
Fees . User C ,, L~ 

I AT- Analysis of the Reliance 
an Fees end User Charger of 

Five Local Gmernmmts in Cook County 



Local Government 
Fees and User Charges 

A Trend Analysis of the Reliance 
on Fees and User Charges of 

Five Local Governments in Cook County 

Prepared By 

Susan Fonin 

The Civic Federation 
243 South Webash, Suite 860 

Chicago. Illinois 60604 

(312) 341-9803 

0 Copyright 1997 byThe Civic Federalion 
NO par, Of this v~lume may be rsprodllcrd without the rpecific permi~sion of the copyright owner 





; Foreword 

! 
! 

i 

', 

I 

I 

i 
I 
'i 

THE CIVIC FEDER.~PION HAS MONITOKED AND EVALUATED the budgetary and financial policies of local 
governments in Illinois since 1894. Our mission is to promote economy and efficiency in the organi- 
zation and management of public business and to furnish the public with accurate information 
concerning governmental revenues and expenditures. Published for the first time this year Local 
Goverrm?,cnt Fees and User Cha,ges complements The Civic Federation's three other annual data 
base reports on local government finances: Property Tams, Assessments, and Appeals; Status of 
Local Pcnsion Funding; and Local Govnnmtlent Long-%m Debt. 

Local Government Fees and User Charges examines trends in the reliance of five local governments 
in Cook County on fees and charges as a source of revenue from fiscal years 1989-1995. Federal and 
state policies that place greater responsibilities with local governments, declining federal aid, and 
initiatives such as property tax limitations, which took effect in Cook County in 1994, place pressure 
on local governments t,o find alternative means to finance the goods and services they provide. This 
report provides four types of data for each government: I) a descript,ion of the types of fees and 
charges employed; 2) the aggregate growth or decline in revenue from fees compared to all sources 
of revenue, and the fees that contributed most to the growth in fee revenues; 3) a trend analysis of 
reliance on non-tax sources of revenue from 1989-1995; and 4) a trend analysis of fees and charges 
as a percent of total revenues from 1989-1096. The report provides a baseline fiom which local 
governments' reliance on fees and charges can be tracked annually to provide a clearer understand- 
ing of how goods and services are provided by local governments in Cook County. 

The Civic Federation would like to thank the government officials who provided data for the analysis. 
The City of Chicago's Office of Budget and Management and Comptroller's Office; Cook County's 
Bureau of Finance and Offices of the County Clerk, the Clerk of the Circuit Court, the County Sheriff, 
and the Recorder of Deeds; the Chicago Park District's Budget Office; the Metropolitan Water 
Reclamation District's Office of the General Superintendent; and the Forest Preserve District of 
Cook County's Office of the Comptroller all provided essential data and reviewed the analysis. 

The study was prepared by Susan Fortin, Research Associate a t  The Civic Federation. Valuable 
editorial comment was provided by Dr. Woods Bowman, Assistant Professor in the Graduate Program 
in Public Service at DePaul University and Dr. Roland Calia, Director of Research at The Civic 
Federation. 

The Civic Federation is indebted to the generosity of the Arthur Rubloff Residuary Trust for funding 
this publication. 

John F. Ward., Jr. Lance Pressl, Ph.D. 
Chairman President 





About The Civic Federation is a nonpartisan government and fiscal watchdog and research organization 

The Civic Federation founded in 1894. The Federation provides three primary services. First, it promotes efficiency and 
economy in the organization and management of public business. Second, it guards against excessive 
taxation and wasteful expenditure of public funds. Finally, the organization serves as a technical 
resource providing objective information regarding state and local governmental revenues and 
expenditures. 

The Civic Federation fulfills its mission by analyzing public finance and government service delivery 
through research reports and public commentary. Recent research reports have assessed the impact 
of tax increment finance in northeastern Illinois, evaluated the status of major local pension funds 
and analyzed Cook County property tax trends. 

The Federation is a tax-exempt organization under Section 501(c)(3) of the Internal Revenue Code 
and is incorporated as a nonprofit Illinois corporation. For more information, please contact The 
Civic Federation at (312) 341-9603 or visit our website at http://www.mcs.net/-civicfed/. 



