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CiTy OF MANCHESTER

912 CITY ROAD P.O. BOX 485
MANCHESTER, M| 48158

(734) 428-7877 FAX: (734) 428-1877
WWW.CITY-MANCHESTER.ORG

AMENDED ON MAY 7, 2024
April 15, 2024

Mayor Patricia K. Vailliencourt, City Council Members, and Manchester Residents
City of Manchester

Dear Honorable Mayor, City Council, and Manchester Residents:

This document contains the Fiscal Year 2024 — 2025 Budget for the City of Manchester. As you'll see from
the budget prepared, we have considered the desires of the Manchester City Council, the constraints of the
economy, and blended those with goals and long-term objectives to allow for an emphasis to be placed on
infrastructure improvements, while providing municipal resources and services to our residents. The budget
before you is a continuation of the municipality’s goal of maintaining fund balances, while also executing
Capital Improvement Plans (CIP) that have been planned and updated on a yearly basis to allow for the
municipality to be active to the infrastructure needs of the community.

This year, the City administration is requesting appropriations of $4,903,329.00 to provide for City
services— $1,671,715.00 for the General Fund and a combined $3,231,614.00 for other City funds. In
addition to this, we are estimating General Fund revenues of $1,538,867.00. Other City revenues are
estimated at $2,763,820.00 for a total estimate of revenues of $4,226,862.00 for all City funds combined.
These numbers include transfers between various funds that are treated as revenues and expenditures.

Budget Process

To begin the budget process, the City Manager and the City Administration met to discuss priorities in
January. Those priorities were then put together into the budget. This budget allows for current operations
to continue with many capital projects that have been planned for the past several years being executed.

General Fund Revenues

The three (3) major revenue sources in the General Fund are property taxes, revenue sharing, and personal
property tax reimbursement from the State of Michigan. All three (3) of these revenue sources are
increasing this next fiscal year. Another source of revenue that is increasing quite a bit is interest on our
cash at the bank. We are currently seeing interest rates in our Insured Cash Sweep (ICS) around 5.15 percent.
This has increased our interest income in the General Fund from an estimated $1,185.00 a year to nearly
$192,000.00 a year for all funds combined. It is anticipated that 2024 will be the year for a cooling of interest
rates, although, we have not seen that yet. We continue to budget for this interest income.

Funds from state revenue sharing are distributions of sales tax collected by the State of Michigan to support
the general operations of Cities, Townships, and Villages. This type of distribution started happeningin 1971



Pg. 2
Letter to Honorable Mayor and City Council Introducing Fiscal Year 2024 — 2025 Budget

when the State Legislature passed the State Revenue Sharing Act (Public Act 140 of 1971), which essentially
took away individual sales tax that local units of government could levy on consumers in their respective
jurisdictions by creating a uniformed sales tax that is levied to consumers on an equal footing throughout
the state. These funds are dedicated revenues outlined by the State Constitution which dictates that 15%
of the 4% gross collections of the state sales tax be given back to local units of government each year. These
tax revenues are distributed each February, April, June, October, and December based on statewide tax
collections. The Governor’s Economic Vitality Incentive Program (EVIP) replaced part of the way that these
funds are distributed starting in 2010. The State Legislature decided in 2014 that EVIP would be replaced
with the City, Village, and Township Revenue Sharing (CVTRS) Program, which is a simplified version of EVIP.

When EVIP was created, it was created to encourage communities to “do more with less.” Under EVIP and
now CVTRS, local units of government receive 66.7 percent of their statutory revenue sharing if they
produce a citizen’s guide to municipal finances and a performance dashboard. The City has successfully met
the criteria set forth by the former EVIP program, along with the current CYTRS program as the City submits
the required citizen’s guide to municipal finances and performance dashboard to the Michigan Department
of Treasury annually.

As for property taxes, we are estimating income of $826,248.00 — an increase of $57,448.00 from last year’s
estimated amount of $768,800.00. This is an increase of 6.95 percent. This is positive news, although, much
of the increase was related to the inflation being above five (5) percent with some uncapping of properties
from property sales this past year. This was the second year in a roll where five (5) percent increases were
observed on properties due to the rate of inflation being greater than five (5) percent.

