
The arguments pro and con about 
home rule often consider data – 
and interpret what cities “on 
average” have done with home 
rule powers. But Riverwoods has 
unique factors:  
 
Woodlands and large lots  
 
Private Streets & Private Wells 
 
Single family community, built-
out, with no large tracts left 
 
Sales Tax  – just 12% of general 
revenues 
 
Police Levy – provides only 37% 
of police department costs 
 
High cost of purchasing water



Two reasons for choosing home 
rule are examined:  
 
(1) Better regulatory powers 
for addressing our needs 
 
(2) better tax revenue sources –
tax revenues that the community 
would prefer to see collected 
over other types of tax revenues 
 
The arguments against home rule 
might be stated as: 
 
(1) The village doesn’t need 
increased regulatory power  
 
(2) more revenue sources and 
elimination of tax cap will lead to 
higher taxes 



In our system, the federal 
government and each state are 
sovereign: cities and villages 
have no independent status but 
are created by state government. 
 
Counties, cities, townships, 
forest preserve, fire protection, 
park and school districts are 
each formed under their own 
enabling legislation. each has 
independent taxing authority. 
 
Illinois is extremely unusual in 
the nation for having divided 
powers among many independent 
taxing districts, each formed 
according to its own law. 



The Illinois municipal code 65 
ILCS 5/1 et seq., now regulates 
cities and villages.  
 
until the adoption of the Illinois 
constitution of 1970, it was the 
primary source of municipal 
powers for most cities.  
 
Since the municipal code evolved 
from earlier laws, it reflects 
150 years of state legislation on 
topics, which are often outdated.  
 
The legal principle known as 
“dillon’s rule” says that unless 
the power a village seeks to 
employ is expressly granted by 
enabling legislation – then the 
village is not empowered to act. 



The Illinois constitution of 1970 
put forward a bold solution to 
problems of local government 
power: cities over 25,000 in 
population automatically became 
“home rule” units. The enabling 
clause, article vii, section 6 
reads: 
 
“Except as limited by this Section, 
a home rule unit may exercise any 
power and perform any function 
pertaining to its government and 
affairs including, but not limited 
to, the power to regulate for 
the protection of the public 
health, safety, morals and 
welfare, to license, to tax; and 
to incur debt.” 
 
 



The Illinois constitution provides 
limits on home rule units, such as 
prohibiting imposition of an 
income tax or defining felonies. 
 
The Illinois constitution specifies 
when the state may override home 
rule powers or reserve certain 
areas where the state decides it 
alone should exercise powers – 
thereby pre-empting local power. 
 
The state now forbids a real 
estate transfer tax even to home 
rule units unless this measure is 
passed by a separate referendum. 
 
Other examples of state pre-
emption: ticketing moving 
violations, regulating pesticide 
applicators, animal trapping. 



In Illinois, if a village isn’t home 
rule, then it is non-home rule 
unless it passes a referendum.  
 
Examples of where home rule 
authority would provide better 
grounding for local regulations: 
 
protecting the environment 
 
tree protection ordinance 
 
woodland preservation ordinance 
 
(our ordinance, which limits the 
amount of under-story that can 
be removed, is unique in the state) 
 
The term “Woodland” does not 
appear in the municipal code.  
 



ordinance requiring street bonds 
and requiring street restoration  
 
agreements with owners and road 
associations to allow the police 
department to enforce traffic 
laws on private streets 
 
Imposition of sprinkling bans  
 
Home rule units can modify the 
zoning and planning process – 
for example, to customize the 
criteria for granting hardship 
 
Many home rule communities 
require execution “development 
Agreements” to obligate builders 
under performance standards – 
non-home rule units have no 
authority for such agreements.  



Home rule units can enter into 
intergovernmental agreements 
and share more extensive powers. 
 
Home rule units are not 
expressly covered by the recent 
Affordable Housing Law. 
 
most home rule units have taken 
the position that they should be 
free to devise their own 
solutions to housing issues. 
 
The Illinois Affordable Housing 
Law looks to achieving a goal of 
10% of housing units being 
affordable to a household 
earning 80% of the are median 
income. 



The story on tax caps. Briefly, 
when rising inflation and assessed 
values resulted in larger 
property tax bills, the state 
passed the “tax cap” law initially 
for the collar counties – later 
cook was added – but home rule 
units were never affected.  
 
The law limits the growth of 
property tax revenues (with 
exceptions built in for new 
development) to the lesser of 
5% per year or the consumer 
price index (cpi). 
 
the academic studies report 
either that home rule units did 
not use their powers to increase 
property taxes or that there are 
too many factors to generalize. 