Contents 



List of Tables 
and Figures 

, 

Table i Aggregate Change in Revenues for All Governments: FY1989-1995 
~~~ - 

xii 
~~ 

Figure i All Governments Non-Tax Sources as a Percent of Revenues: FY198Q-1995 xiii 

Figure ii All Governments Fees & Charges as a Perc,ent of Revennes: FY1989-1995 
- .~ - .~ - . . xiv 

. 

Table 1 TMes and Examoles of Beneficiam Charges 6 

Table 2 Distinctions Among Charges 
-- .~ ~ . . ~ -  ~ 

Table 3 Advantages of User Charges as a Revenue Source 

Table 4 DisadvantagesLimitations of User Charges as a Revenue Source 
~ . . ~ ~  . ~ . - .- 

Figure 1.1 Cook County Breakdown of Fees and Charges: FYI995 

Figure 1.2 Cook County Non-%x Sources as a Percent of Revenues: FY1991-1995 
--- -~ . ~- - - ~ 

14 
- -- 

Figure 1.3 Cook County Fees &Charges as a Percent of Revenues: FY1981-1995 
--- - .. . ~ 

14 
~ ~ ~ ~ - ~ p  

Figure 2.1 Cia of Chicago Breakdown of Fees and Charges: FY1995 
-~ ~ ~ ~~. .- ~. ~.~ 18 

~ . 

Figure 2.2 City of Chicago Non-Tax Sources as a Percent of Revenues: FY1990-1995 19 

Figure 2.3 City of Chicago Fees & Charges as a Percent of Revenues: FY1990-1995 
--- 

10 
- - . - 

Fiaure 3.1 Forest Preserve District Breakdown of Fees and Charges: FYI995 22 

Figure 3.2 Forest Prese~ve District Non-Tax Sources as a Percent of Revenues: 
FYISXA-lRR5 

Figure 3.3 Forest Preserve District Fees & Charges as a Percent of Revenues: 
FY1989-1995 

-~ ~~~ ~ ~ ~~ . .  . ~ . .  . 
23 

Figure 4.1 Chicago Park District Breakdown of Fees and Charges: FYI995 
~ . .. .. 

27 

Figure 4.2 Chicago Park District Non-Tax Sources as a Percent of Revenues: 

~ - - ~ ~  - 
W1989-1995 

p-~ .. ~ 

28 
-- . 

Figure 4.3 Chicago Park District Fees &Charges as a Percent of Revenues: 

-- 
FY1989-1995 

, . ~-~ 
28 

Figure 5.1 Metropolitan Water Reclamation District Breakdown of Fees and Charges: 
FYl995 .. . . ~~. ~ ~~~~ 

30 

Figure 5.2 Metropolitan Water Reclamation District Non-Tax Sources as a Percent of 
Revenues: FY1989-1995 

~- ~~~. 
31 

~~ ~~ ~- ~ ~ 

Figure 5.3 Metropolitan Water Reclamation District Fees &Charges as a Percent of 

~ 

Revenues: FY1989-1995 
-- - 32 ~- .. .- ...-......-...A-p ~ 

Table 5 Aggregate Change in Revenues for All Governm 
. 

33 
~ ~~ ~ ~ 

Figure 6 Non-Tax Sources as a Percent of Revenues: FY1989-1995 ----- 34 

ent of Revenues: FY1989-1995 35 





Executive Summary 

I Purpose of the Report 

Local governments across the country have increased reliance on non-tax sources of revenue, and fees and 
charges in particular, over the past two decades. In the face of the tax limitation movements of the later 
1970s and early 1980s, and local fiscal crises precipitated by recessions, tax base competition, and 
changing federal and state policies that decreaed local aid, governments have sought means to stabilize 
and increase revenues without increasing taxes! User charges and fees have been the most rapidly grow- 
ing source of local revenue.' 

The study had four purposes: 1) to explain how fees and user charges are employed as a revenue source; 
2) to describe the major types of fees and charges employed by the governments studied; 3) to determine 
whether a trend toward greater reliance on non-tax sources of revenue, and fees and user charges in 
particular, exists among local governments in Cook County; and 4) to establish a baseline from which to 
analyze future trends in local governments' revenue structures. 

This study analyzed five major governments from fiscal years (FY1989-1996): Cook County, the City of 
Chicago, the Chicago Park District, the Metropolitan Water Reclamation District of Greater Chicago, and 
the Forest Preserve District of Cook County. 

The report provides: 

1, discussions of the difference between fees and taxes, the various types of charges and fees, and the 
advantages and limitations of incorporating user charges into a revenue structure; 

2, a narrative description of the types of fees and charges used by each government,; 

3. a comparison of the aggregate growth in revenue from fees to growth in all revenues together for each 
government from fiscal years 1989-1995 (FY1989-1995); and 

4. trend analyses for each government showing the incremes or decreases in their reliance on all non- 
tax sources of revenues and on fees and charges, over the period of the study. 

Defining fees and charges, and determining which sources of revenues are classified as fees and charges, 
is difficult, because governments adopt different classifications. The following section provides back- 
ground information on the nature of various fees and charges to establish a context for analyzing the 
individual governments. 

1 C. Kurt Zorn,"User Charges and Fees," in Local Government Finance: Concepts and Practices, Government Finance Officers 
Association, Chicago, 11, 1991, p. 135. Robert L. Bland, "Service Charges and Regulatory Fees,"in A Revenue Source for Local 
Government, ICMA,Washington, D.C.. p. 5-8.105. 

2 Bland, p. 105. 



Fees and Charges Distinction between Taxes and Fees 

as a Revenue Source The psimaw distinction between taxes and fees or charges relates to the nature of the payment involved. 
Most taxes are compulsory payments by individuals or private organizations to government to pay for 
general services that may or may not directly benefit the taxpayer. User charges and fees are voluntay 
payments for a good or setvice provided by the public sector that are paid by individuals who benefit 
directly from that good or Taxes paid do not necessarily reflect the quantity of services that the 
taxpayer receives while user charge payments vary directly with the amount of sesvice or good 
received by the payor.4 

The nature of the good or service provided determines whether it is financed through taxes or fees. 
Private goods are those that can he sold in discrete units for a price, which means that only the 
purchaser benefits from the good. Pubiicly provided electricity is one example. Public goods, on the 
other hand, cannot be sold in discrete units, so the benefits can be enjoyed by individuals who have 
not paid for them. Police protection is one example. For this reason, public goods are typically 
financed lhrough general taxes rather than prices, while private goods, or goods resembling them, are 
financed through charges and fees. Mixed goods display a combination of the characteristics of pri- 
vate and public goods, and are financed through taxes and charges to nsers."ublic university tuition 
is an example of a mixed good. 

Types of Charges and Fees 

Considerable ambiguity exists in the definition and labeling of various fees and charges. To clarify the 
ambiguity, the Government Finance Officers Association (GFOA) classifies the numerous types of fees 
and charges into four categories of beneficiasy charges: 

1. Utility charges. Utility charges are voluntary paymenls for publicly provided goods that are essen- 
tially private in nature, i.e., t,hey benefit specific individuals and payment varieswith consumption, 
as in the case of water setvice charges. The public sector has chosen to provide the good rather 
t,hatl to regulate private provision of it! 

2. User charges m d  fees. User charges and fees are payments for voluntarily purchased goods or 
services provided by the public sector that benefit specific individuals, but also typically possess 
public good characteristics or are associated with them-their use creates direct or indirect 
benefits for groups other than the user-which may provide a rationale for public subsidization of 
those services? Examples of user charges are public health services and recreational fees. 

In order to apply user or utility charges, which simulate prices in the private sector, conditions 
associated with private market transactions must be present, including: 

rn The individuals or group that benefit from the good can be identified; 

rn Individuals who do not pay for the good can be excluded from using it; and 

The decision to purchase the good or service is voluntary! 

1 
3 Zorn. p. 137-138. 

4 Robert Tannenwald. "Taking Charge: Should New Englsnd Increase its Reliance on User Charges?" New England Econom;c 
ReviewlJan-Feb 19901, p. 56. 

5 Bland. p. 105. 

6 Zorn, p. 142. 

7 \bid., p. 137. 

8 /bid.. p. 143. 



Overview of Local 
Governments 
in Cook County 

3. License and permit fees. License and permit fees are payments made in exchange for the 
privilege to carry out an activity granted by a public entity, rather than for a good or service? 
They are compulsory if one carries out that activity. Governments charge these fees to cover the 
cost of regulating certain private activities, including many occupations and constrnction. 

4. Special assessments. Special assessments are compulso~y payments based on charges levied on 
ma1 property in a specific area for particular benefits generated by government investments, such 
as new sidewalks or street improvements. They are paid for by property owners benefiting from 
that investment. Although the investments are linked to identifiable beneficiaries, because pay- 
ments are mandatory, they are considered a form of t a~a t ion . '~  

AdvantageslDisadvantages of Incorporating 
User Charges in the Revenue Structure 

Incorporating user charges and fees into a government's revenue structure has numerous potential 
advantages. For example, user charges and fees: 

rn allow governments to diversify their revenue streams in the face of fiscal pressures such as prop- 
erty lax limitations and declining federal and state aid; 

rn provide signals to governments about consumer preferences and demand for part,icular goods and 
services, which are not present with tax financing; and 

rn can improve equity by requiring the users of a good or service to pay for it, which eliminates the 
subsidy by non-users of a good or sewice to the users that is present when goods and services are 
financed through general taxes!' 

Despite a number of potential advantages, user charges and fees have some disadvantages and limi- 
tations in their applicability. User charges and fees: 

rn may be an inappropriate method of financing many goods, becanse, as noted by the GFOA, three 
conditions must be satisfied before they can be used: 1) the good or service must be voluntarily 
consumed; 2) its benefits must accrue to identifiable individuals; and 3) there must be a way to 
exclude those who do not pay from erljoying the benefits; 

rn may be too costly to administer and enforce for certain goods and services; and 

may exclude individuals who are unable to pay for a good considered essential or meriting subsi- 
dization." 

Fees and Charges Levied by Local Governments 

Local governments in Cook County rely on fees to provide goods and sewices to a valying degree, from 
11.2% of total revenues to 31% of total revenues.13 The following summarizes each government's 
reliance on fees and identifies the fees that generate the majority of each government's fee revenue. 

The Metropolitan Water Reclamation District's revenue from fees and charges totaled $54.7 million 
in 1996, which represented 11.2% of its total revenues. It collected 92% of its fee revenue from waste- 
water treatment user charges levied against tax-exempt and commercial/industrial users. 

9 lbid. p. 143. 

10 ibid., p. 142. 

11 Ibid., p. 144-145. 

12 /bid.. p. 145-146. 

13 Analvsis includes Governmental and Enterprise Funds, but excludes Fiduciary Funds 



Overview of Local 
Governments 
in Cook County, 
continued 

The Chicago Park District collected $42.7 million in fee revenue in FY1995, which represented 16% 
of its total revenues. It collected most of its fee revenue in the form of user charges, including park- 
ing garage revenue (37%), rental of Soldier Field (27%), harbor fees (13%), and recreational program 
participation fees (12%). 

The City of Chicago collected $991.8 million in fees in FY1995, which represented 23.3% of its rev- 
enues. The majority of its fee revenues came from user and utility charges, including airport user 
charges (28%), water charges (26%), airport rents (16%), and sewer charges (11%). 

The Forest Preserve District's fees totaled $11.2 million, or 25.4% of t,ot,al revenues, in FY1995. It col- 
lected the majority of its fee revenue from two types of user charges: golf fees (56%) and sales of stone 
located and mined on District property (31%). 

Cook County collected $566.8 million in fees, which represented 31% of its revenues in FY1996. The 
majority of that revenue came from one type of user charge, patient fees, which accounted for 77% of 
fee revenues. Fees from the Ofice of the Clerk of the Circuit Court accounted for 12.4% of fee revenue. 

Aggregate Growth in Fees from FY1989-1995 

Revenues from fees collected by the five local governments increased from fiscal years 1989 to 1995, 
and grew at a greater rate than all revenues together for each of the five governments. Table i shows 
the revenues from fees and total revenues for each government for fiscal years 1989 and 1995, and cal- 
culates the percentage change in revenue from fees and from all sources between those two years. 

Table i. Aggregate Change in Revenues (in millions) 

Revenue from Fees % Change All Revenues % Change 
FYI989 FYI995 FY1989 FYI995 

Cook County 3404.1 - -- $566 -. 8 40% *$1,493.3 $1,830.0 23% 

City of Chicago **$743.0 $991.8 33% *"$3,422.7 $4,263.6 25% 

Forest Preserve District $4.8 $11.2 135% --- $41.6 $43.9 6% 
