IAPD states, “Transferring tax dollars from one public body

through the assessment of fees on another would seem inefficient.”

In Summary: Results of the unfunded mandates survey illustrate the distinct problems local
governments in Illinois face concerning unfunded state mandates. These responses come directly from
over 500 local government officials who are responsible for complying with them. The unfunded
mandates survey results helped informed the Task Force, and led to the formulation of many of the Task
Force’s final recommendations in efforts to allow local government officials to regain local control of their
operations and create relief for the burdened taxpayers of Illinois. It can also help guide the General

Assembly on which unfunded mandate are the most important to address immediately.

86



|Il. UNFUNDED MANDATE COMPARISONS

Northern Illinois University’s Center for Governmental Studies reviewed how other states are addressing
certain unfunded mandates. The goal of this research is to help the Illinois General Assembly and

Governor identify emerging trends on these subjects for potential implementation in Illinois in the future.

Workers’ Compensation

The high costs of workers’ compensation have plagued Illinois at least since the 1970s' and are often
raised as an impediment in attracting business investment. In comparisons with other states, Illinois
typically ranks high in insurance costs depending on the industries considered. A benchmark study
prepared by Oregon’s Department of Commerce and Business Services compares premium rates by states
every two years. While the weighting system for the rates is tied to the distribution of industry in Oregon,

these comparisons are commonly used in tracking how the relative position of each state has changed.

For instance, in 2014, according to the Oregon national premium rate comparison, the workers’
compensation premiums in Illinois ranked 7* highest among states down from 4® in 2012.” In 2011,
Illinois made changes in the worker’s compensation program to address a variety of benefits and
procedures (HB 1698, 97" Illinois General Assembly). These changes reduced rates but such change was
relatively minor compared to actions in other states. Specifically, even with the changes, the premiums in

Illinois were 127% of the median premium of states included in the study as of January 1, 2014.

States differ widely with respect to workers’ compensation rates and, in recent years, some have actively
tried to lower rates. Nevada and North Dakota, for instance, limit the amount of payroll used to
determine workers’ compensation premiums. South Dakota excludes holidays, sick days, and vacation
days. Arkansas, Georgia, Michigan, New Mexico, North Carolina, Virginia, and Wisconsin exempt
businesses with fewer than three employees. Some states do not provide coverage for casual employees,

farm laborers or those with fewer than five employees.

'8 Walzer, N. (1979). Municipal Problems Commission Report to the lllinois General Assembly. Worker's Compensation Insurance and Reimbursements for State Mandates
(pp. 27-80). Springfield, IL.

1 Oregon Department of Commerce and Business Services. (2015). Oregon Workers’ Compensation Premium Rate Ranking. Eugene, OR.
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Texas has taken the most aggressive action and allows employers (nonsubscribers) to make a voluntary,
contractual commitment to benefit payments.”* However, to make sure of benefit adequacy, the employer
discretion has been coupled with negligence liability exposure. Employers who do not provide adequate
benefits face punitive damages and lose legal immunity for most lawsuits. The nonsubscribers mainly
include employers with fewer than 50 employees. Common reasons for opting out of the workers’
compensation system include high rates, small number of employees, few injuries, and high medical costs

in the workers’ compensation system.

Pension Alternatives

The following are several alternative pension programs that have been considered in other states, the
results of which are not yet known. Thus, they are not considered to be ‘best practices’ yet, and are
included only to provide insights into approaches under consideration or being initiated in other states.
Some of the concepts may be of use in evaluating alternatives in Illinois. These are not included as

recommendations for implementation in Illinois at this time.

Pennsylvania Municipal League (June 2015)

After exploring municipal pension issues with the Coalition for Sustainable Communities (CSC), the
Pennsylvania Municipal League (PML) backed two legislative proposals that offer solutions to the
municipal pension problems affecting communities in Pennsylvania. The two options are briefly

described below.

The Municipal Cash Balance Pension Plan

House Bill 316 (PN 1752) is called the Municipal Sustainability Act. The proposal:
e  Shifts only new hires into a cash-balance hybrid pension plan integrating a defined benefit with a
defined contribution element;
e Authorizes a 457 plan as an additional employee retirement tool;
e  Removes pension benefits from the collective bargaining process;
e  Establishes pension portability by placing all new, public-safety hires in the same plan;

e  Calculates final average salary on base pay and 10% of overtime;

A more complete discussion of options facing both employers and employees is available at: http://www.tdi.texas.gov/wc/employer/cb007.html.
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Increases retirement age to 55 and 25 years of service;

Freezes current benefit levels for existing personnel;

Requires each cash balance account to be comprised of mandatory employer and employee
contributions plus a specified employer guaranteed interest credit; and

Provides a revenue stream to pay down current unfunded liability.