The following shows the taxable property valuation of the City dating back to 2010 which illustrates such
decline:

2010
Real & Personal Values — 67,640,895; IFT Values — 2,307,514 Total 69,948,409

2011
Real & Personal Values — 63,595,262; IFT Values — 2,457,550 Total 66,052,812
5.57 percent decrease from 2010

2012
Real & Personal Values — 59,856,254; IFT Values — 2,515,575 Total 62,368,829
5.58 percent decrease from 2011

2013
Real & Personal Values — 60,055,799; IFT Values — 2,349,325 Total 62,405,124
0.06 percent increase from 2012

2014
Real & Personal Values —61,849,365; IFT Values — 2,367,925 Total 64,217,290
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2.90 percent increase from 2013

2015
Real & Personal Values — 63,074,218; IFT Values — 2,241,575 Total 65,315,793
1.71 percent increase from 2014

2016
Real & Personal Values — 59,466,156; IFT Values — 2,353,374, Total 61,819,531
5.35 percent decrease from 2015

2017
Real & Personal Values — 60,571,597; {FT Values — 2,008,700; Total 62,580,297
1.23 percent increase from 2016

2018
Real & Personal Values —61,298,349; IFT Values — 1,719,625; Total 63,017,974
0.70 percent increase from 2017

2019
Real & Personal Values —62,981,912; IFT Values — 1,351,945; Total 64,333,862
2.09 percent increase from 2018

2020
Real & Personal Values — 65,791,338; IFT Values — 1,342,122; Total 67,133,460
4.35 percent increase from 2019

2021
Real & Personal Values —68,121,113; IFT Values — 1,159,260 Total 69,280,373
3.20 percent increase from 2020

2022
Real & Personal Values —72,431,471; IFT Values — 554,225; Total 72,985,696
5.35 percent increase from 2021

2023
Real & Personal Values — 77,783,364; IFT Values — 336,000; Total 78,119,364
7.03 percent increase from 2022

2024
“Real & Personal Values —84,001,611; IFT Values — 672,000; Total 84,673,611
7.74 percent increase from 2023
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The Michigan Municipal League (MML) estimated in 2017 that it’ll take communities at least 30 years to
recover the lost taxable value from 2010 to 2017. The City of Manchester was able to recover quicker than
other communities due to the overall market in Washtenaw County and new housing. Although, we all
should be skeptics on how the current economy is doing mixed in with where the economy could be headed.
We can lose the taxable fast if there is an economic downturn. The reason for this has to do with the Headlee
Amendment (rolls back the amount of mills a community can levy for property taxes) and Proposal A (caps
the increase in taxable value of a piece of property to one [1] percent or less each year). If you put Proposal
Ain the prospective of the CPl increase from last year, you'll find that municipal revenue will never be able
to compete with the rise in goods and services. This is alarming, but at least the Manchester City Council
has allowed for the tide to change with the encouragement of development, such development that should
result in new houses being built in the next few years.

As for the last large piece of revenue to the General Fund, which is Personal Property Tax Reimbursement,
we budget for 100 percent of the assumed return, which is budgeted at $103,000.00. We normally bring in
double of that, which is around $200,000.00. We have done the same, yet again, and will be counting on
only, what we assume, is 100 percent of the reimbursement, Anything above will help the City of
Manchester increase fund balance at the end of the fiscal year.

General Fund Expenditures

General Fund expenditures have been broken down by each department / category based on what the core
expenditure will be used for. You'll find that there are expenditures relating to personnel, general
operations, contractual services, debt service, and transfers out. Personnel costs consist of wages, employer
taxes, pension, health insurance / life insurance, and workers compensation insurance. A personnel wage
increase is being recommended in this budget that is five (5) percent, to ensure that we remain competitive
with both private business and municipal government.