Chicago Park District $33.5 $42.7 28% $219.2 $266.0 21% .- .--. - 
MWRD $30.0 $54.7 83% . . . -- - $390.4 $489.9 26% -- .- 

For comparability of data. Cook County figure refers to 1991" 
" For comparability of data. City of Chicr~gofigure refers to 1990.'5 

In spite of the aggregate growth in fee revenue for each government, revenue from all fees or cate- 
gories of fees did not grow. A few fees generated the majority of each governmentk revenue growth. 
In addition, the fees or cat,egories of fees that did grow did not necessarily do so at  an even pace 
throughout the period. 

For Cook County, the fees that contributed most to its aggregate growth of $162.6 million in fee rev- 
enue were patient fees, which grew $127.5 million; fees from the Oftice of the Clerk of the Circuit 
Court, which grew $13.5 million; and fees from the Recorder of Deed's office, which grew $11.2 mil- 
lion. Patient fees grew significantly until 1994, but declined in 1096, while revenue from the Recorder 
of Deeds grew substantially between 1991-1993, but declined after 1993. 

14 The Cook County analysis reports on trends from 1991 1995. rather than 1989-1995. because an independently 
audited Comprehensive Annual Financial Report ICAFR) was not prepared for 1989. and the report issued in 1990 
did not include the Health Facilities Fund, which is the primary source of fee revenue. 

15 Due to  a change in the fund group in which the City accounted for grants beginning in 1990, t l ie data from 1989 has 
been excluded from the growth a ~ i d  trend analyses to ensure comparability of data. 



Trend Analysis of 
Revenue Structure 

The most significant contributors to the City of Chicago's aggregate growlh of $248.8 million in fee 
revenue were airline user charges, which grew $176.7 million; water service charges, which grew 
$52.2 million; and other user charges, which grew $51.4 million. Other user charges include among 
others, revenue from parking, fire department services, and heakh services. 

The MWRD and the Forest Preserve District experienced most of their fee revenue growth in the early 
years of the study period. The Forest Preserve District did not delineate individual fees until FY1991, 
although it experienced significant growth in fee revenue after it began to sell stone mined on its 
property in 1990. After 1992, sales of stone, permit fees, and concessions contributed most to fee rev- 
enue growth. For the MWRD, the fees that contributed most to its aggregate growth of $24.8 million 
in fee revenue were wastewater treatment charges, which grew $23.7 million overall, and $15 million 
from 1989-1990, due to an adjustments in rates. 

The Chicago Park District experienced most of its fee growth in the later years of the study period. 
The fees that contributed most, to its aggregate growth of $9.2 million included rental of Soldier 
Field, which increased by $7.7 million; revenues from recreational activities, which grew $3.7 million; 
and parking garage revenue, which grew $1.4 million. Revenue from rental of Soldier Field increased 
significantly from 1993 t,o 1995, and recreational activities revenue increased significantly between 
1994 and 1995. 

From FY1989-1995, local governments in Cook County mirrored the national trend that emerged in 
the 1970s of increasing reliance on non-tax sources of revenue, and fees and charges in particular, to 
finance the provision of goods and services. 

Non-Tax Sources as a Percent of Total Revenue 

As Figure i illustrates, four of the five govennnents examined increased their reliance on non-tax 
sources of revenue between FY1989-1995, with the Forest Preserve District experiencing the most 
significant increase in percentage terms, from 21% to 29% of total revennes. This significant increase 
is attributed to both an overall decline in tax revenues throughout the period as well as substantial 
increases in fee revenue. Although the MWRD experienced a decline in reliance on all non-tax 
revenues, from 33% to 26% of total revenues, its fee revenue actually grew significantly between 1989 
and 1990, and continued to increase through FY1995. All other governments increased their reliance 
on non-tax sources between two and four percentage points. 

Figure i 

* For comparability of data. Cook County figures refer to 1991 and City of Chicago figures refer to 1990 
See footnotes 14 and 15 on page xii. 



Trend Analysis of Fees and Charges as a Percent of Total Revenue 

Revenue Structure, As Figure ii illustrates, all five governments examined increased their reliance on fees and user 

continued charges as a source of revenue between fiscal years 1989 and 1995. The governments increased their 
reliance on fees invarying degrees, from one to two percentage points for the City of Chicago and the 
Chicago Park District, to 14 percentage points for the Forest Preserve District. The significant 
increase in reliance on fees for the Forest Preserve District is attributed primarily to increases in fee 
revenue, particularly sales of stone, which began in 1990. 

Figura ii 

. - - - . - - - . - - - . - - .. . - - . . - - - . . . . . - - - . . . . . . - - 
MWRD Forest Preserve Cook County City of Chicago Park District 

* For comparability of data. Cook County figures refer t o  1991 and City of Chicago figures refer to 1990 
See footnotes 14 and 15 on page xii. 

The findings from this analysis suggest that local governments in Cook County have mirrored the 
national trend that began in the 1970s toward increased reliance on non-taxsources of revenue gen- 
erally, and fees and charges in particular. Local governments have had to find alternative means to 
finance the goods and senices they provide as a result of changing federal and stat,e policies that 
place greater responsibilities with local governments, declining federal aid, and tax initiatives such 
as property taxlimitations, which 1.ook effect in Cook Connty in 1994. The report provides a baseline 
from which local governments' reliance on fees and charges can be tracked annually to provide a 
clearer understanding of how they provide goods and selvices. 



Introduction 

Purpose of the Report 

Format of the Report 

Over the past two decades, local governments across the country have increased reliance on non-tax 
sources of revenue, in particular fees and user charges.' The trend away from reliance on property 
taxes toward more diversified revenue structures has its roots in the tax limitation movements of the 
late 1970s and early 1980s; local government fiscal crises precipitated by recession, suburban and 
regional competition for tax bases, and changing federal and state policies; and declining fe,deral aid.' 
Local governments have sought alternative ways to stabilize and increase revenues without increasing 
property taxes. Betweeu 1970 and 1987, reliance on non-tax sources of revenue had increased from 
22% of local government revenue to nearly 42%."n 1989, the lnternational City Management 
Association (ICMA) labeled senice charges and regulatory fees the most rapidly growing source of 
local revenue? At the state level, Illinois has mirrored national trends toward greater reliance on fees 
to finance state operations over the past decade? 

This report examines the reliance of five local governments in Cook County on user charges and fees 
between fiscal years 1989 and 1995 (FY1989-1995) to determine whether these governments mirror 
the national trend toward greater reliance on non-tax sources of revenue in general, and fees and 
charges in particular. The report represents the first of what will be an annual date base report, 
prepared by The Civic Federation. This study analyzes five major governments in Cook County that 
rely on fees and charges to fund a significant portion of their operations: Cook County, the City of 
Chicago, the Chicago Park District, the Forest Preserve District of Cook County, and the Metropolitan 
Water Reclamation District of Greater Chicago. 

This report is divided into five sect,ions. Following the Introductiou, Section I1 provides an overview 
of the report's methodology. Section I11 ou thes  the various types of fees and charges and distinctions 
among them, as well as the advantages and limitations of incorporating user charges and fees into a 
revenue structure. Section IV details the analysis of each of the five governments. This section 
provides three types of data on each government: 

1. A narrative description of the types of fees and charges used and a breakdown of the fees and 
charges in FYI995 in percentage terms; 

2. A comparison of the growth in revenue generated from fees to growth in all revenues during the 
period FY1989-1995, as well as the fees that contributed most to revenue growth; and 

1 C. Kurt Zorn, "User Charges and Fees," Local Government F;n,rance, Government Finance Officers Association, Chicago. 
IL, 1991, p. 135, and Robert L. Bland,"Service Charges and Regulatory Fees," 
A Revenue Source for Local Government, ICMA,Washington. D.C., p. 5-8.105. 

2 Zorn. p. 135. 

3 \bid,, p. 136. Figure includes charges, miscellaneous revenue, utility revenue, and liquor store revenue. 

4 Bland. p. 105. 

5 State of Illinois Comptroller's Office. Fee Imposition Report, Fall 1996. p. 7. 



Format of the Report, 3. A discussion of two skyear  trend analyses of revenue structure for each local government: 

continued a. the reliance on non-tax sources as a percentage of total revenues; 

b, the reliance on user charges and fees as a percentage of total revenues. 

Section V concludes the report with a sumrnaly of the trends for all governments. 

i 



Methodology 

Sources of Data 
on User Charges 
and Fees 

Fund Categories 
Included 
in the Analysis 

The procedures and level of detail used to report fees and user charges varies considerably across 
governments. Data are rarely reported at a level of detail that would permit reporting on the total rev- 
enues derived from each fee or user charge. In most cases, fee data is reported in categories of fees 
that have been grouped together for accounting or other purposes. In this study, calculations of fees 
and charges as a source of revenue are based on data provided in the audited Comprehensive Annual 
Financial Reports (CAFRs) of the governments selected for the fiscal years 1089 through 1995. The 
data has been supplemented by discussions with finance officials in the five governments under 
review. 

To provide a means of categorizing the numerous fees into ident,ifiable types, this report adopts the 
definitions urovided by the Government Finance Officers Association (GFOA), which categorizes . . 
charges into four groups: 1) utility charges; 2) user charges; 3) licenses and permits; and 4) special 
assessments." Governments apply different classifications to fees, and do not always label consis- 
tently; where possible, the report applies Lhe GFOA categories to classify the governments' fee 
revenue. In some cases, categories differ from the governments' classifications. 

For the initial year of the study, 1989 was selected because it was the first year for which most of the 
governnlents in the study had independently audited financial reports. A six-year time period was 
chosen to show trends that a shorter period would not reveal, as well as to provide consistent treat- 
ment for all the governments. 

There are three categories of government funds: Governmental, Proprietary, and Fiduciary. The first 
two support the operations and capital expenditures of governments, while the third reports assets 
held by a government in a trustee or agency capacity for others that can not be used t,o support a 
government's own programs. For this reason, Fiducialy Funds have been excluded from this analysis. 

Governmental Funds include the General, Special Revenue, Debt Service, and Capital Projects Funds, 
which are used to report the resources available for operations, specified expenditures, debt service, 
and major capital projects. Governmental Funds use the modified accrual basis of accounting, in 
which revenues are recognized when "measurable and available," which means collectible within the 
current period or soon enough lhereafkr to be used to pay liabilities of that period? They typically 
derive revenues from a variety of fees, licenses, permits, and user charges. 

6 Zorn, y. 137. For a thorough discussion of the four types of beneficiary charges refer to C. Kurt Zorn. ''User Charges and 
Foes" in Local Government Finance: Concepts and Practices, GFOA. Chicago, IL. 1991. 

7 Stephen J. Gauthier. "Accounting and Financial Reporting," in Locd Government Finance: Concepts and Practices. GFOA, 
Chicago. IL, p. 208-210. 



Fund Categories, 
continued 

Data Calculations 
and Presentation 

Enterprise Funds are the only type of Proprietary Fund employed by the governments in the study. 
Enterprise Funds are used to 1) account for activities that are financed and operated in a manner 
similar to business enterprises, andlor 2) provide governments with information on revenues, 
expenses and net income, where such information is useful for capital maintenanre, public policy, 
accouutability, management control or some other purpose. Enterprise funds use the accrual basis of 
accounting, which recognizes revenues when earned, regardless of when revenues are received? 
Enterprise funds typically rely on user charges to finance operations. 

