2021 Non-Home RUIG Sales Tax Referenclum Information

Most people will agree that a clean, ﬁeshly black toppecl street does wonders for the overall
appearance of their neighborhood. A well-maintained street will add to the beauty, quality of life,
resident safety, and curb appeal of homes in your neigh]oorhoocl.

Un£ortunately, despite the Viﬂage’s best egorts, Spring Grove is £auing behind in the battle to
maintain our local streets. This is due to a significant increase in the cost of materials and a decade
long shortfall in revenue coming from the state. The bottom line is that without new sources of
revenue, the ViHage’s ability to provicle core services, attract new business clevelopment, and

maintain the quality of life standards our residents and businesses expect will be severely impac’cecl.

There is a solution. In April, you will be asked to approve a referendum which will add a 0.75%
sales tax on most purchases within the Viﬂage. That means for every $100.00 of purchases made
in our town, $0.75 that cannot be touched Ly the county or state will go toward vital infrastructure
projects in your community. If this measure passes, the Vi//age will receive enouglt funding to
double the pace of our neigltborlzooal road improvement program without alipping into other
infrastructure ][unals.

Many of our surrounding communities have implemented this additional sales tax for the purpose

of funding local projects. Did you know when you go to Walmart or JCPenney you are helpin
g proj y you g Yy ping
Johnsburg maintain their Viﬂage streets? When you have dinner along the Riverwalk or shop at
Meijer or Kohl’s you are paying an additional tax that helps McHenry maintain their streets. Like
these communities, the ViHage’s proposal secks to raise funds without putting the burden
completely on the baclzs of our residents. When someone from Richmond or Fox Lalze goes to our

ewel, or a traveler heading north for vacation stops at McDonald’s or for as, they will be helpin
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maintain your streets.

Every member of the Viﬂage Board is also a member of this community. We are very much aware
that the topic of new taxes is not a welcome one, but the need is real and great. This proposal
provicles a solution without the full burden Leing placecl on your shoulders. The Board is committed
to maintaining the incredible quality of life standards we have all come to enjoy. Should this
referendum fail, we will have to evaluate other options to fund our infrastructure. These other

options are sure to have a greater impact on our residents.

The foﬂowing pages contain details on current £uncling shortfalls, how the sales tax would work,
comparisons to other McHenry County tax rates, and current revenue sources. There are also

answers to Frequently Asked Questions.



How Does Sales Tax Work. Every purchase of generai merchandise, titled and registereci vehicles,
and grocery-type foods is taxed. Groceries and certain medical merchandise (quaiifying food and
(irugs) are taxed at 1% of the purchase price; general merchandise and titled/ registered vehicles are
taxed at a minimum rate of 7.00% in the State of Illinois and that is the rate currentiy ci'iargeci in
the Viﬂage of Spring Grove. Municipalities automaticaﬂy receive 1% of the purc}iase price of these
items, while other portions of the sales tax support the County and the State. If you spenci $100
on taxable merchandise in the Viﬂage of Spring Grove, the Viﬂage receives $1 in sales tax revenues.

Sales Tax Rates of Other McHenry County Municipalities

o The Viﬂage of Jo}insi)urg has an additional 0.50% municipai sales tax.

o The City of McHenry has an additional 0.75% municipai sales tax.

o The City of Crystai Lake has an additional 0.75% municipai sales tax.

o The Viﬂage of Aigonquin has an additional 0.75% municipai sales tax.

e The City of Woodstock has an additional 1.00% municipai sales tax.

o The Viﬂage of Lake in the Hills has an additional 1.00% municipai sales tax.

Infrastructure Improvements and Repairs. The Viuage needs important infrastructure
improvements that will affect the quaiity of life standards that our residents and businesses have
come to expect. The roads need to be maintaineci, repaireci, and reconstructed to be ieep’c

saie. Motor iuei tax receipts are insui'ficient to meet t}iese nee(is.

The sewer and water systems are a viable source to the Viiiage’s economic grow’ci'i. The sewer system
needs to be repaired or replace(i and the water system expan(ie(i in order for the Viﬂage to attract

new businesses.

