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April 6, 2015       
 
Honorable Mayor and City Council 
City of Northville 
 
Transmitted herewith is the proposed FY2016 City of Northville Annual Budget.  The proposed budget is part of a five year plan 
which projects the current year budget and forecasts future revenues and expenditures three years beyond the proposed fiscal year.  By 
utilizing the five year model, the City is able to effectively manage resources to balance operations and capital needs.  A tradition has 
been established to submit a balanced and realistic budget within the goals, objectives and priorities established by the City Council.  
This year is no exception.   
 
2015-16 Budget Highlights 
The “Summary – All City Funds – Expenditures” (page I-16) shows the level of activity of the City’s 17 fund categories in relation to 
each other.  The three largest funds are the General Fund (41.0%), Water & Sewer Fund (20.4%) and the Fire Equipment Replacement 
Fund (7.7%).   
 
Budget Committee:  In June 2010, a twenty-four member Budget Committee was appointed by City Council.  The Budget 
Committee met eight times over a three month period analyzing all aspects of the City’s revenues and expenditures.  The City will 
continue to utilize the Budget Committee recommendations going forth in the FY16 through FY19 budgets where appropriate. 
 
Personnel Costs:   
Staffing Levels:  The full time staffing was increased from 40 to 41 this year.  The Senior Coordinator position was changed from 
part-time to full-time. Since 2005, full-time staffing has been reduced by 31% while maintaining high service levels.  No further full 
time staffing changes are anticipated in the FY2016 budget. 
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Healthcare Costs:  A City is a service-oriented organization.  Personnel costs are, therefore, the largest category of expenditure.   
One of the largest components of personnel costs is providing healthcare for both active employees and retirees.  There are several 
significant legislative items which impact health care costs.   
 
On January 1, 2016, the Patient Protection and the Affordable Care Act will require the City of Northville to offer health insurance to 
all full-time employees.  This Act also changed the definition of a full-time employee to those working an average of at least thirty 
hours per week.  It is expected that a handful of part time employees may be considered full time for purposes of health care.  Later 
this year, Staff will begin investigating the health care options to offer this group of employees.  Since the cost of these plans is 
unknown at this time, they are not included in the budget as a fringe benefit cost.  The costs will have to come out of the contingency 
of the funds affected (General Fund and Parks & Recreation Fund). 
 
The flexibility to allow the City to change insurance plans on an annual basis was achieved from all four bargaining units with the 
recent negotiations.  This will enable the City to change providers or plans which is in the best interest of the City financially, while 
still providing comparable benefits.  The current plan will be compared to other options annually.  This will occur in early Fall for 
calendar year 2016. 
 
The State of Michigan Publicly Funded Health Insurance Contribution Act (Act) was designed to limit the amount of public funds that 
may be utilized for employee healthcare costs. Each public employer was provided several options when determining the impact of the 
Act on the employees within that unit of government. Those compliance options included:  1) the Hard Cap, 2) 80/20 cost-sharing 
model, 3) Opt-out.     
 
For the third year, City Council unanimously adopted the opt-out option which allows the City to phase in the 80/20 or 65/35 cost 
sharing over a 3 year period.   This option limits the amount a public employer may contribute towards “the total annual costs” of an 
employee’s healthcare costs by limiting the employer portion to 80% of the cost of premiums paid and the remaining 20% paid by the 
employee. Total annual costs include all annual costs related to health care coverage including payments for reimbursements of co-
pays and deductibles, and payments into health savings accounts, flexible spending accounts, or other similar accounts used for 
healthcare costs.  It excludes dental and vision premiums. For 2016, all group’s cost-sharing will be fully phased in. 
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In 2013, the average premium contribution by the employees was approximately 10%.  Doubling that contribution to 20% would have 
a significant economic impact on the affected employees.  This change did not become applicable to the bargaining unit employees 
until implemented into the new labor contracts which were settled in 2013.  The following premium contribution phase-in for eligible 
employees was established:  
 

January 1, Non Union 
BCN HMO 

Union 
 BCN HMO 

Non Union 
BCBS PPO 

Union 
BCBS PPO 

2013 13% Per 2008-11 contract 17% Per 2008-11 contract 
2014 17% 13% 26% 17% 
2015 20% 17% 35% 26% 
2016 20% 20% 35% 35% 

 
Pension Plan: In 1997, the City began closing the defined benefit pension plans and new employees participate in a defined 
contribution plan, which is similar to a 401(k).  In the long-term, this will have significant cost savings for the City.  In the short term, 
City contributions to the pension plan are rapidly escalating because in a closed plan the amortization period becomes shorter each 
year and there are no new employees paying into the system.   
 