Although revenues are recognized differently for some revenue sources by the two categories of 
funds, for the purposes of this study, the Governmental and Enterprise Funds have been combined to 
show the overall reliance of governments on fees and charges in the provision of goods and services. 

To demonstrate the types of fees and charges used by governments in Cook County and to determine 
whether local governments in Cook County have mirrored the national trend toward greater reliance 
on non-tax sources of revenue, and fees and charges in particular, four measures of data are presented 
for each government: 

1. Breakdown of fees and user charges in FY1995. The breakdown of fees and charges shows the 
percentage of total fee revenue contributed by each type of charge in FY1995. While many 
governments have multiple charges and fees, a small number of fees or categories of fees may 
account for the majority of the revenue. This measure demonstrates the relative importance of 
each tyye of charge in a government's fee revenues. 

2. Comparison of growth in revenue from fees and charges to  growth in all revenues from 
FY1989-1996. This information provides the aggregate growth in fee revenue compared to 
aggregate growth in total revenues over t,he period of the study. The fees that contributed most to 
the growth or decline in fee revenue are highlighted. 

3. Reliance on non-tax sources of revenue for FY1989-1995. This data shows a year-to-year 
comparison of the reliance of each government on all non-tax sources of reveuue, of which fees and 
charges are one component. 'hx sources include both property and non-property taxes, such as 
sales taxes. Non-tax sources of revenue are any sources not considered tax revenues and include 
interest on investments, fees and charges, grants, and miscellaneous sources. 

4. Reliance on fees and charges as a percentage of total revenues for FT1989-1995. This data 
provides a year-to-year comparison of the reliance of each government on fees and user charges 
a. a part of the revenue structure. While the relative importance of fees and charges depends in 
part on trends in other revenue sources, the report does not attempt to explain in det,ail the 
growth or decline of auy revenue sonme other than fees and user charges. The intent is to establish 
a context through which to view the relative importance of fees and charges in each government's 
revenue structure wer time. 



The Distinction 
between Taxes 
and Fees or Charges 

The Nature of Fees 
and Charges 

Fees and Charges 
as a Source of Revenue 

The prima~y distinctions between taxes and fees or charges relate to the nature of the payment and 
the good or service involved. From a payment perspective, most taxes are compulsory payments by 
individuals or private organizations to a government to pay for general services that may or may not 
directly benefit the taxpayer. User fees and charges are voluntary payments for a good or servic? 
provided by the public sector that are paid by individuals who benefit directly from t,hat good or 
service.%es paid do not necessarily reflect the quantity of servic,es received by the taxpayer, while 
user charge payments vary directly with the amount of senice or good received by the user.I0 In 
practice, a number of fees and taxes have properties present in both fees and taxes, which makes it 
difficult to classic. 

The nature of the good or service provided determines whether it is financed through taxes or fees. 
The ICMA classifies goods into three types: private, public, and merit, or mixed. " Private goods are 
those that can be sold in discrete units for aprice, which means that only the purchaser, rather than 
the general public, derives the benefit from the good. Public goods, on the other hand, cannot be sold 
in discrek units, so their benefits can he elljoyed by individuals who have not paid for them. Public 
safety services are a typical example. For this reason, public goods are typically financed through 
general taxes rather than charges. When a government provides goods that have private good 
cl~aracteristics, it simulates prices in the private market by financing goods through charges and 
fees. Mixed goods display a combination of the characteristics of private and public goods. mically, 
mixed goods resemble private goods in that the benefit is derived by specific individuals, hut mixed 
goods also create some public benefit. This provides a rationale for public provision and in some 
cases subsidization. Mixed goods are financed through taxes and charges to users. 

The definitions of fees and charges are ambiguous, because governments adopt different classifica- 
tions. There are several different types of fees and charges and grouping together the various types 
of charges and fees obscures the distinctions among them. To clarify those distinctions, the GFOA has 
classified a number of charges and fees under the term bmefieiay charges.12 This report applies 
those definitions. 

In general, beneficiaw charges are payments made by consumers in exchange for specific benefits, 
senices, or privileges provided by the public sectc~r. They encompass four distinct groups of charges: 
1) utility charges, 2) user charges, 3) licenses and permits, and 4) special assessments. 

9 Zorn. p. 137-138. 

10 Robert Tannenwald. "Taking Charge: Should New England Increase its Reliance on User Charges?" New England 
Economic Revisw [Jan-Feb 19901, p. 56. 

n Bland, p. 105. 

12 Zorn, p. 137. 



The Nature of Fees Tablo 1 offers exaniples of each type of beneficiary charge. 

and Charges, 
continued 

Table 1. Types and Examples of Beneficiary Charges 

Utility Charges User Charges Licenses & Permits Special Assessments 

rn Water senice charges Hcnlth scmlces tee, h m ~ a l  ownership rn Budder exactments 
boenses Sewer charges Recreat~on fees Infrastructure fees 

rn Occupational licenses 
rn Eleclrlclty charges rn Hoomlterminal rn Fre protect~on fees 

~elitals rn Liquor sales hcenses 

A ~ ~ y m t  lnndlng fees B Bu~ldmghoning 
permits 

rn Court filing fees 

The characteristics of and distinctions among the four groups are explained below and summarized 
in Table 2. 

Utility charges 

Utility charges are voluntary payments for publicly provided goods that are essentially private in 
nature. Utility charges differ from user charges in that user charges finance goods that display pub- 
lic good characteristics or are closely associated with public goods, while ntilit,y charges finance 
goods that display private good characteristics.13 With utilitycharges, the benefit of the good or ser- 
vice is elljoyed exclusively by the user. While there may be little rationale for public subsidy, the 
public seclor has chmen to provide the good rather than to regulate private provision of it. Utility 
charges are typically set to cover the entire cost of providing the good or service. A number of gov- 
ernments pravide services t,hat ty~ically are financed by utility chargcs; however, those services are 
often subsidized with tax revenues. In practice, such charges are labeled user rather than utility 
charges. 

User charges and fees 

User charges and fees are payments for voluntarily purchased sewices provided by the public sector 
that benefit specific individuals. Despite providing a benefit to a specific individual, the goods 
financed by charges possess public good characteristics or are associated with public goods, i.e., 
their use creates direct or indirect benefits for groups other than the user, which may provide a 
rationale for public provision and subsidizdion of those goods or services.14 User charges can be set 
to cover thc cntire cost of providing a good ur service, or in the rase of a good with significant public 
benefit, can be set to cover a portion of that cost. 

According to tlie GFOA, user and utility charges, which resemble prices in the private sector, can 
finance the provision of goods and services only when three conditions are satisfied: 

rn The individuals or group that benefit from the good can be identified; 

Individuals who do not, pay for the good can be excluded froni using it; and 

rn The decisiun to purchase the good or service is voluntaly.'" 



License and permit fees 

License and permits fees am payments made in exrhange for the privilege to carry out an activity 
granted hy a public entity, rather than for a good or service. Governments charge these fees to cover 
the cost of regulating certain private activities. In general, they are compulso~y if one wants to carry 
out that activity. Such fees may have flat rates, graduated rates, or be based on business receipts.'" 
Many licenses, particularly occupational licenses, are sometimes categorized as taxes, and if license 
fees exceed the cost of regulating a11 adivity, they are generally considered 'xcise taxes. 

Special assessments 

Special assessments are compuisoq payments based on charges levied on real property in a specific 
area for particular benefits generated by government investments, such as street improvements. 
Special assessments are paid by property owners who directly beneflL from the investment. Nthough 
the  investment.^ can be linked to identifiable beneficiaries, becausc they are mandatoly, they are 
considered a form of taxation." 

Table 2. Distinctions Among Chsrges 

Type of  Fee Purpose Nature Pricing 
of Payment of Payment Mechantsm 

- .- 

Utility Charges Payment for purchase of publicly Voluntw Can be apphed 
provlded gooNsence exhibiting 
prwate good characte~istirs. 

- 

User Charges Payment for purchase of publicly Voluntary Can be applied 
provlded goodl senice exhibitmg 

-- 
pubhc good characterntm 

License Payment m exchange for a privilege, Compulsory Limiled appl~cation 
and Pernlita not a goodlservice to carry out 

- -- the activity 
- 

Special Payment for benefits derived from Compulsory Can not be applied 
Assessments public investment 

As Table 2 above demonstrates, licenses and permits and special assessments charges can be dis- 
tinguished fmm user and utility charges hy t,he fact thal the latter are volunta~y payments for goods 
or scnices. Thus, prices can he used to finance the provision of those goods and services. As discussed 
earlier in the description of user and urility charges, in order for prices to finance goods, lhree 
conditions must be met: 1) the individuals or group t,hat benetit from the good are identifiable; 
2) individuals who do not pay for the good can he excluded from using it; and 3) the decision to 
purchase the good or service is voluntaly. 

A pricing mechanism cannot be applied to special assessments for two reasons: 1) thepaynient itself 
is not voluntaly, and 2) the benefit of the investment is enjoyed by individuals who do not own the 
property subject to the assessment and thus do nut pay for the bencfit. Pricing mechanisms cannot 
be applied to most license and permil fees, becausc they are exchanged for a privilege, not for a 
good or senice, and thus the benefit associated with the privilege is not easily measured." While this 
is largely the case, thcre are examples of permits in which pricing mechanisms do play a role, such 
as auctions of pollution permits. 

16 Ibid., p. 138. 143. 
17 lbid.. p. 142. 

16 Ibid., p.  143, 149. 



The Nature of Fees Authority to  Levy Fees and Charges 

and Charges, Local governments derive authority to levy fees from one of three authorities that are usually granted to 

continued them by state law.'' They include proprietary powers to provide services with private benefits, regulatory 
powers to promuk the health and safety of the community, and taxing powers. 

1. Proprietary powers. Municipalities, and to some extent counties, have proprietary powers to provide 
selvices with yrivdle benefits. For those benefits, governments can levy a reasonable charge on users 
of the service, including utility and user charges. 

2. Regulatory powers. Governments use regulatory powers to promote the health, safety and welfare of 
the community, by issuing licenses and permits. Licenses permit individuals or businesses to conduct 
an ongoing activity, while a permit allows individuals or businesses to undertake a particular task. 
Governments charge fees for licenses and permits to recover the cost of regulating the activities. 
Statutes typically set maximum rates for many fees. 

3. Taxing powers. In some states, it is the taxing powers of local governments that permit them to use 
certain charges, particularly special assessments. The charge is not related to usage but to the increase 
in properiyvalue created by the governmen1 investment. Special assessments are not taxes in abroad- 
based sense, because they are levied only on propel@ that benefits from the improvement and are 
limited to the increase in property value associated with that inve~tment.'~ 

Advantages and 
Disadvantages 
of User Charges 
and Fees as a 
Revenue Source 

Among the types of charges, user charges in particular have become a popular source of financing 
government services, because of the several advantages associated with user charges: 

Table 3. Advantages of User Charges as a Revenue Source 

Diversify User charges and fees permit governments to diversify their revenue streams in the 
Oovernments' 
Revenue face of fisoal prcssurcs such as property tax limitations and decl 
Structures 

Provide User charges and fees provide govarllmenls with information about consumer preferences 
