CITY OF URBANA, ILLINOIS
FINANCE DEPARTMENT

MEMORANDUM
TO:

Mayor Diane Wolfe Marlin and City Council Members

FROM:

Elizabeth Hannan, Finance Director

DATE:

February 27, 2020

SUBJECT:

Intergovernmental Agreement with Police Pension Fund Board

Introduction: Attached is a Resolution that would authorize the Mayor to enter into an
intergovernmental agreement to provide payroll services for the Police Pension Fund.
Discussion:
Previous Practice: In the past, the payroll for the Police Pension Fund has been prepared by a City
employee outside of regular work hours. This employee was compensated directly by the Pension
Fund for this work. This arrangement required use of the financial system on the City’s AS400
computer system, which is being decommissioned. As a result, the payroll for the Pension Fund
must be completed through some other means.
Proposed Arrangement with Police Pension Fund: Staff proposes to enter into an agreement with
the Pension Fund to provide payroll services using the City’s Munis financial system. Because the
person performing this work will have access to the City’s payroll system, staff recommends that this
work be performed by a City employee, who would work under the direction of the Financial
Services Manager. Current staff are unable to absorb the additional workload.
After internal review and discussion with the Police Pension Board, staff recommends that the City
enter into the attached agreement to provide these services. The Pension Fund would no longer pay
directly for these services. Staff also expects the Fire Pension Fund to enter into a similar
arrangement at their April board meeting, which would then be brought to City Council for
approval.
The current cost for payroll services is about $3,600 annually for each pension fund for a total of
$7,200 annually. The cost to hire an outside accounting firm to provide these services is likely to be
substantially higher than the cost of a new, quarter-time position, which is expected to be not more
than $16,000 annually. This employee would provide payroll services for both pension funds. An
additional advantage is that Financial Services staff would be able to provide backup for the
employee assigned to perform this work, when that is required.
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As discussed above, this work could be contracted out to an accounting firm. However, the costs
would likely be significantly higher. The additional cost of this approach would ultimately be borne
by the City through increased pension contributions.
Future Considerations: As pension fund investments are consolidated by the State over the next
couple of years, the work associated with maintaining financial data on investments and other
general ledger transactions will be reduced. This work is currently performed by an outside
consultant, who works on a voluntary basis. For long term stability, it makes sense to transition all of
the financial information onto the Munis system once the investments are consolidated. At that
time, the agreement may be amended to include additional services for accounts payable, general
ledger accounting, and financial reporting.
Fiscal Impact: In the long term, all pension costs become a cost for the City through pension
contributions. The recommended option is the least costly choice. The alternative of contracting the
work to an outside accounting firm would be more costly and would ultimately result in higher
pension contributions for the City than the recommended option.
Alternatives:
1. Forward the Resolution authorizing the Mayor to enter into an intergovernmental agreement for
payroll services for the Police Pension Fund to Council for approval on March 9, 2020.
2. Do not forward the resolution for approval.
Recommendation: Forward the resolution authorizing the Mayor to enter into an
intergovernmental agreement for payroll services with the Police Pension Fund to City Council for
approval on March 9, 2020.
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RESOLUTION NO. 2020-03-013R
A RESOLUTION APPROVING AN INTERGOVERNMENTAL AGREEMENT
BETWEEN THE CITY OF URBANA AND THE POLICE PENSION FUND
(Police Pension Fund Payroll Services)
WHEREAS, the City of Urbana (“City”) is an Illinois home rule unit of local government
pursuant to Section 6 of Article VII of the Illinois Constitution of 1970 and the Statutes of the State
of Illinois; and
WHEREAS, the Police Pension Fund was established pursuant to 40 ILCS 5/3-101 et seq.;
and
WHEREAS, Section 10 of Article VII of the Illinois Constitution of 1970 and the Illinois
Intergovernmental Cooperation Act, 5 ILCS 220/1 et seq. enable the City and the Police Pension Fund
to enter into intergovernmental agreements; and
WHEREAS, the Police Pension Fund Board, pursuant to Sections 3-138 and 3-139 of the
Illinois Pension Code (40 ILCS 5/3-138, 3-139), has the authority to enter into agreements that
provide for payment from the Police Pension Fund of all necessary expenses and record-keeping
services for the Police Pension Fund; and
WHEREAS, the City has the authority to enter into agreements with the Police Pension
Fund; and
WHEREAS, the City’s Finance Director serves as Treasurer of the Police Pension Fund
and is responsible for handling all moneys received and disbursed by the Police Pension Fund
pursuant to the said Fund’s Board direction; and
WHEREAS, the City has been and is able to continue providing payroll and record-keeping
services for the Police Pension Fund and the said Fund desires to maintain its relationship with the
City in this regard as more fully provided for in the Intergovernmental Agreement Between the City
of Urbana and the Board of Trustees of the Police Pension Fund Regarding Payroll Services which
appears as an exhibit appended hereto and incorporated herein.
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NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Urbana,
Illinois, as follows:
Section 1.
The Intergovernmental Agreement between the City of Urbana and the Board of Trustees of the
Police Pension Fund Regarding Payroll Services in substantially the form appended hereto and
incorporated herein by reference, shall be and the same is hereby authorized and approved.
Section 2.
The Mayor of the City of Urbana, Illinois, be and the same is hereby authorized to execute on behalf
of the City of Urbana, Illinois and deliver the same to the City Clerk of the City of Urbana, Illinois,
the Intergovernmental Agreement Between the City of Urbana and the Board of Trustees of the Police
Pension Fund Regarding Payroll Services in substantially the form appended hereto and the City Clerk
being hereby authorized to attest to said execution of the same so authorized and approved for and
on behalf of the City of Urbana, Illinois.
PASSED BY THE CITY COUNCIL this ______ Day of _______________, 2020.
AYES:
NAYS:
ABSTENTIONS:

________________________________
Charles A. Smyth, City Clerk.

APPROVED BY THE MAYOR this ____ Day of _________________, 2020.

_________________________________
Diane Wolfe Marlin, Mayor.
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