For this fiscal year, we budgeted in the City Council Department for $40,000.00 for “Post Cityhood
Expenses”. In the proposed budget, we have gone ahead and created Departments for Elections and

Assessing that have their own budgets now. This is due to the approval of the City Charter and the fact that
we have converted our form of government to a City.

in the General Government Department, we’ve budgeted $332,000.00 for Capital Asset Expenditures. These
expenditures include:

» Paving of Parking Lot at Adrian Street Lot: $150,000.00
e Roof for Garage Area of City Hall: $114,280.00
¢ Architectural Drawings for Senior Citizen / Community Space at City Hall: $20,000.00

These capital expenditures are slated to be funded 100 percent by the General Fund with no funds coming
over from the Public Improvement Fund.
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Police service costs continue to increase and are increasing from $177,290.00 for a Public Safety Unit (PSU)
for calendar year 2023 to $184,825.00 for a PSU for calendar year 2024. This means an overall increase of
$21,525.00 for the fiscal year. The sustainability of funding police services at around $563,175.00 is
something that may soon or later hit a tipping point. For comparison, the City of Manchester was paying
$465,188.00 for police services in Fiscal Year 2020 — 2021. This increase is $97,987.00 a year in only five (5)
years. This cost, though, is lower than what our neighbor to the south — Village of Clinton — will be paying
for police services this next fiscal year. They are projected to spend $630,870.00. It's important to continue
to keep this cost in perspective as we move forward.

There is no transfers out from the General Fund that have been budgeted.
Major, Local, and Municipal Streets Funds

We are anticipating increases in revenue for our Major and Local Street Funds. Revenue streams for these
funds come from gas and weight taxes that are distributed to local units of government for road repairs.
These funding numbers are calculated by the Michigan Department of Treasury based upon the number of
gallons of gas sold during a given period of time. The Municipal Street Fund gains revenue by the millage
that is assessed.

We have built up very good fund balances for these funds. We currently have the following cash fund
balances built up in each fund as of April 15, 2024:

Major Streets: $365,535.50
Local Streets: $35,706.54
Municipal Streets:  $464,241.47

Total: $865,483.51 (For comparison, on May 1, 2023, we had $904,613.72 available)

With the cash fund balances around $865,483.51 we are well positioned to continue to do street paving
projects that have beneficial impact on our residents. The City Council previously approved $269,955.00
worth of street paving for Fiscal Year 2024 — 2025. We are anticipating doing $365,260.00 worth of street
paving in Fiscal Year 2025 — 2026, though, we hope to augment that number by receiving state funding from
the Category B Grant that is offered by the Michigan Department of Transportation (MDOT), as we will be
recommending that the City Council authorized a grant application for that funding in June 2024,

Fire Fund

We are recommending the creation of a Fire Fund that'll capture the property taxes from the millage that
we are recommending for fire coverage. The millage is 0.7976 mills, which is the same as we are paying now
for fire coverage. This will generate $62,000.00 a year for fire coverage. We are anticipating the contract
cost to be around that same amount, although, we do not have a concrete number on this until the Division
of Assets conversation is finished. At any rate, we expect to start paying Manchester Township at some
point for fire coverage and we need to raise revenue through a millage to do so.
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't should be noted that we have decided to segregate this revenue from the General Fund for a few reasons.
The first reason is that this allows for this revenue to collect interest on its own using its own fund. The
second reason is that it’ll allow us to keep the funds segregated and tracked separately, so that we can
identify the revenue that we are bringing against what we are paying out. This idea will also allow us to
study the millage rate in succeeding years to understand the true millage that we need to levy, as it’s likely
that this fund will have a positive fund balance through interest income collected and the amount of millage
revenue received.

UPDATE: It's being discussed to use the division of assets money to help pay down the cost of the fire
contract for the next 20 years and not assess 1.7 mills like we originally proposed. This decision will come
before the City Council when we enact the millage rate. The goal is to save resident’s money on their taxes
by doing this and using the division of asset money for such.

Parks & Recreation Fund

The Parks & Recreation Fund will see property tax revenue gains of around $64,900.00 due to millage
dollars. There is also revenue expected from personal property tax reimbursement of around $8,000.00.

As for expenditures, nothing large is being planned out of the Parks & Recreation Fund currently. All
expenditures are operations of the Parks & Recreation Fund, which is mostly park maintenance. The focus
moving forward will be in succeeding budgets dealing with paving of the parking lots at each park. It is
budgeted to pave Carr Park with General Fund dollars in Fiscal Year 2025 — 2026.