Demand 
Signals and demand for specific goods and services. Such cues are not directly apparent when 

goods and services are financed through taxes." Linking the provision of goods and ser- 
vices to specific charges can be more efficient than tax financing because it can reduce the 
potential for oversupply or waste of public services. 

Eliminate Fees and charger can Improve equity by requiring the u w s  ofa good or servloe to pay for 
Taxpayer 

~ t .  Charges eliminate the subsidy by non-usen of a good or senice to the users that is 
present when goods and services are financed through taxes." In addition, user charges 
play a role in ellrmnatmg subsidles by taxpayers to non-taxpaying beneficiaries For exam. 
ple, rather than requiring taxpwers to finance the maintenance of public courts, whirh 
may be used by iwn-residents, user charges requlre the u s r  to finance the maintenance 

Are a Popular Service chargesenjoy significant popularitywith citizens, according the US. Advisory 
Revenue Source 
Among Commission on Intergovernmeiltal Relations, which surveyed attitudes toward gov- 
Citizens ernment and found that citizens support service charges over increasing taxes?" 

19 Bland, p. 105-106, 115. 

20 lbid., p. 144. 

21 Zorn,  p. 145 

22 lbid.. p. 144 

23 lbid.. p. 145 

20 Bland. p. 108 



Despite a number of potential advantages, user charges and fees have a number of disadvantages and 
limitations in their applicability. 

Table 4. DisedvantageslLimitatim of User Charges as a Revenue Source 

May Be An Many publicly provlded goods and semces do not meet Lhe thee  requirements for 
Inappropriate 
Method of user charge financing: 1) a good or service nmst be voluntar~ly consumed; 2) its bene- 

V fits must accrue to ~dentffiable individuals and 3) there must be a way to exclude 
those whodo not pay fmm elyoying the benefits. Without these conditions, it isnot pos- 
s~ble to use a pricing merhanism. 

Are Potentially Certam goods and aemrrs may meet the three reqmrements for user charge financmg, 
Costly to 
Administer but a user charge sptcm may be too costly to adrninntm and enforce 

May Exclude A potential drawback to financing with user charges and fees is that subsidies by 
nonusers to users for certain semces or goods may be intended if, for example, a group 
of users is unable to purchase those semces on Its own.' In such a case, where there 
erdsts a strong rationale for public .subsidization, user charges may not be besl means 
of finamin$ the provision of a good or service. 

Provide No Tax Under the current federal taxsystem, households that itemize their federal tax returns 
Deduction for 
Itemirera can deduct stttte and local personal income taxes and property taxes. User charges and 

fees are not dcduotible; therefcre,individuaIs wit.h higher incomes, who have higher 
marginal tax rates and are more likely to itemize, derive a greater dative savings 
from each deductible tax dollar'" 

I Overview of The following section provides an  analysis of four types of data for each of the five governments: 

I Local Governments 1. A breakdown of the types of charges and fees employed; 

i I in Cook County 2. A comparison of the aggregate growth in revenue from fees to aggregate growth in total revenues; 

3. A six-year trend analysis of the breakdown of tax and non-tax portions of revenues for each 
government; and 

! 
I 4. A six-year trend arulysis of the reliancc on user charges and fees as a percent of total revenues. 

Due to diffcrcnces in reporting and availability of data, agjustments were made to each of the five 
government's data as presented in the Comprehensive Annual Financial Reports. Those adjustments 
are explained in greater detail in the footnot,es of cach section. 

25 Zarn. p. 146. 

26 Tannenwald. p. 64. 





Overview of 
Local Governments: 

Types of Fees 
and Charges by Fund 

Cook County 

Cook County, Illinois, the second most populons county in the nation, is a home-rule unit that 
comprises the City of Chicago and surrounding suburban municipalities and unincorporated areas It,s 
principal responsibilities are to protect persons and property through judicial and law enforcement 
services, and to provide public health services to citizens of the Counly In addition to the President 
and Board of Commissioners, who oversee 41 departments, twelve elected officials oversee 38 
departments wit,h specific functions.27 

In FY19D5, Cook County's fees and charges totaled $566.8 million, which rcprcsented 31% of the 
81.83 billion in total revenues collected by the Co~nty.'~ 

Cook County relies on a wide range ufkes and charges to financc its operations. The fees fall into two 
broad categories: 

1. License and permit fees imposed for privileges granted by the County, including engaging in ongo- 
ing business or individual activities, c.g., liconses to sell liquor, and undertaking particular tasks, 
e.g., parade permits. Also included in this category are building and zoning permits, installation 
permits for environme~~tal compliance, occupatiunal licenses, franchise fecs, and animal licenses 
and tags. 

2. User charges and fees imposed for services the County provides to specific parties. This includes 
patient fees for health services, fees lo obtain court records, court filing fees, and real estat,e 
transaction registration and recording fees. 

Both the Governmental and Enterprise Funds collect fees for operations 

A. Governmental Funds 

Governmental Funds collecled $132.6 million, or approximately 23% of all fee revenue in FY1995. The 
Genera1 Fund supports the County's general operating fund and criminal justice system. In addition, 
a number of Special Revenue Funds, which account for the proceeds of reveuuo sources requiring 
separate accounting because of legal or regulatoly provisions, collect fees. These include, among 
others, the Animal Control Fund, which collects fees for animal licenses and tags, and tlle Law 
Library Fund, which collects fees for court case research. 

27 Cook County Executive Budget Recommendations,Volu~ne 1 1996, p. 3. 

28 Data is derived from the Comprehensive Annual Financial Report ( C A W  for the years ended November 30.1991-1995. 
Anaiysis includes Governmental end Enterprise Funds. The Forest Preserve Dislrict of Cook County, which is considered 
a componallt entity of Cook County for reporting purposes, was not included in the 1989-1990 Comptrolleis Reports 
(GAS0 Rult.#14 did not require its mclusion m t i l  19941. Since the Forest Preserve did issue its own independently 
audited financial statements for 1989-1995, it has been excluded from the Cook County data and treated separately. 



Types of Fees B. Enterprise Funds 

and Charges by Fund, During the period of this study, the Health Facilities Fund, an enterprise fund, accounted for the 

continued operations of the Cook County Health Facilities. The Health Facilities is the County's public health 
care system, which includes Cook County, Provident, and Oak Forest Hospitals, as well as the 
Department of Public Health, the Bureau of Health Services, and the Ambulatory and Community 
Health network of Cook Co~nty.~'  The Health Facilities Fund collected 9434.2 million, or nearly 77% 
of all fee revenue in FY1996. 

Breakdown of 
Fees and Charges30 

The breakdown of fees and charges in FY1905 is shown in Figure 1.1. The largest source of fee revenue 
is a user charge-patient service fees accounted for nearly 77% of all fee related revenue in FY1995. 
The County Board periodically reviews and annually agjusts patient fees!' The primary fees collected 
are patient charges froin Medicaid, Medicare, private payors and third parties. Medicaid and 
Medicare payments are based on specified amounts per case or on contracted prices or costs of 
rendering services to program beneficiaries. In 1905, 38% of patient service revenue was derived 
from individuals, 45% was derived from Medicaid, and 14% was derived from Medicare?' 

Figure 1.1 
Cook County. Breakdown of Fees and Charges: FYl995 

Other 
SheriH Offices Othsl 
1.9% .6% 3.0% 

Patient Fees 
76.6% 

29 Cook County, CAFR, 1995, p. 13. 

30 The Cook County CAFR does not report on individual fees, but reports total revenues from fee offices, which include 
offlces of the elected officials and appointed officials. Figures for fees and licenses provided in the CAFR refer to all 
revenue for those offices, not actual fees. The accounting records of the elected officials offices are tnaintained by those 
offices rather than by the Comptroller's office. Figures for non-fee revenue were requested from the offices that account 
far 95% of fee office revenue (County Clerk. County Sheriff. Clerk of the Circuit Court. Recorder of Deeds), and were 
sul~tracted from their revenue. Estimates from the Executive Budget Recommendations 1991-1995 were used for offlces 

that did no1 provide the ~nformation. 

31 Information provided by Bureau of Finance. 

32 Cook County, CAFR, 1995, p. 17-18. 



After patient fees, the second largest source of fee revenue is user charges from the Office of the Clerk 
of the Circuit Court, which collected $70.4 million, or 12.4% of all fee revenue in FY1895. The Officc 
of the Clerkof the Circuit Court is responsible for the administrat,ion and maintenance of all court 
records and the staffing of Court divisions.""he law, chancery and divorce, and probate divisions 
collect civil fccs, while the municipal and whurhan districts divisions collect both civil and bail bond 
fees, as well as charge fees to defendants to cover the cast of the courts' time and p a p e ~ o r k . ~  All fees 
in this office are based on Illinois statute. 

The Officc of the Recorder of Deeds collected $21.4 million, or 4% of all fee revenue. The Recorder of 
Deeds is responsible for accepting and recording all public documents and registering all real estate 
titles and related transfers and conveyauces.'~he two primary sources of fees for this office are t,he 
real estate and torrens deregistration fees?%ost fees are statutorily based. 

The County Sheriff's office accounted for $10.6 million or 2% of all fee revenue. The Office of the 
Sheriff is responsible for the administrative, financial, and pcrsonttel functions of seven depart.ments, 
including Corrections, Court Services, Administrative Semices and Support, and Po l i~e . "~  General 
summons fees constitnt,e the largest source of fee revenue in this office, followed by court process 
fees, mileage charges associated with serving summons, and forcible detainers paid in conjunction 
with civil ~arrants."~All fees are based on Illinois statute. The County Clerk's office accounted for $5.2 
million, or almost 1% of all fee revenue. The Coun$ Clerk's office is responsible for receiving, record- 
ing, maintaining, and copying the vital records of the citi~enly.~' Vital statistics, marriage licenses, 
and tax searches are the primary fees fur this office?' 

Olhar fees include building and zoning permits, environmental control fees for installation permits 
and annual inspections, adoption fees, liquor licenses, animal control fees, and law library fees, 
which together represent 3.8% of fee revenue. Other offices and agencies that collect fees are the 
Public Guardian, the State's Attorney, and the Public Administrator, which together account for .6% 
of all fee revenue. 

Aggregate Growth in Revenue from Fees4' 

Betwcen FYlQOl and FY1995, revenue from fees grew from $404.1 million to $666.8 million in the 
aggregate, or 40%, while revenue from all sources grew from $1.49 billion to $1.83 billion in the 
aggregate, or 23%. Revenue sources that contributcd most to the growth in fees were patient fees 
which grew $127.5 million, or 42%; revenue from fees collect,ed by the Office of the Clerk of the 
Circuit Court, which grew $13.5 million, or 24%; and revenue Bont fees collected by thc Rccorder of 
Deeds, which grew $11.2 million, or 111%. 

~p -~ - ~ 

33 Cook County Executive Budget Recommendatons,Volume 1.1996. p 18. 

34 Information provided by the Office of Clerk of Circuit Court. 

35 Cook County Executive Budget Recomtnendat~ons,Volume 1.1996, P. 20. 

36 Data provided by Office of the Recorder of Deeds. 

37 Cook County Executive Budget Recommendations,Volume 1,1996, p 20. 

38 Information provided by the ORics of the County Sheriff. 

39 Cook County Executive Budget Recommendations.Volume 1,1996, p 18. 

40 Cook County Executive Budget Recammendutions. Rovsnue E~timates. 1995. p. 32, 

41 The Cook County analysis reports on trends from 1991 -1995, rather than 1989-1995, because an independently audited 
Comprehensive Annual Financial Report (CAFRI war  not prepared for 1989. and the report issued in  1990 did not include 
the Health Facilities Fund, which is the primary source of fee revenue. 



Trend Analysis 
of Revenue Structure 

A. Non-Tax Sources as a Percentage of Total Revenue 

Tax revenue includes property taxes and a number of aon-proper@ taxes including the sales, gasoline, 
cigarette, and alcoholic beverage taxes. Non-tax sources of revenues include revenue from fees and 
licenses, interest on investments, and n~iscellaneous sources. 

Figure 1.2 illustrates that the County's reliance on non-taxsources of revenue increased significantly 
from 38% in 1991 to 43% in 1992, reflecting both an increase in non-tax sources of revenue as well as 