Municipal Public Safety Defined Contribution Pension Plan

Senate Bill 755 (PN 1017) is an alternative to the municipal cash balance pension proposal. SB 755

provides an option to municipalities to provide a defined contribution pension plan to new police and fire

personnel. If approved at the local level, the bill provides that:

All current municipal public safety employee pensions remain at existing benefit levels;

All new public safety employees in full service municipalities will receive a defined contribution
pension plan which is more fiscally sustainable, and is made optional for other employees;

All pensions, for current and future employees, are removed from the binding arbitration process so
that municipal employers can predict costs based on sound actuarial data while slowly paying down
their existing pension liability;

Salary ‘spiking’ (which occurs when final salary calculations include targeted overtime hours for
senior officers) is ended;

Authorizes an optional 457 investment plan as an additional employee retirement tool;

New public safety employees will enjoy full portability of a defined contribution pension plan and
be able to move to any other full-service municipality;

Under a defined contribution plan, all employees contribute a percent of their earnings. Non-Social
Security employees must contribute a higher percent of their increased net income (due to lack of
Social Security withholdings) to ensure their retirement security; and

Full vesting is reached at 10 years (reduced from 12 years in current statute). Vesting options are
further enhanced to include 25 percent at four years and 50 percent at six years and 75 percent at

eight years.

Affected employees would be required to contribute 6 percent of their salary for retirement, half in the

defined contribution plan matched by 2.59 percent of pay for teachers and 4 percent for state employees.
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The other three percent of salary would go into a cash balance plan with no additional employer
contribution, but earning interest tied to yields on 30-year U.S. treasury bonds, but capped at 4
percent.

Retirement system gains in excess of that guarantee would be retained by the funds, and go toward
paying off their mounting liabilities, a provision union leaders have derided as ‘inter-generational
theft’ as new hires see investments on their contributions used to pick up the tab for the mistakes of
the last 15 years.

Approximately 20 percent of the state's current workforce, mostly law enforcement staff like state
troopers and corrections officers, would remain in the current defined-benefit plan, under the
House amendment.

The attractiveness of this plan, according to supporters, is that it shifts the risk of future downturns
in investment returns earned by the retirement systems - and there have been two big ones in the

years since the benefits increase - away from taxpayers.

Massachusetts Pension Plan

In 2011, public employees in Massachusetts who served for more than ten years were eligible to receive a

pension. The pension amount was computed by multiplying the highest compensation level that the

employee received (three-year average) by a factor that works out to 80% for a full career of service. Public

employees, as in many other states, contribute to a fund to cover their future pension benefits. According

to legislative briefs on the subject, there were four fundamental issues in the state-local pension system:

Complexity and resulting lack of transparency.
High investment risk borne by taxpayers.
Disparity of benefits between public employees and private taxpayers.

Unfairness across groups of public employees, and recurring abuse.

One of the initial proposals included eliminating the defined-benefit pension plan all together. In

Massachusetts, this would leave public employees without a basic retirement income guarantee because

they are not eligible for Social Security. An alternative plan was developed and represented a simplified

defined-benefit pension plan for new public employees. The following section draws heavily from the

proposed legislation.
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Currently, state and local pensions in Massachusetts are administered through 106 separate systems. They

are all under the supervision of a single oversight board which makes it difficult to evaluate the overall

condition of the system. The proposed reform would enroll all new public employees (at all levels) in a

single new system and all existing pension boards would be consolidated into that system as their

population under management dwindles naturally. Benefits of a consolidated system, in addition to

increasing transparency and strengthening administration, include:

o The opportunity to implement other pension reforms and have new rules administered consistently
by a new statewide board.

. Removal of pension liabilities from the books of cities and towns (making them agents of collecting
contributions and forwarding them to the state).

o Segregation of liability for a new system maintained permanently at full funding — a good bank/bad

bank approach that isolates existing funding deficiencies.

In late 2011, Governor Deval Patrick signed comprehensive pension reform legislation, S. 2065, "An Act
Providing For Pension Reform and Benefit Modernization." Criticism of the plan from a study by the
Urban Institute found that it needed to increase the funding ratios, offered little incentive for older
workers to stay on the job instead of retiring, and required young workers to be employed by the state for
10 years before earning pension benefits beyond their own contributions and modest interest on those

savings.