The excess revenue for the Parks & Recreation Fund is figured to be $22,845.00 for the fiscal year.

Public Improvement Fund

The cash fund balance of the Public Improvement Fund is currently $1,260,466.87 with an additional
$14,000.00 expected to be added to it by the end of the fiscal year bringing this total up to $1,274,466.87.
The fund is geared to increase by $34,175.00 in Fiscal Year 2024 — 2025 due to interest accrued from the
checking account in the next year. There are no transfers planned out of this fund. The expected ending
fund balance for this fund at the end Fiscal Year 2024 — 2025 is $1,308,641.87 based on the expected
revenue that will be received the rest of this fiscal year and the revenue expected in Fiscal Year 2024 —2025.

Downtown Development Authority

The City of Manchester’s Downtown Development Authority (DDA) will have a positive tax capture for the
third consecutive year. There are no funds placed in the appropriations side of this budget, as no clear
projects have been identified at this from the DDA Fund. When those projects are identified, budget
amendments will occur to take care of those projects.



Pg. 7
Letter to Honorable Mayor and City Council Introducing Fiscal Year 2024 — 2025 Budget

Although, it is expected that we will have expenses with the DDA this fiscal year, as the DDA has recently
become engaged with the Michigan Main Street Center. Expenses will be incurred as the DDA continues to
explore this path.

Sewer Fund

A six (6) percent increase is being projected for the next fiscal year for the Sewer Fund. This will increase the
sewer rates in the following way:

Current Rate Proposed New Rate
Sewer Willingness to Serve (WTS):  $23.66 $25.08
Sewer Consumption: $5.17 $5.48

These rates help to fund the new Sewer Capital Improvement Plan (CIP) that has been drafted. The CIP takes
into account debt payments and infrastructure improvements for the next 20 years. It should be noted that
the sewer rates fund the CIP at $71,585.64 a year with a withdrawal for the CIP for the next fiscal year of
$122,000.00. The rest of the expenses are operational expenses.

There are a few projects budgeted for Fiscal Year 2024 — 2025 out of the Sewer Fund. Those include an
SCADA at the Riverside Lift Station {previously approved in October 2023, however, this is a holdover project
from then), cure-in-place piping that totals $40,000.00, and impeller upgrades at the Wastewater Treatment
Plant that was approved earlier in Fiscal Year 2023 — 2024, but won’t accur until the next fiscal year.

The contract for Bridgewater Township expires at the end of the calendar year, as we only engaged with
Bridgewater Township for one (1) year. As the fiscal year moves on, we will continue to explore our
relationship with Bridgewater Township.

we've included a spreadsheet in your packet that details sewer rate increases for the next nine (9) years.
The spreadsheet calls for six (6) percent increase the next four (4) years, a five (5) percent increase the next
three (3) years, and then finally a four (4} percent increase for a year that then ends at a three (3) percent
increase for the last two (2) years.

It should be noted that all of this could change if the City of Manchester is successful in receiving an earmark
from the federal government for the Lift Station, Force Main, and EQ Tank project. The federal government
would then require a 20 percent match ($1.2 million doliars) to be put up for that project. This is not factored
into any of the rates and would need to be if the earmark Is received and accepted.

Water Fund

A six (6) percent increase is being projected for the next fiscal year for the Water Fund. This will increase
the water rates in the following way:
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Current Rate Proposed New Rate
Water Willingness to Serve (WTS): $9.61 510.19
Water Consumption: 54.04 $4.28

These rates help to fund the new Water CIP that has been drafted. The CIP takes into account debt payments
and infrastructure improvements for the next 20 years. It should be noted that the water rates fund the CIP
at $46,604.40 a year with a withdrawal for the CIP for the next fiscal year of $48,000.00. The rest of the
expenses are operational expenses.

There are a two (2) projects budgeted for Fiscal Year 2024 — 2025 out of the Water Fund. Those include
fencing around new Variable Frequency Devices (VFD) for the Galloway Booster Station and $20,000.00 for
various distribution system upgrades that may need to occur but are not known at this time. The $20,000.00
is within the CIP. Lead line replacement is not factored into the CIP and is instead, factored into the operating
costs, and it’s our plfan to exhaust the $300,000.00 earmark that we received for this improvement, first,
before we utilize operating costs for lead line replacement.