a decrease in property tax revenue. The substantial decrease in reliance on non-tax sources of rev- 
enue to 38% in 1993 reflects both an increase in property tax revenues and the institution of the 
County sales tax lhat year, rather than a decrease in revenue from non-tax sources, which continued 
to grow. In FY1995, non-tax sourcea rose to approximately $750.8 million, which represented 41% of 
total revenues ($1.83 billion). 

Figure 1.2 

B. Fees and Charges as a Percentage of Total Revenues 

As shown in Figure 1.3, the County's reliance on fees and charges as a revenue source increased 
from 27% in 1901 to 33% in 1992. This reflects reflects both an increase in fee revenue, particularly 
patient fees, and a decline in property tax revenues, A. a percent of revenues, fees dropped to 30% in 
1993, which coincided with an increase in property tax revenue and the institution of the County sales 
tax, even though fees continued to rise. In FY1895, revenues from fees tot,aled $566.8 million, or 31% 
of total revenues ($1.83 billion). This was a slight decrease from 1994, due primarily to a decline in 
palient fee revenue. 

Figure 1.3 



Summary From FYI991-1996, Cook County increased its reliance on fees from 27% of total revenues to 31%. 
During that period, revenue from fees grew from $404.1 million to $5GG.8 million, or 40% in the 
aggregate, while all revenues together grew from $1.49 billion t,o $1.83 billion, or 23%. Contributing 
most to the growth in fee revenue were patient fees, which rose significantly in the early years, but 
actually declined in FY1995; fee revenue from the Clerk of the Circuit Court; and fee revenue from the 
Office of the Recorder of Deeds. 





Types of 
User Charges and 
Fees by Fund 

Overview of 
Local Governments: 

City of Chicago 

The City of Chicago has a population of 2.75 million, and is a home-mle unit under Illinois statute. The 
City has a mayor-council form of government, in which one Council member from each of the City's 
50 wards is elected to serve on the City Council. The City government provides public safety, health, 
transportation, and streets and sanitation services to the City's residents. 

In 1996, the City collected $991.8 million in fees and charges, which represented 23.3% of its total 
revenues ($4.26 billion)!' 

The City of Chicago relies on three types of fees and charges to finance its operations: 

1. Licenses and permits required for business operations in the City, which include, among others, 
occupational licenses, building permits and license fees, and alcoholic liquor dealers' licenses. 

2. User charges for use of City facilities including landing fees and terminal use charges a t  the 
airports, parking meter and garage revenues, and charges for services provided by the City 
including refuse disposal, building inspections, emergency medical services, birt,h and death cer- 
tificates, and safety and information selvices. 

3. Utility charges for usage of the water and sewer systen~s maintained by the City. 

Over the period of this study, both the Governmental and Enterprise Funds relied on fees and charges 
as a source of revenue. 

A. Governmental Funds 

The Governmental funds accounted for $156.4 million, or 16% of all fees and charges in FY1995, up 
from 12% in 1989. The primary categories are licenses and permits, and user charges for services 
provided by the City. 

6. Enterprise Funds 

Enterprise funds, which accounted for $835.3 million, or 84% of fees and charges in FY1995, are 
essentially self-supporting, with user charges as the primary source of financing the provision of 
goods or services. User charges support the operation, maintenance, and capital costs of the City's 
water and sewer systems, Midway and O'Hare airports, and the Calumet Skyway. 

42 Data is derived from the City of Chicago's Comprehensive Annual Financial Reports. 1989-1995, and conversations with 
officials from the City's Office of Budget and Managsmcnt and Comptroller's 0ffice.Analysis includes the Governmental 
and Enterprise Funds. 



Breakdown of Fees 
and Charges in FYI995 

As Figure 2.1 illustrates, the largest source of fee revenue in FY1995 was airport user charges from 
O'Hare and Midway airports, which constituted $278.9 million of $991.8 million, or 28% of fee revenue. 
This includes landing fees charged to airlines, t,erminal area use charges, aud terminal building 
rent.'" 

Figure 2.1 
City of Chicago. Breakdown of Fees and Chsrges: FYI995 
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The second largest source of fee revenue was water usage charges, which for the purpose of this 
study are classified as utility charges. The City collected $261.1 million in water usage charges, or 26% 
of all fee revenue. Airport rentals, which include rent payments for retail and office space at the air- 
ports, concessions, and other airport activity revenue, totaled $156.5 million, or 16% of fee revenue. 
Sewer charges, ievied based on water usage charges, accounted for $113.3 million, or 11% of all fee 
revenue. 

Other user charges together constituted 11% of fees?' Within this category, which totaled $107.1 
million in FY1995, the largest sources of fee revenue were parking revenue ($16.5 million, or 1.7% of 
fee revenue), fire department services (1.3%), reimbursements from the Board of Education (1.2%), 
and health center sewices revenue (9%). Within licenses and permits, which totaled $49.3 million, 
or 5% of all fee revenue in FY1995, the largest sources were alcoholic liquor dealers' licenses ($12 mil- 
lion, or 1.2% of fee revenue), misaellaneous, which include general business licenses (1.7%), and 
building permits and licenses(l%)?"Skyay tolls accounted for the remaining 3% of fees. 

43 Information provided by the City's Office of Budget & Management. 

44 Most of the City of Chicago's charges aud fees in the Governmsntal Funds ate grouped into two  categories in the CAFR: 
Charges for Services and Licenses and Permits. Data for individual user charges and licenses and permits are provided 
on a budgetary basis in the CAW. 

45 Information provided by City's Otfice of Budget & Management. 



Aggregate Growth in Revenue from Fees from 1990-199548 

From FY1990-1995, revenue from fees grew from $743 million to $991.8 million in the aggregate, or 
3J%, while revenue from all sources grew from $3.42 billion to $4.26 billion in t,he aggregate, or 25%. 
The fees contributing most to the growth in revenue from fees were airline user charges, which grew 
$176.7 million (173X), water service charges, which grew $52.2 million (25%), and other user charges, 
which grew $51.4 million (92%).'7 

Trend Analysis A. Non-Tax Sources as a Percentage of Total Revenues 

of Revenue Structure Tax sources of revenue include property taxes and non-property taxes, which include utility, sales, 
transportation, and state income taxes. Nan-tax sources include grants, licenses, charges, fines, and 
interest. Figure 2.2 illustrates that the City of Chicago's reliance on non-tax sources of revenue 
increased from 45% in FY199O to 49% in FY1995. 

Figure 2.2 

6. Fees and Charges as a Percentage of Total Revenues 

As shown in Figure 2.3, the City's reliance on fees and charges as a revenue source increased from 
21.7% in 1990 to 23.8% in 1994, before decreasingly slightly to 23.3% of total revenues ($4.26 billion) 
in FY1996. 

Figure 2.3 

46 Due to a change in the fund category in which grants were accounted for beginning in 1990, the data from 1989 has been 
excluded from the growth and trend analyses to  ensure comparability of data. 

47 The aggregate growth in fees is less than total growth in the three fees listed, because revenues from some fees 
decreased between 1990 and 1995. 



Summary Between FYl99O and FYlDD6, the City of Chicago increased its reliance on fees and charges as a 
source of revenue from 21.7% to 23.3% of total revenues. During that period, revenues from fees grew 
$248.8 million, or 33%, while all revenues together grew $841 million, or 26%. The three sources of 
revenue that contributed most to t,he aggregate growth in fees were airline user charges, water 
charges, and other user charges, which include revenue from parking, fire department services, and 
health center services. 



Overview of 
Local Governments: 

Forest Preserve District 
of Cook County 

The Forest Preserve District of Cook Countywas established in July, 1914, with boundaries coterminous 
with Cook County, Illinois. The Forest Preserve District is the caretaker of over 61,000 acres of land that 
provide awide range of recreational sewices to residents andvisitors. Illinois state law requires that the 
Cook County Board of Commissioners serve as the District's Board. 

In FY1995, the Forest Preserve District's fees and charges totaled $11.2 million, or 25.4% of the total 
revenues (543.9 million) it c o l l e ~ t e d . ~ ~  

I Tvoes of The majority of fees and charges collected by the Forest Preserve District are charged to Forest Preserve 

Garges and Fees rrvrrari~ln~l icsrr:, t u  suppun uprr;itiuns ;ind ~nainte~uricc. rdakd 1 t ~ t 1 1 v  urc (11 Rrrc,\r l ' nww.  I;in~l ;rnd 
lac.ih1ier fttr rrc.rrari~~n.ll purplws. The F~rrrsr I 'rrsmr\ frrs rwn hv tli! itlcd imu tau  i\,pr% usrr I 11;irgvs 
and permits. The fees within each category and a breakdown of those fees by percent of fee revenue 
appear in the following narrative and in Figure 3.1. 

A. User Charges 

1. Recreational User Charges. Golf revenues include golf course fees, golf cart rentals, and driving 
range fees. Other recreational fees are winter sports fees, equestrian licenses, and Nature Center 
activities fees. 

2. Sales. The District has a seven-year contract to sell stone located and mined on its property by the 
Metropolitan Water Reclamation District to a corporation."" 

3. Land Use Fees. Land use fees are collected from Forest Preserve employees who rent homes owned 
by the Forest Preserve, and who pay fees to reimburse the Forest Preserve for utilities. Land use fees 
also include fees charged to farmers who purchase the right to cut hay on Forest Preserve land that 
contains large holdings of hay!' 

4. Concessions. Concessions revenue is derived from fees charged to vendors who lease space on 
District land. Fees include a fixed amount charged to vendors and a small percentage of sales. 

48 Data is obtained from the Forest Preserve District's General Purpose Financial Statements for the fiscal years 1989-1995, and 
information provided by the Forest Preserve District's Comptroller's office. The analysis includes the Governmental funds. The 
District contracts with the Chicsoo Zoolooical Sociatv for maintenance and owration of the Brookfield Zoo, and with the 
Chicago Horticultural Society formaintenance and operation of the Chicago Botanic Gardens. However, GASB did not require 
the Forest Preserve to include the Zooloqical Fund and the Botanic Gardens Fund as component units in its financial 
statements until 1994, so they have been excluded from this analysis. 

49 Forest Pressrve District of Cook County, Illinois. General Purpose Financial Statements for theyear Ended December 31.1994. 
and the Cook County CAFR. 1995, p. 30. 

50 Information provided by the Comptroller's office. 



Types of B. Permits and Miscellaneous Fees 

Charges and Fees, Permit fees are charged to large groups for the right to picnic on Forest Presewe land and for special 

continued uses of the land for events such as dog shows. Miscellaneous fees include easement right permits for 
utilities to lay lines across Forest Presewe property, 

Breakdown of Golf revenues constituted the largest portion of fee revenues at $6.3 ulillion, or 56% of all fee revenue, 

Fees and Charges in W199!iOt,her recreational fees together contributed less t,han one percent of total fee revenue: 

in FYI995 
winter sports fees (.2%), equestrian licenses (.3%), and Nature Center activities (.5%). The second 
largest source of fee revenue was the sale of stone, which totaled $3.5 million, or 31% of fee revenue 
in 1995. Land use fees comprised 6305,500, or nearly 3% of all fee revenue, and concessions revenue 
accounted for $4d1,200, or 4% of fee revenue. 

Permit fees accounted for $426,900, or nearly 4% of fee revenue, while miscellaneous fees accounted 
for just over 1% of fee revenue. 

Figure 3.1 
Forest Preserve District . Breakdown of Fees and Charges: FYI995 

Land Use Permil 
Fees Fees 

Aggregate Growth in Revenue from Fees" 

Between FY1089 and FY1995, revenue from fees grew from $4.8 million t,o $11.2 million in the aggre- 
gate, or 135%, while all revenues together grew from $41.6 million to $43.9 million in lhe aggregate, 
or 6%. Individual fees were not delineated until 1991-92, but fees from sales of stone grew signifi- 
cantly before then. From FYI992 to 1995, fees grew by $1.3 million, or 1316, while all revenues grew 
by $12.1 million, or 41%. The fees that contributed most to growth in the last three p a r s  of the st,udy 
were sales of stone, which grew $1.6 million, or 84%; pennit fees which grew $218,727, or 105% and 
concessions, which grew $45,164, or 12%. 

- --  

51 l lnt l l  1991 all of the Forest Preserve D~stnct's fees and charaes were qrouoed toqether in the Miscellaneous category of 



Trend Analysis A. Non-Tax Sources as a Percentage of Total Revenues 

of Revenue Structure The Forest Preserve District's tax sources of revenue include the property tax and the Personal 
