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Budget Work Session Schedule

Saturday, April 27, 2013

9:00 AM
9:30 AM
10:30 AM
10:45 AM
11:00 AM
11:45 AM
12:00 PM
1:00 PM
1:45 PM
2:30 PM
2:45 PM
3:00 PM
3:15 PM
4:15 PM
5:00 PM

General Overview

City Manager

BREAK

Building Department

Economic Development Department
City Treasurer

LUNCH

Police Department

Fire Department

City Assessor

City Clerk

BREAK

Public Works Department
Continued Review Discussion

END OF BUDGET WORK SESSION



City of Fenton




April 2013

SUNDAY MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY SATURDAY
1 2 3 4 5 6
Council Work
Session
7 8 9 10 11 12 13
Council Meeting Parks Board
Meeting
14 15 16 17 18 19 20
DDA Meeting Beautification
Meeting
21 22 23 24 25 26 27
Council Meeting Zoning Board of Planning Budget Work
Appeals Meeting Commission Session
Meeting
28 29 30




May 2013

SUNDAY MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY SATURDAY
1 2 3 4
Library Meeting
5 6 7 8 9 10 11
Council Work Freedom Park Cemetery Meeting
Session Meeting
12 13 14 15 16 17 18
Council Meeting Parks Board Beautification Museum Meeting
Meeting Meeting
19 20 21 22 23 24 25
DDA Meeting Planning
Commission
Meeting
26 27 28 29 30 31
Council Meeting
Zoning Board of
Appeals Meeting
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301 South Leroy Street - Fenton, Michigan 48430-2196 « (810) 629-2261 » FAX (810} 629-2004

April 15,2013
Mayor Osborn and the Fenton City Council:

In accordance with the provision of the Fenton City Charter, [ am pleased to present for
your review and consideration the budget amendments for the current fiscal year and the
proposed budget for fiscal year 2014, which will begin July 1, 2013,

Economy

The economy continued to improve during 2012. While the impact from the recession
that began around December 2007/January 2008 continues to be felt in the local
economy, it is apparent that a recovery is underway. Although the economy is starting to
improve, the recovery appears to be slow and job growth is not as good as we have
experienced in previous recoveries. The automotive industry is showing much stronger
signs of recovery.  The financial sector and the real estate sectors are also showing signs
of improvement. The residential real estate values in our community are beginning to
rise. The values of residential properties have increased 2-8% in the past year. The

commercial real estate market has been slower to recover, but is now beginning to
stabilize.



The industrial sector is continuing to improve with the industries in our industrial park
reporting improved business. Industries in our community have reported they are
experiencing an upswing in activity and they are beginning to hire more employees.
Creative Foam, located in our industrial park, has recently purchased more property for
future expansion.

Last year the Local Development Finance Authority (LDFA) commissioned the
University of Michigan to conduct an extensive study of the industrial park. The study
will assist the city in econemic development by providing information to identify which
industries to target that would be a good “fit” for our community and to identity
improvements that can be made to the industrial park to better improve the area for more
business opportunities. This study should be completed sometime in May 2013.

Epic Machines, located in the industrial park, has had a difficult time finding qualified
employees for their manufacturing operation.  They have recently opened Epic CNC
Training Academy to train and place students in CNC Turning and CNC Milling.



The City of Fenton through the Downtown Development Authority (DDA) assisted other
businesses in locating to the community. The Union Joints from Clarkston is in the
process of locating a destination restaurant in the Old Fire Hall. This will be an excellent
addition to the downtown. The DDA has partnered with them and provided a
lease/purchase agreement for the building and $100,000 toward the necessary
improvements. The DDA is also partnering with the Corlin Group to construct a new
four-story building on the southeast corner of Silver Lake Road and South Leroy Street.
This building named the Cornerstone Building is the start of the rebirth of our downtown
area that was demolished in the early 1970’s through urban renewal. Several other new
businesses came to the city in the last fiscal year and others expanded or relocated.