In 2012, MERS began offering an alternative funding method which smoothes out the large spike in closed defined benefit pension 
plans.  This new method is referred to as Option B.  As of July 1, 2013, the City switched to MERS’ Option B.  This conversion 
lowers the contributions in the short-term.  As of December 2013, the unfunded pension liability was $8 million and the plan was 58% 
funded.  For comparison, the plan was 76% funded in 2000.  Per MERS in 2014, this downward trend in funding level was expected 
for the next five years.  Therefore, beginning in FY2014, the City began making additional contributions to the plan in an attempt to 
stop this downward trend.  5.5% of wages were charged as a fringe benefit cost to fund these additional contributions.  There is also an 
additional $200,000 budgeted in the General Fund specifically for pension and/or OPEB contributions. Staff is proactively trying to 
reduce this long-term liability. There are 15 active members, 9 vested former members, and 62 retirees and beneficiaries in the plan. 
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Post Retirement Healthcare Benefits: Addressing the liability for post retirement health care commitments is a major concern for 
municipalities.  As of June 30, 2014, the total liability for retiree healthcare was approximately $19.3 million.  Although not required, 
$6.9 million has been set aside in a trust account towards that liability.  There are currently 52 retirees and 32 eligible actives in the 
post retirement health care plan.  This plan is closed to new participants.  New hires after July 1, 2008 are no longer eligible for post 
retirement health care and instead are enrolled in a Health Care Savings Plans (HCSP).  Unlike post retiree health care which is paid 
after the employee retires, contributions into the HCSP are made bi-weekly during the active’s working life. 
 
All post-65 retirees and their spouses were moved to the United American healthcare plan over the past two years.  This provided 
improved benefits and significantly lower costs (66% savings).  This change not only assists with short-term cost savings but lowers 
the total long-term liability for retiree healthcare.  In just two years, this change reduced the total liability from $32.6 million to $19.3 
million.  The plan is 36% funded.  Beginning in FY2014, the City began charging 5.5% of wages as a fringe benefit cost to fund 
additional contributions to increase the funded percentage.  In addition, as previously noted in the pension section, there is an 
additional $200,000 budgeted in the General Fund specifically for pension and/or OPEB contributions. Staff is proactively trying to 
reduce this long-term liability. 
 
General Fund:  The FY2016 General Fund budget has been balanced without the use of fund balance and is summarized as follows: 
 
Property Taxes: The primary source of General Fund revenue is property taxes at 68.5% of total revenue.  Property tax revenue is 
impacted most significantly by the annual inflation rate used in determining Taxable Value.  Each October, the Michigan Department 
of Treasury announces the Inflation Rate Multiplier (IRM) that is applied by each municipality.  For 2015, the IRM was an increase of 
1.6%.  For comparison, the IRM for 2014 was an increase of 1.6%. 
 
As shown on page X-10, the Taxable Value of the City, net of DDA, increased 4.48% from March 2014 to March 2015.  The 2015 
Taxable Value, confirmed by the March Board of Review, is $329,837,138 (net of $24,506,630 in DDA tax capture).  At the end of 
the 2015 March Board of Review, the total State Equalized (Assessed) Value of all property exceeds Taxable Value by 20.06%, up 
from 14.98% the prior year.  $9 million of the $15 million taxable value increase was due to new construction. 
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 A long-term issue on the horizon continues to be the erosion of the Headlee Limitation.  The concern is the manner in which 
uncappings are combined with Proposal A and the General Property Tax Act.  The result is that only Headlee rollbacks occur (or, in 
some cases, there is no change).  Previously, Headlee was self-adjusting whereby the limitation could also increase (roll up). This roll 
up would have occurred every year from the 2008 thru the 2013 tax years under the old system.   
 
Another long-term concern is that the City of Northville may reach the Headlee limitation within the next five to ten years.  The 2015 
tax roll has a rollback factor of 0.9956.  This reduced the maximum millage rate from 14.1826 to 14.0804.  Monitoring this issue will 
continue to be a high priority.  The analysis on page X-18 demonstrates how the City’s level of unlevied millage would be at 5.8460 
mills rather than 0.4940 if the Headlee Amendment had not been modified by enacting legislation for Proposal A.   
 
Tax year 2015 will be the second year of the small business exemption for personal property with taxable values of less than $40,000.  
The total loss in revenue is estimated at $54,500.  The loss is allocated among three funds:  General Fund ($20,000), Street, Drainage 
& Sidewalk Improvement Fund $2,500, and the Downtown Development Authority ($32,000).  
 