One manner of understanding the 
village’s finances classifies its 
activities under four essential 
functions:  
 
(1) building and zoning  
 
(2) police protection  
 
(3) operating water and sewer 

systems  
 
(4) general operations, which 

include maintaining village 
streets and ditches, running 
village hall and programs for 
residents, such as buckthorn 
removal, tree replanting, 
assistance to seniors, village 
newsletter 

 



The four main sources of revenue 
corresponding to these functions 
are:  
 
(1) building permit fees 
 
(2) police fund levy 
 
(3) water and sewer user charges   
 
(4) general fund revenues  
 



The general fund receives 
revenue from the simplified 
telecommunications tax, gas and 
electric taxes, and the local 
share of state income tax and 
sales tax. Building permit fees 
are technically part of the 
general fund. 
 
These non-property tax sources 
of revenues pay for general fund 
activities, such as running and 
repairing the Village Hall, issuing 
building permits and inspections, 
Dutch Elm Disease monitoring, 
spraying for gypsy moths, 
repairing drainage ditches, and 
assisting senior citizens.  
 
 



Telephone, Gas & Electric
951,702 

46.7%

Cell Tower 
80,603 4.0%

Permit Fees 
329,305 

16.2%

Hotel Tax
68,985

3.4%

Sales Tax
251,785

12.4%

State Income
245,728

12.1%

Motor Fuel
109,653

5.4%

General Fund Revenues 
2004 

 

General fund revenues often are 
used to make up shortfalls in 
other funds. 



Police Levy 
326,899

37.0%

COPS grant 
210,103 23.8% 

Fines
187,301

21.2%
Spec Impact

158,145

17.9%

Police Fund Revenues
2004 

 

 
in 2004, police fund revenues 
were $884,232 against costs of 
$779,434, but the cops grant 
has now expired 
 
 



The total amount received from 
all village residents in 2005 
from the police levy was 
$354,556.23.  
 
The tax rate to achieve this 
amount was .101, or 10 cents 
per $100. A house with an 
assessed value of $187,000 
(1/3 market value) paid taxes of: 
 
$187,000  x  .101 = $188 
     100      
 
out of a total tax bill of 
$12,681. 
 
Except for the police levy and 
special service area taxes, all of 
the taxes shown in the resident’s 
bill in the next slide are imposed 
by other districts: 



 



The village must loan money from 
the general fund to the water 
and sewer funds when there are 
shortfalls – partly to avoid user 
charge increases. Also, advances 
over time can be repaid from new 
tap-on connections 
 
Because of repeated rate 
increases from Highland Park, 
the Village has essentially been 
breaking even in the operation of 
its water system 
 
Residents pay $36 every two 
months for sewer, but all of 
that currently goes to lake 
county 
 
 



IMPACT OF HOME RULE STATUS ON 
REVENUE SOURCES: 
 

(1) Sales Tax – increased revenue 
can fund all village activities, 
primarily from non-residents 
 
the village could increase – even 
a ½ point (0.5%) increase would 
yield about $84,000 per year 
with current businesses. This 
differential will become more 
significant as the BP Amoco and 
new retail development occurs. 
 
The current sales tax rate in the 
Village is 7.0%, of which the 
Village receives 1.5%. The tax 
components are as follows:  
 

State of Illinois  5.00% 
Lake County     .25% 



RTA        .25% 
Riverwoods     1.50% 

 
The rate in buffalo grove (Lake 
Co) is 7.5%; in Deerfield, 7%; 
Northbrook, 8.25%, Wheeling 
(Lake Co) 7.5%. 
 
(2) hotel tax 
 
the village could use hotel tax 
revenue without being limited to 
promoting overnight tourism, 
freeing about $80,000 per year  
which could be used for any 
purpose, such as bike paths, or 
making repairs and building 
reserves in the water and sewer 
fund. 
 



(3) Impound fee to recover towed 
vehicles charged to drunk 
drivers – based on current 
arrests this would generate 
about $40,000 a year to help 
fund the police department. 
 
(4) Demolition fee. 
 

 
SUMMARY: 
 
■ The building department and 
other general operations of the 
Village are self-sustaining from 
general fund revenues. 
 
■ The police department is not 
self-sustaining from the police 
levy. Without its subsidy from the 
COPS grant, it requires about 
$300,000 in additional funding. 



■ The police department provides 
24 hour coverage and is more 
affordable than the previous 
contract with the Lake County 
Sheriff’s Department. 
 
■ The water and sewer funds 
break even but aren’t building 
reserves. 
 
■ Home Rule Status can assist in 
providing tax revenues from 
sources other than property 
taxes, and these revenues can 
then fund the police department, 
water & sewer systems and other 
village needs without impairing 
the general fund. 
 
 
 