Roads Repairs. The Viﬂage of Spring Grove has approximately 55 miles of roads to maintain with
some roads not i)eing resurfaced in 27 years. The average life expectancy of aroad is 15 years. 41%
of the roads maintained i)y the Viﬂage are over the average life expectancy with another 12% coming
up on the average. The Viiiage has 8 miles of road that are 20 years or more oici; 14 miles that
are 15-19 years oi(i, and another 12 miles that are 10-14 years old. In the past, the Viﬂage was
able to repave 2-3 miles of roads a year but is now faced with the daunting task of trying to i)u(iget
to pave 1 mile of road a year due to the exorbitant cost of aspi'iait and other ]oucigetary limitations.

Water and Sewer Expansion. An integral part in attracting new businesses is sewer and water aiong

commercial corridors. The Viﬂage was fortunate to have the water tower pai(i for i)y Jewel when it
was built but the Viﬂage has not been able to expan(i the water system down Route 12 and into our
commercial and industrial areas, which has limited grow’ci'i. Many retail and industrial businesses
preier to be connected to Viﬂage sewer and water and those over 12,000 sq. ft. are require(i to
provicie a fire suppression system. The lack of having water available to vacant or unoccupieci
properties has limited our growth. Expan(iing water to these areas will iieip attract new businesses
and fill some of the vacant properties aiong Rt 12.



Revenue Sources. The Viiiage relies heaviiy on revenues coming from income, property, utiiity,
and sales taxes. Seventy—iive percent of the Viilage’s total generai fund revenue comes from these
four sources to provi(ie our community with poiice protection, parlzs and road maintenance, snow

piowing, capitai infrastructure improvements, and other services.

State Income Tax: These funds are controlled loy the state and the amount the Viiiage receives will
not increase i)y any signiiicant amount. In fact, they mig}it actuaﬂy decrease as state 1egisiators
routineiy look to piug their own i)u(iget holes.

Property Tax: This last tax year oniy 1.85% of your total property tax payment went to Spring
Grove Viiiage. That amounts to the average household contrii)uting a little over $200.00 per year
to the Viﬂage’s generai fund. (Anotiier 2% went to the pension fund, which is reaﬂy controlled i)y
the state). THE VILLAGE BOARD IS NOT CONSIDERING ANY INCREASE IN YOUR
PROPERTY TAX LEVY [IN ORDER TO FUND INFRASTRUCTURE
IMPROVEMENTS.

Utility Tax: The Viﬂage, like many municipalities in llinois , has a pui)iic utiiity tax of five percent

on gross receipts from the sale of electric, natural gas and telecommunications.

Sales Tax: The oniy remaining real possii)iiity for an increase in Viﬂage revenue is from sales
tax. The Viiiage now receives some taxes from gaming activities and while that i'ieips, it is not
neariy enoug}i to fund the needed projects cach year. Therefore, the oniy real possii)iiity of iunding

the needed infrastructure improvements is through a generai sales tax increase from 7% to 7.75%.

Non-Residents Help Fund This. A gooci portion of Viﬂage retail business comes from peopie

who do not live in Spring Grove. Oi)viousiy, these folks use our roads, too.

The loeau’cy of a generai sales tax increase is that the tax is shared. Spring Grove residents would
incur oniy a portion of the cost, just to the extent Jciiey si'iop in Spring Grove.

Questions & Answers

ley is there going to be a referena[um to increase the sales tax in Spring Grove ][rom 7% to
7.75%?

Municipaiities like Spring Grove can increase the sales tax rate of generai merchandise on purchases
made within their iegai boundaries. The Viuage of ]oi'insi)urg and City of McHenry have aireaciy
increased their sales tax rates. The Viﬂage of Spring Grove is aslzing voters to consider a 0.75%
Non-Home Rule Sales Tax, which would loring the Viﬂage’s sales tax rate to 7.76%. The increased
rate would appiy on purchases of general merchandise, grocery, and prescription cirugs oniy
exclu(ling' titled and reg’istere(l vehicles. Sales tax revenue is currentiy the iargest Single source
of revenue for the Viiiage, about $64:5,000 annuaﬂy from purchases made within the Viiiage, which
comes from the 1% municipal tax currentiy in piace. If the referendum is approve(i i)y the voters,
the tax would appiy to items purci'iaseci i)y residents and non-residents and the additional revenue
to the Viuage from sales tax would provicie about $483,750 per year.



ley does the Vi//age need to raise the sales tax rate?