Property Replacement k, while non-taxsources of revenue include fees and licenses, grants, and 
int,erest income?" shown in Agure 3.2, the Forest Presem District's reliance on non-tax sources 
of revenue increased from 21% of all revenues in 1989 to a high of 36% in 1092, before dccrcasing to 
29% of total revenues in FY1995. The significant increase to 36% reflecls both increases in non-tax 
sources of revenue, particularly fees, and as well as a decline in revenues f m n  property taxcs from 
FY1989-1992. This decline reversed in 1993, and property tax revenue increased in 1901. Non-tax 
sources of revenue continued to grow during that period, but the rise in tax suurces diminishod the 
relative importance of non-ta~sources. 

Figure 3.2 

B. Fees and Charges as a Percentage of Total Revenues 

As demonstrated in Figure 3.3, the Forest Preserve District's relianco on fees and charges as a source 
of revenue increased from 11.4% in kY1989 to a high of 31.7% in FYlOD2. During that period, fees rose 
significantly from $4.7 million to $9.9 million, while t,otal revenucs, particularly property taxes, 
declined. The Forest Preselve Began to sell stone thal was mined on its property by the Metropolitan 
Water Reclamation Dist,rict in mid-1990, after a contract lhe District had bid out to a corporat.ion t,o 
purchase the stoned was approved. Since a significant portion of the stone was already mined and 
stored when the contract was approved, sales occurred immediately?J After 1992, fees cont,inued to 
rise to $11.2 ~nillian byFi1996; however, total revenues grewsignificantly afi well, to $43.0 million, and 
by l9gG, fees accounted for 25.4% of total revenues 

Figure 3.3 

~- - -- - ~ 

52 The Personal Property Replacement Tax (PPRT) is a state tax on corporate net income that is distributed to 
municipalities and districts based on a formula. I t  is affected by the level of economlc activity in the State. 

53 Information provided by the Comptroller's Office. Forest Preserve District, and the Cook County CAFR, 1995, p 30. 



Summary From FY1888-1995, the Forest Preserve District increased its reliance on fees as a source of revenue, 
from 11.4% of total revenues in 1989 to 25.4% in FY1995. During that period, revenue from fees grew 
$6.4 million in the aggregate, or 136%, while revenues from all sources grew $2.3 million in the aggre- 
gate, or 6%. The fees that contributed most to revenue growth were sales of stone, permit fees, and 
concessions. 



Types of User 1 Charges and Fees 

Overview of 
Local Governments: 

The Chicago Park District 

The Chicago Park District maintains 7,423 acres of park land and 24.9 miles of lakefront, and oper- 
ates a large number of recreational and cultural facilities within the City of Chicago. The Park District 
was created by Illinois Statute in 1933 as a separate unit of local government within the City of 
Chicago. It is goverued by a board of seven commissioners appointed by the Mayor and approved by 
the City Council. The commissioners are responsible for management and rontrol of business and 
property, while the General Superintendent is responsible for daily operatioim5' 

In FY1996, the Park District collected $42.7 million in fees and charges, which represented 16% of its 
total revenues of $266 million."" 

The Chicago Park Dist,rict relies on fees to finance both its operations and capital needs. Over t,he 
period of this study, both the Governmental and Ent,erprise Funds relied on fees and charges as a 
source of revenue; however, Enterprise Funds ceased t,o exist after 1994.6" 

The Park Dist,rictls charge and permit revenue generating activities are categorized into three types 
of user charges and permits. 

54 The Comptroller of the Chicago Park District,Annual Report 1994, p. 5. In addition, nine museums are located on District 
property, but because they are operated by separate boards of trustees, they are not included in this analysis. . .  . 

55 Data in the trend analysis is derived from the Chicago Park District's Comptroller's Annual Financial Reports and 
Financial Statements. 1989-1995, and information provided by Park District Budget Office officials.The analysis includes 
the Governmental and Enterprise Funds. Under State authorization, the Park District levies taxes for operations and 
maintenance purposes for the Shedd Aquarium and the museums, and is required to allocate a share of its replacement 
taxes to them. However, the Aquarium and museums are not considered part of the financial reporting entity, and fee 
revenue from those entities is not included in the Park District's financial statements. Therefore, the Aquarium and 
museums' operating funds have been subtracted from the Park District's data.The capital funds can not be subtracted. 
because although the Aquarium and museums portism of the interest of the proceeds of the bonds is broken out, the 
portion of the property tax levy that goes to debt service for individual bonds is not, Information provided by Park 
District Budget Office. 

56 During the period of this study, the Park District operated two Enterprise Funds-the Sterdock Harbor Facilities Revenue 
Fund and the Underground Parking Facilities Revenue funds. These funds were dissolved in 1995 and 1994. respectively, 
after repayment of bonds issued to  repair facilities. Chicago Park District 1995 Budget, p. \ I .  



Types of User Charges and Permits: 

User Charges A. For Use of Park District Facilities and Property 

and Fees, User charges and permitsfor the use of Park District facilities and properly constituted $36.7 million, 
continued or 86% of all fee revenue in FY1995. This included revenues from. 

rn Rcntal of Soldier Field to the Chicago Bears and for other events; 

rn Room rentals at Park District. facilities; 

rn Soldier Field nou-event parking revenue; 

rn Parking fees from four underground parking garages; 

a Permit fees charged to groups holding events on district property; 

rn Harbor and boat dockilgc fecs for the use of moorings, sldrdoch, stalls, floating docks, wall spaces, 
and finger docks at Park District harbors; and 

rn Golf fees from District golf courses 

6. For Participating in Recreational and Cultural Programs 

User charges for participating in the following recreational and cult,ural programs accounted for 
84.97 million: or 12% of all fee revenue in FYlS95: 

a Sports programs, including ice skating, tennis, racquetball, and League Registration; 

rn Cultural programs such as Theater on the Lake, and other activitics that focus on arts, crafts, 
drama and music; 

All-day camp; and 

C. Concessions 

Contracts and sales accounted for just over $1 million, or 2% of fee revenues in 1995, from the 
fnllnwiug sources: 

rn Concession revenue from lakefront and non-lakefront concessionaires and event and facilitj. 
sponsors in the form of a base rental fee and, if the contracted sales threshold is met, a percent- 
age of sales; 

Compensation from the City for lost concessions during city sponsored events.67 

In addition to financing operations, user charges and fees are used to meet the capital needs asso- 
ciated with maintenance of Park District property. Harbor fees support thc repair and maintenance 
of Park District harbors. All revenue generated by the increase in harbor fees in 1989 is deposited into 
the Harbor Improvement Fund and reserved for harbor relatcd improvements. Golf course fees sup- 
port capital improvements as well. In addition to capital improvements made by the private company 
managing the courses, the Park District rcscrves t,went.y-five percent o l  incremental revenues 
(approximately $50,000 annually) generated by golf course fee increases for golf course capital 
impro~ements.6~ 

57 Information provided by the Chicaga Park District Budget Office. 

58 Chicago Park District. 1997 Budget, p. 92. 



1 Breakdown of Fees As Figure 4.1 illustrat,es, the largest source of fee revenue in FYI995 was parking fees from the Park 

i and Charges in FYI995 District's underground garages ($16.3 million, or 37% of all fee revenue), followed by rental of Soldier 

I Field ($11.4 million, or 27%), harbor and boat dockage fees ($5.4 million. or 13%). and recreational 
I 

, , 
activities ($4.97 million, or 12%). All other fee sources made up less than 5% each of fee related 
revenue. 

Figure 4.1 
Chicago Park District. Breakdown of Fees and Charges: FYI995 
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Aggregate Growth in Revenue from Fees from FY1989-1995 

From FY1989--1995, revenue from fees grew from $83.5 million to $42.7 million, or 27.5% in the aggre- 
gate. During the same period, revenues from all sources grew from $219.2 million to $266 million, or 
21% in the aggregate. The fees that contributed most to the growth in revenue from fees were the 
rental of Soldier Field, which grew $7.7 million, or 210%; revenues from recreational act.ivities which 
grew $3.7 million, or 303%, and parking fee revenue which grew $1.4 million, or 10%. Revenue from 
concessions, golf course fees, and other user charges declined during that period. 

Trend Analysis A. Non-Tax Swrces as a Percentage of Total Revenues 

of Revenue Structure The Chicago Park District's tax sources of revenue include the property taxand the Personal Property 
Replacement Ex!' Non-tax sources of revenue include interest, fees. intergovernmental funds, and 
donation and grant income. 

Figure 4.2 illustrates that the Park District increased its reliance on non-tax revenues over t,he period 
of the study. Non-tax sources of revenue constituted 20% of total revenues in 1989. That figure dipped 
to 17.3% in 1993, in part, due to fluctuations in grant income and in part due to a decrease in fee rev- 
enue." Non-tax sources of revenue increased to $58.9 million, or 22% of total revenues ($266 million) 
by FYISSR, with increases in interest and fee revenues. 

District. 1997 Budget, p. 173. 

60 Information provided by the Park District Budget Office 



Trend Analvsis of Figure 4.2 

6. Fees and Charges as a Percent of Total Revenues 

As shown in Figure 4.3, the Chicago Park District's reliance on fees and charges as a percent of total 
revenues increased from FYI98Y--1995. Fees and charges accounted for 15.3% of total revenues in 
1989. That port,ion dipped in 1993 to 13.7%, as fee revenue decreased slightly. Revenue from fees 
rose significantly in FY1994 and FYI995 to $42.7 million, or 16% of total revenues ($266 million) by 
FY1996. Revenue from the rental of Soldier Field and recreational activities fees contributed most to 
the growth in FYl994 and FY1996. This growth is attributed to modest increases in fees for recre- 
ational activities and expanded recreational programs, and to privatizing the operations of Soldier 
Field through a contract with a company specializing in stadium management." 

Figure 4.3 

Summary From FY1988-1986, the Chicago Park District increased its reliance on fees from 15.3% t,o 16% of total 
revenues, as revenues from fees grew $9.2 million in the aggregate, or 27.5%, while t,otal revenues grew 
$46.8 million, or 21%. The fees that contributed most to the aggregate growth in fee revenues were 
generated from rental of Soldier Field, fees from recreational activities, and parking garage revenue. 
The majority of the growth in Soldier Field and recreational act,ivit,ies revenue occurred in 
FY1884-1895. 

--- 

61 Information provided by the Park District General Superintendent's Office and the Park District 1997 Budget, p. 72. 

I - 



Overview of 
Local Governments: 

Types of 
Charges and Fees 

Metropolitan Water Reclamation 
District of Greater Chicago 

The Metropolitan Water Reclamation District of Greater Chicago (MWRD) is governed by a nine- 
member Board of Commissioners and managed by an appointed General Superintendent. It collects, 
treats and disposes of the wastewater from the City of Chicago and 125 surrounding communities 
within Cook County, serving an area of approximately 872 square miles." The primary functions of the 
MWRD are to keep sewage pollution out of Lake Michigan and the area's drinking water supply, to 
treat sewage to avoid contamination of the nearby rivers, and to remove obstructions-to-navigation 
from those bodies of wat,er. The District does not control local sewer systems but does provide the 
main t,runk lines for the collection of sewage from local systems as well as its treatment and disp0sal.6~ 

In FY1995, the MWRD collected $54.7 million in fees and charges, which represented 11.2% of its 
$489.9 million in total re~enues.0~ 

The MWRD relies on two tyyes of fees in its revenue structure: user charges and permit fees. 

A. User Charges 

Wastewater lkeatment User Charges. The wastewater treatment. user charge system was estab- 
lished so that the operations, maintenance, and replacement costs incurred by the District in treating 
and disposing of the sewage, industrial and other wastes generated by a user is charged to the user. 
In compliance with the Federal Wakr Pollution Control Act Amendments of 1972, the Clean Water 
Act of 1977, and U.S. EPA rules, the District augments the ad valorem property tax system with a 
charge related to actual use of services. Property taxes cover the costs for residential and small com- 
mercial users; however, tax exempt and large commerciaVindustria1 users pay charges to the extent 
that their proportionate service costs exceed taxes paid to the District."' 