The DDA continued the implementation of their marketing plan with the assistance of
New Moon Visions. In addition to radio advertising and press releases to market the
community. In addition, the DDA installed the first phase of their wayfinding signs for
the community.

As mentioned earlier the residential real estate market is beginning to stabilize and
actually increase. Because of the stabilization of residential real estate values, the
General Fund will have an increase in property tax revenue of $34,640. In addition the
city 1s expected to gain $56,425 in State Revenue Sharing.
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FEmplovee & Retiree Healthcare

For several years the administration has been attempting to consolidate the employee
healthcare coverage into one single policy. Because the city has several organized
employee units represented by different unions, it was difficult to reach an agreement
with everyone on healtiacare. The city had about 5 different healthcare options with two
different providers. The benefit was costly and very difficult to administer. The
consolidation was finally achieved in January 2012. Employees are now covered with a
HealthPlus policy and can choose between a HMO and a PPO policy with the employee
paying the difference of the higher cost policy. The city has a high deductible policy and
the employer covers the deductible. Whether an employee chooses the HMO or PPO all
employees pay 20% of the monthly premium.

Changes have also been made to the retiree employee healthcare program. Retirees who
have retired from the city receive the HealthPlus options. To compensate for the 20%
percent of the premium paid by the active employee, retirees cover a portion of their
deductible. Retirees 65 and over are enrolled in the HealthPlus MedicarePlus Advantage
Program,

The changes made to healthcare saved over $300,000 last year. We are again receiving
increases in cost of providing this benefit and we will continue to look for opportunities
to reduce the cost of healthcare coverage.

11



Five-Year Forecast

The City Treasurer has submitted financial information to Stauder, Barch & Associates
so they could analyze the data and provide the city with a five-year financial forecast.
The Five-year Forecasts of previous years have clearly indicated that the city’s operating
costs are not sustainable. Over the past four years we have made substantial reductions in
operating costs. These changes have allowed us to balance our budget in previous years
while still providing a high level of service to the public  Although the forecast
demonstrates that without changes the city will end up in a difficult financial position,
through much work and creativity the administration has been able to make substantial
progress in improving the outlook for the General Fund. In comparing the current Five
Year Forecast to previous studies. it is clear that the changes that have been made in
response to the loss in revenue have allowed us to balance the budget over the last few
years. It is also obvious that much work remains to be done to close the gap between
future expenditures and revenue projections. The state legislature has proposed the
reform of the Personal Property Tax (PPT). We are still reviewing this legislation to
understand the impact on our financial future. The fate of the PPT will be determined in
an election tn August 2014,

12



The 2014 Fiscal Year Budget

This budget reflects the concerns and goals of the City Council. Following Board of
Review meetings, the city’s taxable value for the General Fund actually improved,
resulting in an increase in property tax revenue to the General Fund of $34,640.
Although the property tax revenue has marginally increased, the General Fund Revenue
is expected to increase by $56,425. This is the first increase in at least five years. The
budget is presented to the City Council balanced. In order to achieve the balanced budget
several contributions from other funds are necessary. The contribution from other funds
total $525,000 (87,000 less than last year) in revenue sharing/service payments from the
Downtown Development Authority (DDA) and the Local Development Finance
Authority (LDFA). Without these transfers/service payments, the General Fund would
incur a very significant deficit and many reductions would have been necessary.

Fiscal Year 2013 Current Projections

Based upon the actual figures for the first nine months and projections for the remainder
of the year, FY 13 will close with a small surplus in the General Fund. Specifically. a
surplus of approximately $13,000 is anticipated.

Over recent years the General Fund has experienced a decline in revenues. Our General
Fund Property Tax Revenue is about $1,000,000 iess than it was four years ago.

