CITY OF AUBURN HILLS
City Council Workshop

AUBURN HILLS Minutes
September 9 ,201 9

CALL TO ORDER: Mayor McDaniel at 5:33 PM

LOCATION: Admin Conference Room, 1827 N. Squirrel Road, Auburn Hills, Ml 48326
Present: Mayor McDaniel, Council Members Burmeister, Kittle, Knight, Moniz,
Verbeke
Absent: Council Member Hammond

Also Present: City Manager Tanghe, Assistant City Manager Grice, City Attorney
Roberts, City Clerk Pierce, Finance Director/Treasurer Schulz, Deputy Finance
Director/Deputy Treasurer Farmer, Director of Community Development Cohen,
Director of Public Works Melchert, Deputy DPW Director Stahly, Mgr of Municipal
Properties Torres, Mgr of Public Utilities Michling, Fire Chief Taylor, Police Chief Baker,
Recreation Director Hegdal, Director of Authorities Skopek, Mgr of Business
Development Carroll, Senior Program & Volunteer Coordinator Stasyk, Engineer Juidici,
Management Intern Hagge

Ms. Schulz presented the 2019 Amended Budget and the 2020-2024 Projected Budget. She
reviewed the major assumptions and noted the rate increase of 0% for water and 1% for sewer.
She explained that the fund is still healthy and there is no capital budgeted in sewer for the next
couple years. She reviewed the water department projections chart and noted that it assumes a
reduction in the 2019/2020 fixed rate of 3.8% and an increase in actual variable rate of 2.7% with
an overall increase in effective rate of 3%. Given current project and debt obligation outlook, no
increase in customer rates is recommended for 2020. She pointed out that roads can drive water
and sewer projects. She explained that water and sewer rates would be reviewed again next year
to determine the rate increase.

Council discussed the proposed water and sewer rates. It was suggested that funds be budgeted
for software upgrades at DPW which could potentially offset the increased need for manpower.
Mr. Melchert explained that he is satisfied with the efficiencies with in the water and sewer
department. He noted that he is not opposed to looking at software, but manpower would still be
needed for inspections.

Ms. Schulz discussed the slide showing each fund. At the request of a Council Member, Ms.
Schulz pointed out the funds that are approved by boards which include the DDA, TIFA, and
Brownfield Authority.

Ms. Schulz presented the general fund excluding police and fire, then discussed the police and
fire operations and roads. She then presented the impact of an August or November, 2020
election for a road millage.

Ms. Schulz reviewed the slide listing items that are not included in the budget. She explained that
these items remain at status quo. If the City wants to be proactive, it cannot be done with current
funding levels.

Council discussed the previous millages and noted that the general operating millage was not
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intended for the roads as a previous millage to pave the roads was done. Discussion ensued
regarding presenting a Headlee override or millage election to the voters in 2020. Ms. Schulz
showed the impact of additional mills if approved in August, 2020. She noted that an average of
$4 million is needed a year to keep the PASER rating at 6. 2.25 mills accomplishes the average.
She noted that if approved in November, 2020 as opposed to August, 2020, the timing foregoes
the 2021 road revenue and reduces the 2022 fund balance by 17.8%.

Several Council members expressed concern with the timing of an election and suggested that
this be revisited at a later date. It was suggested that other funding options be considered such
as an income tax. It was noted that the business community may not be in favor of an income
tax.

Concern was expressed that road projects would have to be removed from the budget due to the
declining fund balance. Ms. Schulz noted that operating funds are currently being used to cover
the roads.

Attorney Roberts clarified for Council that the State allows for 20 mills, but the City Charter limits
it to 14 mills. If the City wants to increase the limit to above 14 mills, a charter amendment is
required.

Ms. Schulz explained the increase to the average household and business based on various
millage rates. Several Council members expressed support of a headlee override as opposed to
a millage increase.

Mr. Tanghe noted that Council will be holding a workshop session to discuss a potential millage
election on October 7.

The meeting adjourned at 6:57 PM.

Kevin R. McDaniel, Mayor Laura M. Pierce, City Clerk
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2019 AMENDED BUDGET
2020-2024 PROJECTED BUDGET

9.9.2019

NET APPROPRIATIONS {Revenues less Expenses) BY FUND

2019 ORIGINAL 2019 AMENDED NET (INCREASE)DECREASE
GOVERNMENTAL RUNDS BUDGET BUDGET OF APPROPRIATIONS
GENERAL 5 (5,348926)] |3 (767,625 |5 3,581,301
MAJOR ROADS 71,707 17,506 (54,161
LOCALROADS 36353 19,002 (17,351)
METROACT (28,651) (109,560}
WAYNE DISPOSAL 13412 6,500
TREE ORDINANCE (7,670} 122,465
CDBG 728 728
FED DRUG FORFEITURE 0 7,984
STATE DRUG FORFETURE 4,500} (3,504)]
CAPITAL IMPROVEMENT DEBT SERVICE ] [}
CAPITAL PROJECTS 0 (237,212)}
SPECIAL ASSESSMENT DEBT SERVICE (17,108)| (s.063)]
= {5,354,653)| [$ {1,949,139)| |s
PROPRIETARY FUNDS
FIELDSTONE GOLF 5 1809 Is 2307 |5 20,498
SEWER/WATER 3,208036 | o [ 3,619,531 | | [ 411,495
5 3,209,845 |$ 3,641,838 |5 431,993
INTERNAL SERVICE FUNDS
FLEET = 71387m| |3 1,081,154 [$ 367,284
RETIREE HEALTH CARE 193,962 (10, 766) (204,728}
5 907,832] |$ 1,070388] |3 162,556
Total Before Component Units (1,236,976} 2,763,087 4,000,063