Pennsylvania Leqislative Initiative

SB 755 introduced in June 2015 provides an alternative municipal pension reform proposal that would
allow the creation of portable Defined Contribution (DC) pension plans for all newly-hired municipal
public safety and other employees. The bill was endorsed by the Coalition for Sustainable Communities,
which previously endorsed similar legislation (HB 316), as a viable path toward stemming the growing

pension crisis.

Under HB 755, current and retired employees retain all existing rights and benefits. Future employees are

shifted to a more affordable DC plan and are no longer permitted to spike their final average salary.
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The costs of DC pension plans will be much more predictable; the risk of underfunding is less likely

because the contributions to the plan are shared by the employer and employee, and the investment

returns are market-driven.

Highlights of SB 755:

All current municipal public safety employee pensions remain at existing benefit levels;

New public safety employees in full service municipalities will receive a DC pension plan, along the
lines of what most Americans currently receive and one which is more fiscally sustainable, and is
made optional for other employees;

All pensions, for current and future employees, are removed from the binding arbitration process so
that municipal employers can predict costs based on sound actuarial data while slowly paying down
their existing pension liability;

The unaffordable and unfair practice of salary ‘spiking” (which occurs when final salary calculations
include targeted overtime hours for senior officers) is ended;

Authorizes an optional 457 investment plan as an additional employee retirement tool;

New public safety employees will enjoy full portability of a DC pension plan and be able to move to
any other full-service municipality;

Under a DC plan, all employees contribute a percent of their earnings. Non-Social Security
employees must contribute a higher percent of their increased net income (due to lack of Social
Security withholdings) to ensure their retirement security;

Full vesting is reached at 10 years (reduced from 12 years in current statute). Vesting options are
further enhanced to include 25% at four years and 50% at six years and 75% at eight years; and

Improves job and pension security for current and future municipal uniformed union employees.

Comparing Prevailing Wage

A common complaint in the NIU-CGS Unfunded Mandates Study submitted by local governments to the

Task Force was that the Prevailing Wage Act imposes unnecessary, and often exorbitant, costs on certain

projects. These costs have led states, most recently Indiana, to repeal prevailing wage altogether. Local

governments surveyed do not think the State of Illinois should dictate wages on contracts for smaller

projects Many local governments suggested providing exemptions to the Prevailing Wage Act, although
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the suggested exemptions varied by government type. Some municipalities, for example, suggested a cost
threshold of $1 million per project. While some states like Iowa have no prevailing wage, most states with

a prevailing wage provide for exemptions.

Another complaint among local governments surveyed is that the Prevailing Wage Act often requires

them to pay contractors wages that are inconsistent with those typically offered locally in the private

sector. Practices in other states that might be considered in Illinois include:

o Provide greater clarity regarding how the prevailing wage is calculated so that local governments
better understand why they must pay more than the private sector.

o Enhance local control by making it easier for governments to conduct local wage surveys in order to
identify prevailing wage levels appropriate for local labor markets.

o Replace with a competitive bidding system, allowing local governments to choose the most qualified

contractors for the lowest cost.

A final common complaint is that the Prevailing Wage Act discriminates against small local businesses
that want to contract with local governments, but they are unable to meet personnel and administrative
costs associated with the mandate. This mandate can be addressed by providing exemptions for small

businesses, e.g., those with five employees or fewer.

Procurement and Higher Education

While few industries have managed to weather the financial crisis unharmed, for higher education, the
impact of the downturn has been especially serious. Tuition increases, budget shortfalls, and rising costs
for everything from labor to supplies threaten to make a higher education inaccessible for many residents.

Procurement has become a priority for higher education's leaders, including those in Illinois.

A 2010 report to the Illinois General Assembly, ‘Higher Education Procurement Study Committee,’

identified several issues that had arisen since the legislation passed and begun to be implemented at the

nine public universities in Illinois. Two major areas were addressed in the report:

. Certain core functions of public universities (e.g. sponsored research, libraries, student health
centers and public healthcare) often require specialized equipment and expertise available only
from one source and the sole source vendors are often not willing to complete the expanding

certifications and documentation required by the revised code.
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o A reduction in number of businesses willing or able to participate in the purchasing process. The
increasing certification and documentation requirements being placed on potential vendors are

troubling, especially for the smaller vendors.

The report also acknowledged the unique needs of public universities and suggested that procurement
policies should be shaped with this premise in mind. One recommendation was to allow public
universities to develop their procurement code for an initial period of five years that would be subject to

legislative review and approval at the end of this time period.