The Viﬂage of Spring Grove is experiencing rising operating and capital costs that are outpacing
flat or cleclining revente. Although the Viﬂage is constantly reviewing its cost structure and Seelzing
ways to increase its limited sources of revenue, the Board of Trustees has determined that additional
revenue is needed to maintain the quality of its present level of services and maintain its

in£rastructure.

Wizy should T pay more in sales tax when my property tax is so lriglr?

The Viﬂage gets very little from your property tax hill. For example, if your hill is $10,000, the
Viﬂage gets about $400, of which more than half goes to the state mandated police pension
fund. The rest of your tax bill goes to about 9 other taxing authorities.

How much would this cost me?

It depends, of course, on how much you spencl in the Viﬂage. To put things in perspective, a gaﬂon
of milk would cost 2 cents more. For every $20 you spend here, that would only be 15 cents
more. 1f you spent $2,000 during the year within the Viﬂage, that is only $15 more. You can
clearly see that since sales taxes are also paid I)y non-residents, your cost to improve our

in£rastructure is not very muc}l.

Is it clzeaper to raise property taxes?

No. Property taxes would have to increase L)y $268 for a home worth $350,000 ($388 for a home
worth $500,000, ete.) to yield the same benefits as the proposed sales tax hike. Comparing this to
the prececling paragraph on how much this would cost you, a household would have to spencl over
$35 ,000 cluring the year within the Viﬂage to make this equivalent.

We pay 7% sales tax now. Where does it all go?
The State gets 5%, the Viﬂage 1%, the RTA 0.75%, and the County 0.25%.

ley does the Vi//age need the money? Doesn't it have enouglz?

The Viﬂage operates on a total I)uclget of about $3.5 million per year. The Vil]age’s resurfaoing
budget, fluctuates annuaﬂy. Cost is outpacing revenue. Without this increase the Viﬂage will fall
behind even further. With the increase, the Viﬂage will have the aljility to double the pace of

resurfaoing projects.

How much new money would this Zwing in?
Based on current sales tax coHections, about $483,750 per year. This would be enough to double

the pace of resur£acing projects without agecting other needed improvements to our infrastructure.



Who pays sales tax?
Anyone I)uying eligﬂ)le items in Spring Grove. Many Spring Grove businesses draw customers from
surrouncling areas so the tax burden will be shared with non-residents, just as neighljoring

communities draw on your business to fund their projects.

If part o][ the financia/ issue is the rising costs o][ emp/oyee pensions, wlly doesn’t the Vi”age
restructure its pension plan and/or migrate emp/oyees to 401k programs like what has
lzappenec/ in the private sector?

The benefit levels and structure of the employee pensions are set and mandated at the state level
and are Sul)ject to provisions in the Illinois Constitution. As a result, the Viuage has no abili’cy to
alter the benefit levels or structure of the pensions. The state has implemented new benefit levels
for new employees that may help the Viﬂage 1ong—’cerm, but at this time the Viﬂage’s pension

contributions are outpacing our revenues.

How do we know the increase in the sales tax will produce the amount necessary to lle/p pay
for the in][rastructure needs?

The Viﬂage knows more accurately how much we will raise in sales tax dollars based on reports we
received from the Illinois Department of Revenue. Based on the accuracy of these reports in the

past, we are confident that the new sales tax will bring a minimum of $483,75O per year.

If the referen:jum passes and the Vi//age imposes the 0.75% sales tax, will there be a need in
the future to raise taxes again?

The Viﬂage will continue to feel the pressure of reduction in state shared revenues, rising pension
costs, c}langing market conditions and other pressures. However, the sales tax increase is expec’ced

to be enough to fund the Viﬂage’s capital ol)liga’cions for the foreseeable future.

When would the sales tax increase take eﬁ[ect?
The increase could be effective late summer or fall of 2021.

What lzappens 1'][1 vote no?
If the referendum faﬂs, it is not clear how our infrastructure will be maintained on the schedule
designed for their life spans. The Village Board would be able to fund its basic operations but would
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be hard pressed to find extra revenue for future infrastructure projects. This may result in
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deteriorating roadwa s, inadequate sewer s stem, lack of commercial and industrial growth and
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possil)le cleclining property values. If the Viﬂage Board also decided to cut expenses to free up

money, they would be eating into an already lean operation.



