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MEMORANDUM
TO: The Honorable Mayor and City Council
FROM: Robert R. Lehnhardt, Director of Finance/Treasurer
DATE: January 5, 2026
SUBJECT: Municipal Gas Use Tax Ordinance - First Reading
Request

City Council consideration of an ordinance amending certain sections of Article XI (Municipal Gas Use Tax),
Chapter 66 (Taxation) of the code of ordinances of the City of Wheaton.

Executive Summary
The ordinance includes the following proposed changes:
e Section 66-292 Tax. Changes the municipal gas use tax rate to $0.05 per therm, with an effective
date of March 1, 2026.
e Section 66-293 Collection of gas use tax. Adds the City Manager to enter into a contract for the
collection of the municipal gas use tax.

Background

At the January 27, 2025 Planning Session, staff presented the Facilities Condition Assessment Report,
which highlighted notable concerns with three (3) key facilities: the Police Station, Fire Station #39, and
the Public Works Garage. Since this meeting, staff and the City Council have held discussions on financing
the costs of a Police Station Remodel ($11.2 million) and new Fire Station #39 ($10.0 million). The 2026
Budget includes preliminary project and financing costs for these projects through a $21.9 million general
obligation bond issuance and increased revenues from the property tax levy (50.6 million), local sales tax
(50.8 million), and natural gas use utility tax (50.5 million) to fund the annual debt service on the bonds.

Natural Gas Use Utility Tax Information

The Natural Gas Use Utility Tax is imposed on the use of natural gas. The tax can be structured as a
percentage of a customer’s gross receipts or at a specific rate per therm of gas used. Nicor Gas administers
and collects the tax, including an administration fee of 3% of the amount collected.
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In 2002, the City’s rate was $0.02 per therm —
and increased to $0.03 per therm in 2010. On Natural Gas Use Utility Tax

average from 2020 to 2024, the City collects g P
$785,870 annually from the natural gas use § »1.2
utility tax. The chart on the right shows $1.0
actual revenues for the past five (5) years and $0.8
projections for 2025 and 2026. <06
Staff is recommending increasing the rate by $0.4

$0.02 from S$0.03 per therm to $0.05 per
therm, effective March 1, 2026. The $0.02
rate increase is estimated to generate an
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additional $0.5 million in 2026. The $0.05 per Actual Actual Actual Actual Actual Proj. Proj.
therm rate would be the maximum rate
allowable under State statute.
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Comparisons to Other Communities
The chart on the right provides the natural gas use utility tax rates for communities

that were used in the City’s 2023 benchmark study and other surrounding

.. o Mount Prospect | $0.0147
communities. Natural gas use utility tax rates range from $0.0147 to $0.05 per Downers Grove | 60,0150
therm or 3.0% to 5% of gross receipts. Elmhurst $0.0150

Glen Ellyn $0.0200
Carol Stream $0.0250
Warrenville 3.0%
Hoffman Estates [ $ 0.0500
Wheaton $0.0500
Lombard 5.0%
Naperville 5.0%
Winfield 5.0%

Customer Impact

The impact on a customer’s monthly gas bill will vary based on a number of variables, such as square
footage of homes, home-heating preferences, efficiency of furnaces and water heaters to name a few.
Staff compiled gas bills from some employees, and the annual therms used ranged from 828 to 1,227. The
average lllinois household uses 1,068 therms of natural gas annually. At an additional $0.02 per therm, a
household would pay an additional $1.78 per month or $21.36 annually.

Recommendation

Attached for your consideration is an ordinance amending certain sections of Article XI (Municipal Gas
Use Tax), Chapter 66 (Taxation) of the code of ordinances of the City of Wheaton. In addition, the City
Attorney worked with Nicor Gas in drafting a new Municipal Gas Use Tax Collection Agreement
(“Collection Agreement”) with Nicor Gas. The Collection Agreement sets forth the terms and conditions
of Nicor Gas collecting and remitting the natural gas use utility tax on behalf of the City.

This item is on the agenda for a first reading, with the final adoption scheduled for the City Council
Meeting on January 20, 2026.
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ORDINANCE NO. 0-2026-

AN ORDINANCE AMENDING CERTAIN SECTIONS OF ARTICLE XI (MUNICIPAL GAS USE TAX),

CHAPTER 66 (TAXATION) OF THE CODE OF ORDINANCES OF THE CITY OF WHEATON

WHEREAS, the City of Wheaton ("City") is an Illinois Home Rule Municipality pursuant to
provisions of Article VII, Section 6 of the lllinois Constitution, and as such the City may exercise any power

and perform any function pertaining to its government and affairs, including taxation; and

WHEREAS, the subject matter of this ordinance pertains to the government and affairs of the City

and its residents; and

WHEREAS, in furtherance of its home rule powers, it is necessary and desirable for the City to

amend its ordinances regarding taxation by increasing the municipal gas use tax rate.