An example of a procurement analysis and documented cost-savings is from the privately-funded
University of Pennsylvania which began the Procure-to-Pay (P2P) Enhancement Project in 2006. Several
components of its process are replicable and could respond to both concerns expressed and the

recommendations made in the report to the Illinois General Assembly.

Entities Involved

° Purchasing services.

. Office of the comptroller.

o Information Systems and Computing (ISC), and financial training.

o The project identifies opportunities to increase process efficiencies, provide new and enhanced
training and support tools for system users, maximize strategic supplier relationships, and identify
new cost containment opportunities.

Actions

The P2P project team has five specific business objectives:

o Training: Enhance end user training to improve the quality of purchasing data entered into the
purchasing system, leading to a reduction of process exceptions and administrative rework across
the campus community and in central administration offices.

o Process Improvements: Further streamline the entire procure-to-pay process, leading to a reduction

of administrative time and effort related to the requisition creation and supplier payment processes.
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Compliance: Collaborate with school and center senior administrators to ensure compliance with
internal requisitioning requirements, supplier invoice payment responsibilities, and utilization of
preferred contract suppliers.

Supplier Payment: Ensure payment of supplier invoices according to agreed-upon buyer/seller
terms and conditions by accounts payable. In addition to increasing productivity and providing
new cost containment opportunities, timely payment enhances supplier relationships and enables
the P2P team to investigate new electronic invoicing and payment technologies that will lead to
additional opportunities in the future.

Cost Containment: University-wide, and school and center specific, cost containment initiatives

resulting in new cost containment opportunities for the institution.

Results/Outcomes

In June 2006, Penn Purchasing Services started a cost containment initiative to further leverage the

institution's buying power and achieve $50 million in documented cost containment over a four year

period ending on June 30, 2010 (Table 21).

Cost-Savings

Purchasing Services identifies and tracks legitimate cost-savings through supply chain business
strategies aimed at achieving ‘least total cost pricing’ that takes into account not only price, but
factors such as quality, service, delivery and all other aspects to assess the total value of the products
and services required in support of the education and research mission of the institution.

The pursuit of cost-savings cannot be the sole determining factor in the selection of a product,
supplier, or work method to meet the university's need.

During the first four years of measuring cost-savings, University of Pennsylvania surpassed its goal

and reported savings of nearly $70 million dollars.
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Table 21. Outcomes of the Penn Purchasing Services Cost Containment Initiative

Documented Cost Containment by Fiscal Year Reported Results
Four Year Goal $50,000,000
Results Achieved to Date 967,543,614
FY2010 Cost Containment (YTD) 918,894,396
FY2009 Cost Containment $19,437,486
FY2008 Cost Containment $17,339,860
$11,871,872

FY2007 Cost Containment
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PROPOSALS SUBMITTED TO LT. GOVERNOR SANGUINETTI AND THE TASK FORCE
|. PROPOSALS SUBMITTED TO & CONSIDERED BY THE TASK FORCE

The following proposals were considered by the Task Force on June 24, 2015:
Proposal No. 1: Enact a 4-year moratorium on creating new local governments. (Proposal Passed:

21-1-0)
e No new local government agencies to be created by the General Assembly for a period of 4-years.

e Exemption if creation of new local government is from consolidation of two or more local
governments.

Rationale provided:

As of March 2015, the Illinois Comptroller’s Office reports the state has 8,480 units of local government,
by far the most in the nation. Illinois has added a net of 19 new units since their last tally in July 2014.

Between 1998 and 2015, there has been a net increase of 148 units.

The State of Illinois should be consolidating, streamlining and eliminating unnecessary units of local

government instead of creating new ones.

Too many layers of local government leads to duplication of services, inefficiencies and higher costs.
Illinois has some of the highest local government taxes in the nation, with the 10th highest sales tax and
the 2nd highest property taxes. Public corruption is aided when there are too many units of local

government for state and federal authorities to adequately police.

Consolidation or dissolving units of local government has been happening in Illinois, but not nearly at a
fast enough rate to keep up with the creation of new units of government. In order to adequately address
the issue of excessive layers of local government in Illinois, the state needs to hit the ‘pause’ button on

creating new units of local government.

According to information reported to the Illinois comptroller, 384 new local governments have been
created while 236 were dissolved since 1998 (Tables 22 and 23). The net increase was 148 units of local
government. More than 96% of the newly created local governments in Illinois during this time period

were special purpose governments, 370 of 384 local governments.