COMPONENT UNIT FUNDS

DDA 5 733% ] |3 16| |3 31,295
BROWNFIELD AUTHORITY (38,628 (364,073} (325,445}
ECONOMIC DEVELOPMENT (300} (300) [)
TIFAA (145,355} (1,490,818) (1,385,463}
TIFAB 232,480 371,288 138,804
TIFAD 57,761 498326 440,565
Component Unit Total S 185358 § (874,886) S (1,060,244
Grand Total s {1,051,618] s 1,888,201 s 2,939,819

9/18/2019
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2019 Amendment questions

MAJOR ASSUMPTIONS:

* GENERAL FUND ROADS TRANSFERS 2019-2024 TOTAL $26.4 MILLION.
SAD REVENUE WEST ENTRANCE AND ATLANTIC BLVD. $1.6 MILLION 2020-2024

¢ GENERAL FUND TRANSFERS OVER ARC TO RHC INTERNAL SERVICE FUND:
$1 MILLION 2019 ($750,000 ORIGINAL BUDGET) & 2020, $500K 2021-2022

+ GENERAL FUND TRANSFERS OVER ARC TO PENSION TRUST FUND: $500K 2019-2022

* PPTREIMBURSEMENT $1.6 MILLION IN 2019 ($1.9M ORIGINAL BUDGET)
$1.3 MILLION IN 2020 TO $650K IN 2021.

¢ 12% INCREASE IN ACT 51 FUNDS 2019, 2020 UP 8.7%
¢ RESERVE POOL FOR POTENTIAL AFSCME ADJUSTMENTS REFELCTED IN GENERAL ADMIN

+ ADMIN 2% COLA AND A PERFORMANCE/WAGE POOLADJUSTMENTS ARE REFLECTED IN
GENERAL ADMIN (details on subsequent slide)

ANUARY 2020 RATE INCREASE FOR WATER 0% AND SEWER 17

9/18/2019
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WATER/SEWER FUND
2019 2019
2018 ORIGINAL AMENDED 2020 2021 2022 2023 2024
ACTUAL BUDGET BUDGET BUDGET PROJECTION PROJECTION PROJECTION PROJECTION
[ESTIMATED CASH POSITION
i Cashand | $27,208,104 $29,444,341 $29,444,341 $32,713,872 $33,449,389 $35,746,898 $37,728,451 $ 38,565,241
Projected Changein Cash $ 2,236,237 $ 2,858,036 $ 3,269,531 $ 735517 $ 2,297,509 $ 1,981,553 $ 836,790 $ 1,432,533
ENDING CASH AND INVESTMENTS ~ $ 29,444,341  $ 32,302,377 $32,713,872 $33,449,389 $35,746,898 $37,728,451 $38,565,241 $ 39,997,774
Increase from Prior Year 9.71% " 11.10% 2.25% 6.87% 5.54% 2.22% 3.71%)

Includes the following sewer cash outlays in each year as indicated over and above established debt obligations:

ddi | assigned debt pay related to OMID $100,000.00 $100,000.00 $100,000.00 $ 100,000.00 $ 100,000.00
A potential prepayment opportunity for new CRWRRF assigned debt $920,000.00
A potential prepayment opportunity for new EFSDS assigned debt $240,000.00
5
'WATER DEPARTMENT PROJECTIONS 0% rate increase 2020
2019-2024 1/2% rate increase 2021
1.5% rate increase 2022
47,000,000 2% rate increase 2023-2024
$6,000,000 — —
45,000,000
$4,000,000
$3,000,000
$2,000,000
$1,000,000
s
2019 ORIGINAL 2019 PROJECTED 2020 REQUESTED 2021 PROJECTION 2022 PROJECTION 2023 PROJECTION 2024 PROJECTION
I NET WATER SERVICE REVENUE OTHER REVENUES (NO CONTRIB. CAPITAL) N CAPITAL OUTLAY 1% OTHER EXPENSES
Assumes a reduction in the 2019/2020 fixed rate of 3.8% and an increase in actual variable rate of 2.7% with an overall increase in effective rate of 3%.
Given current project and debt obligation outlook, no i in ratesisr ded for 2020. 6

9/18/2019
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SEWER DEPARTMENT PROJECTIONS 1.0% Rate increase 2020
1.5% Rate increaes2021
2013:2023 2.0% Rate increase 2022-2024
45,000,000
$4,500,000
$4,000,000
$3,500,000
$3,000,000
$2,500,000
$2,000,000
$1,500,000
$1,000,000
$500,000
$-
2019 ORIGINAL 2019 PROJECTED 2020 REQUESTED 2021 PROJECTION 2022 PROJECTION 2023 PROJECTION 2024 PROJECTION
W NET SEWER SERVICE REVENUE | OTHER REVENUES (NO CONTRIB. CAPITAL) B CAPITAL OUTLAY 12 OTHER EXPENSES
Anticipated Clinton Oakland Sewage Disposal i of .08% and rgr i Sewage Disposal rate increase 3.5%

Considers an additional $100K in Debt for OMID assighments 2020-2024, prepayment of $240K in new EFSDS debt, and prepayment of $920K in new 2021 CRWRRF debt.

City of Auburn Hills
2019-2024 Projections

Water/Sewer Fund
$25,000,000
The red line represents Utility Bill Revenue
$20,000,000
$15,000,000
$10,000,000
$5,000,000
&
Original Amended Budget Projection Projection Projection Projection
2019 2019 2020 2021 2022 2023 2024
s Cost to City for Water/Sewer = Capital Projects s Interfund/Admin Charges = Anticipated Debt Service
W Other Costs ammUtility Billing Revenues @Il Water/Sewer Fund Revenue

8
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