13



Despite this financial loss the city had a number of accomplishments that include:

¢ N. Leroy Resurfacing Project $1,600,000
e Cleaning of Water Plant Lagoon $ 150,000
e Municipal Water Well Repairs $ 35,000
e Increase to Police Overtime $ 60,000
e New Vehicles (two DPW and one Police) $ 73,000
e New Storage Garage for Fire Dept. $ 13,000

e Rescinded the reduction of DPW Personnel that was planned in FY 2012

Fiscal Year 2014 Recommended Budget

By Charter the City of Fenton can levy up to 13 mils for general operating. Currently,
the City levies one millage on its taxpayers and that is for general operating. The 13 mils
have been reduced to 10.6226 by the implementation of the Headlee Amendment to the
State Constitution and Proposal A of 1994. This fiscal year will be the 15™ consecutive
year where the city has not levied additional millage for debt. Our total of 10.6226 mils
continues to represent the lowest millage rate levied by the city since at least 1976.

The budget for FY 2014 was developed using the following assumptions:

s Revenues are calculated based upon a millage rate of .0106226

e Constitutional State Revenue Sharing is calculated according to Michigan
Department of Management and Budget projections
Interest rates will continue to be low

e Services will remain the same or improved through efficiency

14



Revenues

Revenues in the General Fund are expected to show a $56,425 increase in FY 14 from the
cutrent year’s amended budget. This is due mostly to an increase in property tax revenue
and an increase in constitutional revenue sharing:

Total revenues in FY 14 are expected to be $5,108,110.

Expenditures

Budgeted expenditures from the General Fund for FY 14 are expected to be $5,055.035
which is approximately .3% more than last year. Of the $5,055,035 over $714,600 or
approximately 14.1 % of General Fund Expenditures will be transferred to other funds to
subsidize their expenditures.

The significant new expenditures for the coming year are:

e [ocal Street Improvements $300,000
e Library Improvements $100,000
¢ New Vehicles (two DPW) $125,000
¢ Downtown Streetscape Project $4.500,000
e Community & Cultural Center Improvements $1 ,000;000
¢ CDBG Elevator for Community & Cultural Center $64.000

* Design for Silver Lake Rd. Bridge (2015 Project) $15(j,000
¢ Fire Rescue Truck $200,000

15



These projects represent $6,439,000 in civic and infrastructure improvements and the
expected grant funding for these projects is anticipated to be approximately $2,000,000.

In regards to the City’s other funds, all are in good condition. A few of years ago the
city increased the water and sewer rates and that has helped to stabilize those funds.

Both the DDA and the LDFA remain in excellent long-term financial condition. In FY
11 the DDA completed the update of their TIF Plan. The LDFA also updated their TIF
plan in FY11 and extended the life of the district. These new plans will continue to
assist the city in making the proper investments to make the community an attractive
place to do business.

The LDFA is again contributing $50,000 to the Fire Equipment Fund. Several years ago
the General Fund purchased a new ladder truck to assist fighting fires in large buildings
like those in the DDA and LDFA. We need to prepare a replacement fund for the truck
and the contribution will assist in purchasing the new truck when the current one is
placed out of service. The current truck has several years of service left; however,
money for the replacement needs to be funded.

The efforts of these tax increment authorities have again eased the burden on the city’s
budget and the success of their respective mission is vital to the economy in our
community.
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Recommendation

[ am recommending that the City Council maintain the current millage and collect
10.6226 mils for Fiscal Year, 2013. Reasons for this recommendation include:

1. To increase the millage would require an override of the Headlee Rollback,
which can only be accomplished by a vote of the people.

2. The budget as presented reflects the revenue and expenditures to balance the
budget and provide public services.

3. Overall, City services will remain the same, but are offset by DDA and LDFA
financing.

4. Additional technology and possibly changing our work techniques will lead to
financial efficiencies.

Under the provisions of the Charter, the City Council has until the 3™ Monday in May
(May 20, 2013) to adopt the budget for the coming fiscal year. Our budget work session
1s scheduled to take place on Saturday, April 27, 2012 from 9:00 a.m. to 5:00 p.m. in the
Fire Hall Training Room (copy of proposed scheduled is attached). Our current
schedule calls for us to hold our Public Hearing on the budget as well as adopt the

budget at our regular meeting on Monday, May 13, 2013. Calendars for the months of

April and May are provided for your convenience.
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