While these charges could be thought of as utility charges, since the cost of providing the service is 
significantly subsidized by property taxes, they more closely resemble user charges. 

62 Comprehensive Annual Financial Report of the Metropolitan Water Reclamation District of Greater Chicago far theyear 
Ended December 31,1995, p. 26-27. 

63 /bid., p. 26. 

64 The analysis includes the Governmental Funds. Data for charges, fees, and other revenues is derived from the MWRD's 
Comprehensive Annual Financial Reports ICAFRsI for the years 1989-1995, and from correspondence with the MWRD 
General Superintendent's office. One category of revenue. Miscellaneous, includes a nunlber of fees not delineated in 
the CAFR documents.The Office of the General Superintendent provided figures on a budgetary basis for sewer 
permits, water sales, agricultural sales, and scrap sales for the years 1989-1995. Miscellaneous also includes a number 
of small fees not easily delineated, including document fees, freedom of information request fees, and sewer service 
agreements. Due to the small nature of these fees and the difficulty of breaking them out for the study period, they have 
not be included in the fee totals. 

65 Information provided by the Office of the General Superintendent, MWRD. 



Types of 
Charges and 
continued 

Land Rentals. The District operates a leasing, permit and easement grants activities program with 

Fees, District owned real estate. The three primary users include: 1) other governments, which, for nomi- 
nal fees, use the land for short-term public and recreational purposes; 2) private entities and 
individuals, which lease surplus land on a long-term basis or obtain permits for short-term use; and 
3) farmers, who are issued permits for short-term agricultural use of land in Fulton County Leases 
are based on an open competitive bidding process, with statutory minimuiu amounts based on a 
percentage of the appraisedvalue. Easement grants are issued to municipalities, government entities, 
and utility companies for pipelines, overhead utility lines, water mains, roads, sewers, and other 
utility iinprovement~.~~ 

Breakdown 
and Growth of 
Fees and Charges 
in FYI995 

Sales. The MWRD collects a small portion of its fee revenue from various sales, including agricultural 
product, water, and scrap sales. 

6. Sewer Permit Fees 

Sewer permits are issued to land developers. The Sewer Permit Ordinance requires storm water 
control such that no more water leaves a property in its developed state than had run off it in its 
undeveloped state. The fee is calculated to recover 100% of operating  cost^."^ 

As Figure 5.1 indicates, the largest source of fee revenue is the user charges for wastewater treatment 
selvices, accounting for $50.5 million, or 92.2% of all fee revenue ($54.7 million) in Fi1995. 

Figure 5.1 
MWRD . Breakdown of Fees and Charges: FYI995 
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Land rentals represented $3.1 million, or 8.7% of fee revenue, and sewer permits represented $1.1 mil- 
lion, or 2% of fee revenue in FY1995. Miscellaneous sales represented only .I% of fee revenue. 

66 lnformation provided by the Office of the General Superintendent. MWRD. 

67 lnformation provided by the Office of the General Superintendent. MWRD. 



Aggregate Growth in Fees from 1989-1995 

From FY1089-1095, revenue from fees and charges increased from $30 million to $54.7 million in (.he 
aggregate, or 83%, while all revenues together grew from $390.1 million to $489.0 million in the aggre- 
gate, or 26%. Of the growth in fees, the majoritywas due to a $23.7 million, or 89% increase in revenue 
from wastewater lreatment charges, the MWWs primary source of fee revenue. Revenue from sewer 
permits grew $555,000, or 102%, while land rentals grew $605.000, or 24%"" 

Trend Analysis A. Non-Tax Sourcss as a Percentage of Total Revenues 

of Revenue Structure The District's tax sources of revenue include property taxes and the Personal Property Replacomcnt 
k (PPRT), while non-tax revenue sources include government grants, user charges, rentals, and 
interest."" Figure 5.2 illustrates that the District's reliance on non-tax sources of revenue increased 
significantly from 33% to 30% in 1990, reflecting a large increase in government grants, in addition to 
significant increaes in fee revenue. After 1990, reliance on non-tax sources of revenue decreased, to 
26% of total revenues in 1994. Fee revenue actually rose in this period, but wa? offset by increased 
revenue from property taxes. By FYl995, non-tax sources accounted for $129.8 million, or 26% of 
total revenue ($489.9 million). 

Figure 5.2 

6. Fees and Charges as a Percentage of Total Revenues 

As shown in Figure 5.3, the MWRD's reliance on fees and charges as a revenue source increased from 
7.7% of total revenues in FYI989 to a highof 11.99; of total revenues in FY1094. Despite the decrease in 
non-tax revenues overall in t.hat period, revenue from fees grew significantly. In particular, wastewater 
treatment chargesincreased by nearly $15 million between FY1089-1090, when an EPA-required review 
of user charge rates in 1989 found that usage of commerciaVindustrial users had been underestimated, 
and that industrial users were not paying their proportionate sl~are of actual costs. This led to an 
agiustment in rates for those useu in 1990.70 Reliance on fees and charges declined slightly in FYI995 
to 112% (554.7 million) of total revenues ($489.9 million), although fees continued to rise. 

68 The sewer permit fee structure was reviewed in 1992 and adiusted to  recover 100% of operating costs. lnforlnation 
provided by the Of fce of the General Superintendent, MWRD. 

69 Comprehensive Annual Financial Report of the Metropoltan Water Reclamation District of Greater Chicago for theyear 
ended December 31. 1995, p. 50.The PPRT is primarily s tax on corporate income and thus is affected by the level of 
economic activity in the State. 

70 lnformatim provided by the Office of the General Superintendent, MWRD. 



Trend Analysis of Figure 5.3 

Revenue Structure, 14% 

continued 

Summary From FY1980-1995, the MWRD increase,d its reliance on fees as a source of revenue from 7.7% of total 
revenues to 11.2%. During that period, revenues from fees grew $24.8 million, or 83%, while all 
revenues together grew $99.6 million, or 26%. The largest increase in revenue from fees came from 
wastewater treatment charges, which are set to recover a portion of the costs of treating excess 
industrial waste from tax-exempt and large commercial and industrial dischargers. The most, 
significant growth in those charges occurred between 1980 and 1990, when the rates were adjusted. 



Summary of Findings 

Revenues from fees increased for each of the governments studied from fiscal years 1989 to 1995, and 
grew at  a greater rate than all sources of revenue collected. Table 5 shows the fee revenues and total 
revenues for each government for fiscal years 1989 and 1995, and the percentage change in fee rev- 
enue and revenue from all sources between those two years. 

Table 5. Aggregate Change in Revenues (in millions1 

Revenue from Fees % Chsnge All Revenues %Change 
FYI989  FYI995  F Y I 9 8 9  F Y I 9 9 5  

Cook County *$404.1 $566.8 40% '$1,493.3 $1,830.0 23% 

City of Chicago '"$743.0 $991.8 33% **$3,422.7 $4,26Y.6 25% 

Forest Preserve District $4.8 $11.2 13591 $41.6 $13.9 6% 

Chicago Park District $33.5 $42.7 28% __ $219.2 $266.0 21% 

MWRD $30.0 854.7 83% - $390.4 $489.9 - 26% - 
* For comparability of data. Cook County figure refers to 1991." 
** For comparability of data, City of Chicago figure refers to 1990'' 

Despite each government's aggregate growth in revenue from fees, revenue from each fee did not 
grow. The majority of growth in revenue from fees came from a few individual or specific categories 
of fees. In addition, the fees that did grow did not necessarily grow at  an even pace throughout the 
period. 

For Cook County, the fees that contributed most to its aggregak growth of $162.6 million in fee 
revenue were patient fees, which grew $127.5 million; fees from the Office of the Clerk of the Circuit 
Court, which grew $13.5 million; and fees from the Recorder of Deed's office, which grew $11.2 mil- 
lion. Patient fees grew significantly 1mtil1994, but declined in 1995, while revenue from the Recorder 
of Deeds, which grew substantially between 1991-1993, declined after 1993. 

The most significant contributors to the City of Chicago's aggregate growth of $248.8 million in fee 
revenue were airline user charges, which grew $176.7 million; water sewice charges, which grew 
$52.2 million; and other user charges, which include parking revenue, health services revenue, and 
fire department services revenue, and which grew $51.4 million. 

The MNXD and Forest Preselve District experienced most of their fee growth in the early years of the 
study period. The Forest Preserve District did not delineak individual fees until 1991, although it 
exyerienced significant growth in fee revenue after it began to sell stone in 1990. After 1992, sales of 
stone, permit fees, and concessions contributed most to fee revenue growth. For the MWRD, the fees 

71 The Cook County analysis reports on trends from 1991-1995. rather than 1989-1995. because an independently audited 
Comprehensive Annual Financial Report (CAFR) was not prepared for 1989, and tlle report issued in 1990 did not include 
the Health Facilities Fund, which is the primary source of fee reveliue 

72 Due to a change in the fund group in  which the City accounted for grants beginning in 1990, the data from 1989 has been 
excluded from the growth and trend analyses to ensure comparability of data. 



that contributed most to its aggregate growth of $24.7 million in fee revenue were waskwater 
treatment charges, which grew $23.7 million overall, but $15 million from FY198Q-1990. 

The. Chicago Park District experienced most of its fee growth in the later years of the study period. The 
fees that contributed most to its aggregate growth of $9.2 million were rental of Soldier Field, which grew 
$7.7 million; revenues from recreational activities, which grew $3.7 million; and parking garage rev- 
enue, which grew 61.4 million. Revenue from rental of Soldier Field increased dramatically from 
FY1993-1995, and recreational activities revenue increased significantly between FY1994 and FY1995. 

Trend Analysis From FY1989-1995, local governments in Cook County mirrored the national trend that emerged in 

of Revenue Structure the 1970s of increasing reliance on non-tax sources of revenue, and particnlarly fees and charges, to 
finance the provision of goods and services. 

Non-Tax Sounes as a Percent of Total Revenue 

As Figure 6 illustrates, four of the five governments examined increased their reliance on non-tax 
sources of revenues between EYlQ9R-1995, with the Forest Preserve District exDeriencinR the most - 
significant increase in percentage terms, from 21% to 29% of total revenues. Throughout the period, 
the Forest Preserve District's tax revenues declined overall, while revenue from fees increased sub. 
stantially. Cook County's reliance increased by three percentage points, while the City of Chicago 
increa~ed its reliance by four percentage points. The Park District increased its reliance by two per- 
centage points. Although the MWRD experienced a decline in reliance on non-tax revenues, from 33% 
to 26% of total revenues, its fee revenue actually grew significantly between 1989 and 1990, and con- 
tinued to increase through FYlO95. Its decreased reliance on non-tax sources is attributed in part to 
a significant decline in grant revenue. 

Figure 6 

* For comparability of data. Cook County fqures refer to 1991 and City of Chicago figures refer to 1990. 
See footnotes 71 and 72 on page 33. 

Fees and Charges as a Percent of Total Revenue 

As Figure 7 illustrates, all five governments examined increased their reliance on fees and user 
charges as a source of revenue between fiscal years 1Q89 and 1995. The governments increased their 
reliance on fees in varying degrees, from one to two percentage points for the City of Chicago and the 
Chicago Park District, to 14 percentage points for the Forest Preserve District. The significant 
increase for the Forest Preserve District is attributed to a decrease in revenue from property taxes 
over the period and to increases in fee revenue, particularly sales of stone, which did not begin until 
1990. 



Figure 7 

* For comparability of data. Couk County figures refer to 1YY1 and City of Chicago figures refer to 1990, 
See footnotes 71 and 72 on page 33. 

This analysis suggests that locd governments have mirrored the national trend that began in the 
1970s toward increased reliance on non-tau sources of revenue generally, and fees and charges in 
garticular. Federal and state policies that place greater responsibilities with local governments, 
declining federal aid, and tax initiatives such as property tax limitations, which took effect in Cook 
Cuunty in 1994, place pressure on local governments to find alternative means to finance the goods 
and services they provide. The report provides a baseline from which local governments' reliance on 
fees and charges cart be tracked annually to provide a clearer understanding of how they provide 
goods and services. 
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