We've included a spreadsheet in your packet that details sewer rate increases for the next six (6) years. The
spreadsheet calls for six {6) percent increase the next six (6) years.

Water and Sewer Rate Calculation

With the new proposed water and sewer rates, it is expected that the following changes will occur to the
monthly utility bill at 1,000 gallons of usage:

Current Bill New Bill Difference
Refuse: $12.67 $12.67 (-
Sewer WTS: $23.66 $25.08 $1.42
Sewer Consumption: $5.17 55.48 $0.31
Water WTS 59.61 $10.19 50.58
Water Consumption: $4.04 $4.28 50.24
Total: $55.15 $57.70 $2.55
Cost Per Year: $661.80 $692.40 $30.60

Cost of a utility bill for 4,000 gallons of usage a month (average usage for a family of four [4]}):
Current Bill New Bill Difference

Refuse: $12.67 $12.67 -0-
Sewer WTS: $23.66 $25.08 $1.42
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Sewer Consumption: $20.68 $21.92 $1.24
Water WTS 59.61 $10.19 $0.58
Water Consumption: $16.16 §17.12 50.96
Total: $82.78 $86.98 $4.20
Cost Per Year: $993.36 $1,043.76 $50.40
Equipment Fund

The Equipment Fund is expected to bring in $167,450.00 in revenue for the next fiscal year, while expending
$337,233.00 for an excess of expenditure of $169,783.00. Operational costs are budgeted for durlng the
fiscal year, although the major expenses that have been budgeted are the following:

e  Dump Truck (previously approved in 2022): $160,718.00
o Skid Streer: $52,000.00

It should be noted that the Equipment Fund has $674,937.92 in cash balance today. We expect that to
increase dip down during Fiscal Year 2024 — 2025 due to these two (2) expenditures. We wrote in last year’s
letter that we anticipated this dip this for this fiscal year due to the Dump Truck purchase, and at the time,
the replacement of the leaf vac. We've pushed the replacement of the leaf vac out for several years and
would like to replace the Skid Steer, which is more of an everyday piece of equipment, and the current Skid
Steer is aging (20 years old) and we are starting to experience issues with it. We expect to rebound in Fiscal
Year 2025 — 2026, as we are not anticipating any equipment purchases during that fiscal year.

Unfunded Projects
Currently, we have not funded three (3) projects with this budget. The three (3) projects are the following:
e Parking Lots: There are three (3) additional parking lots that need attention. They are at Chi-Bro Park,
Carr Park, and Kirk Park. The plan is to repave the parking lot at Carr Park during Fiscal Year 2025 —

2026, Kirk Park during Fiscal Year 2026 — 2027, and Chi-Bro Park during Fiscal Year 2027 — 2028.

¢ Retaining Wall on Hibbard Street: There is a need to repair the retaining wall on Hibbard Street by
the Manchester Manor. Information is being obtained about how to repair the wall.

o Chipping of Paint of Main Street Bridge: We have received an estimate of $100,000.00 to repaint the
Main Street Bridge. Currently, we do not feel that is feasible.

¢ Railing of City Hall: We continue to run into issues with getting the railing at City Hall painted, We've
had another contractor in to review the project and has decided not to paint the railing as they feel
it is too close to the river. The river continues to create obstacles for this project.
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Conclusion

It has been a labor of love to continue to work with the City’s various department heads on the creation of
this budget. It's tough to count the many hours that have gone into the creation of this budget; however,
throughout the hours spent on this budget, careful consideration has been put into the numbers presented
and what can realistically be provided to our residents with our limited resources.

| applaud City staff (or Team Manchester as | like to call them) for the attention to detail that they have
given in presenting these numbers and ideas. | would also like to applaud the Honorable Mayor and City
Council members for the foresight that you have provided me throughout the past year in crafting this

budget.

To close, I thank you in advance for your consideration of this budget and your contributions to the success
of the City of Manchester.

Sincerely,
43

Miéhfé | S. Sessions
City Manager
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