97



Table 22. Growers of local government in lllinois between 1998 and 2015, by type

UNIT LEVEL CREATED DISSOLVED NET +/-
Public Library District 62 4 +58
Drainage District 65 18 +47
Fire Protection District 2 15 +27
Water Service District 33 6 +27
Park District 24 5 +19
Public Building Commission 13 +13
Public Water District 12 1 +11
Village 14 3 +11
Mass Transit District 7 +7
Water Commission 6 +6
Joint Action Water Agency 4 +4
Museum District 3 +3
Port District 3 +3
Exposition and Auditorium Authority 3 1 +2
Mosquito Abatement District 2 +2
Natural Gas Agency 2 +2
Solid Waste Agency 2 +2
Water Authority h) +
Electric Agency 1 1
Planning Agency 1 1
Public Health District 2 1 +1
Rescue Squad District 1 +1
River Conservancy District 2 1 +1
Special Recreation 1 +1
Water Redamation District 2 1 +1
Total 309 56 +253
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Table 23. Consolidators of local government in lllinois between 1998 and 2015, by type

UNIT LEVEL CREATED DISSOLVED NET +/-
Soil and Water Conservation District 1 2 -1
City 1 -1
Forest Preserve 1 -1
Surface Water District 1 -1
T.B. Sanitarium District 1 -1
Township 2 -2
Street Lighting District 1 4 -3
Hospital District 5 -5
Road and Bridge 5 -5
Community College 8 -8
Road District 1 10 -9
Sanitary District 7 25 -18
Multi-Township Tax Assessment District 36 59 -23
School District 17 44 -27
Total 63 168 -105

Proposal No. 2: Expand DuPage County’s pilot consolidation program to all 102 counties. (Proposal

Passed: 21-0-1)

e Expand DuPage County’s local government consolidation and dissolving powers to all other 102

counties in the state.
Rationale provided:

In many counties across Illinois, there are a number of local government agencies where a majority, or all,
of the board members are appointed by the county. Without a connection to voters, the agencies often
lack transparency and escape public accountability. These agencies often provide duplicative services
which can be absorbed by other government agencies, or are ‘paper’ agencies contracting all service

provision out to other local governments or private businesses.
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A bipartisan bill, Senate Bill 494, was signed into law in 2013 giving DuPage County the ability to dissolve

or consolidate 13 different government units within the county.

As a part of the ACT Initiative by DuPage County Chairman Dan Cronin, the county has successfully
eliminated two units of local government in two years under powers given to it by SB 494. Preliminary
results from this law show the consolidation process can increase transparency and accountability of local
government agencies while saving taxpayers money.

This process of consolidating or dissolving local governments whose boards are appointed rather than

elected, should be expanded to all counties across the state.

Proposal No. 3: Empower Illinois citizens to consolidate or dissolve local governments via referendum.

(Proposal Passed: 21-1-0)

e Maximum petition signature requirement of 5 percent of the votes cast in the last general election,

with a minimum of 180 days to collect petition signatures.

e Require either three-fifths of those voting on the amendment or a majority of those voting in the
election from both the dissolving and receiving unit of local government for referendum approval.

Same as amending the Illinois Constitution.

e Require simple, understandable referendum language on ballot; “Shall the [dissolving unit of local
government] be dissolved on [date of dissolution] with all of its property, assets, personnel,

obligations and liabilities being transferred to [receiving unit of local government]?”

e Provide for the timely transfer of all assets, liabilities, property, personnel and contractual obligations

from dissolving unit to receiving unit of local government.
e Transfer rights and duties to receiving unit.

e Allow different types of local government to be consolidated or combined (general purpose into

general purpose, special purpose into general purpose, special purpose into special purpose).

e Maintain other citizen-initiated consolidation laws with lower petitioning and voting requirements.
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Rationale provided:

The citizens of Illinois deserve a fair process to determine the form and function of their local
governments, including consolidating or dissolving units of local government. The Illinois General
Assembly should empower Illinois citizens by strengthening their ability to consolidate local governments
by creating a universal citizen-initiated referendum process to consolidate or dissolve units of local

government.

The State of Illinois has 6,963 units of local government, according to the 2012 Census of Governments,
the highest number in the United States by more than 1,800 units. Illinois also has more general purpose
and special purpose units than any other state. This layering of local government creates inefficiencies,

duplication and increases the chances for local government corruption.

We cannot rely on elected officials to be the sole party to initiate consolidation of local government. Many
elected officials are risk averse and resistant to changes. Others are determined to protect political

tiefdoms from consolidation which could result in the loss of jobs for themselves and their political allies.

It is much easier for citizens to create new units of government than it is to consolidate or dissolve them.

In many instances citizen-initiate