NOW, THEREFORE, BE IT ORDAINED by the Mayor and City Council of the City of Wheaton, lllinois

by its home rule authority, that the Wheaton City Code is hereby amended to provide as follows:

SECTION 1: That Section 66-292 (Tax) of Chapter 66 (Taxation), Article XI (Municipal Use Gas Tax),

is hereby amended as follows:

Sec. 66-292. - Tax.

(a)

(b)

(d)

(e)

(f)

Except as otherwise provided by this article, a tax is imposed on the privilege of using or
consuming gas in the city that is purchased in a sale at retail at the rate of $8-03 50.05 per
therm.

The ultimate incidence of and liability for payment of the tax is on the retail purchaser,
and nothing in this article shall be construed to impose a tax on the occupation of
distributing, supplying, furnishing, selling or transporting gas.

The retail purchaser shall pay the tax, measured by therms of gas delivered to the retail
purchaser's premises, to the public utility designated to collect the tax pursuant to section
66-293 on or before the payment due date of the public utility's bill first reflecting the tax,
or directly to the city elerk on or before the 15th day of the second month following the
month in which the gas is delivered to the retail purchaser if no public utility had been
designated to collect the tax pursuant to said section 66-293 or if the gas is delivered by
a person other than a public utility so designated.

Nothing in this article shall be construed to impose a tax upon any person, business or
activity which, under the Constitutions of the United States or State of Illinois, may not
be made the subject of taxation by the city.

A person who purchases gas for resale and, therefore, does not pay the tax imposed by
this article with respect to the use or consumption of the gas but who later uses or
consumes part or all of the gas, shall pay the tax directly to the city elerk on or before the
15th day of the second month following the month in which the gas is used or consumed.

The tax shall apply to gas for which the delivery to the retail purchaser is billed by a public
utility on or after March 1, 2026. May-34,-2640-




(g) Ifit shall appear that an amount of tax has been paid which was not due under the provisions of
this article, whether as a result of mistake of fact or an error of law, then such amount shall be
(i) credited against any tax due, or to become due, under this article from the taxpayer who
made the erroneous payment or (ii) subject to a refund if no such tax is due or to become due;
provided that no amounts erroneously paid more than three years prior to the filing of a claim
therefor shall be so credited or refunded.

SECTION 2: That Section 66-293 (Collection of gas use tax) of Chapter 66 (Taxation), Article Xl
(Municipal Use Gas Tax), is hereby amended as follows:

Sec. 66-293. Collection of gas use tax.

The city manager or director of finance is authorized to enter into a contract for collection
of the tax imposed by this article with any public utility providing gas service in the city. The
contract shall include and substantially conform with the following provisions:

(1) The public utility will collect the tax from retail purchasers as an independent
contractor;

(2) The public utility will remit collected taxes to the city elerk no more often than once
each month;

(3) The public utility will be entitled to withhold from tax collections a service fee equal to
three percent of the amounts collected and timely remitted to the city elerk;

(4) The public utility shall not be responsible to the city for any tax not actually collected
from a retail purchaser; and

(5) Such additional terms as the parties may agree upon.

(Code 1996, § 66-293; Ord. No. F-1477, & 2, 3-15-2010)

Editor's note(s)—Ord. No. F-1477, § 2, repealed the former § 66-293 and enacted a new § 66-293
as set out herein. The former § 66-293 pertained to similar subject matter and derived from
Ord. No. F-0756, § 2, adopted Sept. 3, 2002.

Note(s)—For the purpose of this ordinance, the terms "retail purchaser" and "public utility" have
the same meaning as in section 66-291 of the Wheaton City Code, as amended.

SECTION 3: In all other respects, the terms and provisions of the Wheaton City Code are ratified
and remain in full force and effect.

SECTION 4: All ordinances or parts of ordinances in conflict with these provisions are hereby
repealed.

SECTION 5: In the event that any section, clause, provision, or part of this ordinance shall be found
and determined to be invalid by a court of competent jurisdiction, all valid parts that are severable from
the invalid parts shall remain in full force and effect.

SECTION 6: This ordinance shall become effective from and after its passage, approval, and
publication in pamphlet form in the manner prescribed by law, and shall apply to any amounts billed on
or after March 1, 2026; provided, however, that any amounts due or payable for any tax periods ending
prior to March 1, 2026 are nevertheless to remain payable as if this Ordinance had not been adopted.
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