Public Act 93 of 2014 allows reimbursement to municipalities for the loss in personal property tax revenue and provide for a more 
stable reimbursement mechanism. The statewide ballot initiative which allows for the funding mechanism for the reimbursements was 
approved by voters in August 2014.  Reimbursements will begin in 2016 (FY2017).  Therefore, no reimbursements are budgeted for 
this fiscal year. 
 
Administration proposes to keep the combined City millage rate at 13.5864 mills, exactly the same as the prior four years.  With the 
taxable value increase, this will provide an additional $203,888 in general operating tax revenue.  $200,000 of that increase is 
dedicated to additional pension and OPEB contributions.  

State Shared Revenue: Historically, State Shared Revenue was comprised of two components: Constitutional and Statutory.  
Constitutional State Shared Revenue is budgeted based upon 2010 Census data and distribution rates received from the State of 
Michigan in March 2015.  The State of Michigan Legislature enacted the current formula for allocating state shared sales tax revenue 
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in December 1998.  Total FY2016 constitutional revenue sharing is budgeted at $477,774, an increase of 3.1% from the prior year.  
This portion continues to be a stable revenue source for the City. 

Three years ago, the statutory portion was eliminated and was replaced with an Economic Vitality Incentive Program (EVIP).  Last 
year a new simpler version was established by the Legislature known as the City, Village, Township Revenue Sharing (CVTRS).  To 
qualify this year, eligible municipalities must meet best practices in the category of accountability and transparency which includes 
publishing a Citizen’s Guide, a Performance Dashboard, a Debt Service Report, and a Projected Budget Report.  All four of these 
reports are available on the City’s website.  The categories of service consolidation and an unfunded accrued liability plan have been 
eliminated. Total FY2016 budgeted revenue sharing from EVIP is $64,960.  Over the past 12 years, the City has lost $1.75 million in 
revenue sharing as shown in the chart below.  
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Fire Services: Since January 1, 2012, the City of Northville has been providing professional fire prevention, fire suppression and 
emergency medical services to the City of Plymouth.  Costs are reimbursed by the City of Plymouth based upon a pro-rata share of 
runs in the prior calendar year, which is 58% for FY2016.  It is projected that the revenue generated by this arrangement will be 
approximately $513,000 for operations and $128,000 for equipment reserves.   
 
Other Revenue: The most significant external revenue source in this category is cell tower revenue.  The City has leases with several 
cellular providers which allows placement of their equipment at the City DPW yard and atop the water tower.  Beginning with 
FY2013, per the Citizen’s Budget Committee recommendation, that revenue was redirected to the General Fund rather than the Water 
and Sewer and Equipment Funds. However, in the past few years several of the cellular providers have terminated their contracts with 
the City.  This revenue source is at risk of further reductions as providers are finding less expensive options to place their equipment. 
 
Interest from Investments:  The City utilizes an active rather than passive investment strategy which has increased the overall yield in 
previous years.  However, the state and national economy has had a dramatic impact on interest rates.  The yield on the City’s 
investment portfolio continues to decline and is currently at less than 0.4%, down from a high of approximately 5% in 2008.  In 
FY2008, the General Fund alone generated approximately $206,000 in interest revenue, net of bank fees.  For FY2016, only $4,000 is 
projected, which is a 98% decrease.  Although the economy and the banking industry’s strength have improved, interest rates have 
not. 
 
Shared Services Contribution:   The General Fund contributes to shared services per an agreement the City has entered into with the 
Charter Township of Northville as a financial partner.  Shared Services include Parks & Recreation, Senior Adult Services, and 
Northville Youth Assistance.  Northville Public Schools is a third partner to these agreements as they provide facility space for a 
portion of the activities.  The latest amendment to the cost-sharing formula portion of the agreement, between the City and the 
Township, was in May 1999.  The City’s share of this contribution is 16.1%, up from 16.0% in the prior year. 
 
Breakage Revenue:  Up until the early 1990’s, the City received state shared revenue under the “Cities with Racetracks” program. 
Changes in the distribution of these funds in the early 1990’s from the State level caused this to become an unstable revenue source. 
Further changes in legislation eliminated the “Cities with Racetracks” program. In its place, as of January 1, 1996, the City receives 
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breakage revenue from Northville Downs' activity from live and simulcast racing. Racetrack breakage revenue is recorded in the 
Public Improvement Fund, when received, to the extent that it exceeds the cost of providing police and fire service at the racetrack.   
 
The City will continue to first reimburse the General Fund for the direct cost of providing police and fire service at the racetrack.  
Beginning with FY2011, it was proposed that the City modify its policy on the utilization of Racetrack Breakage Revenue by 
allocating the next $60,000 of funding received to Police Department Equipment and Fire Department Equipment Funds ($30,000 
each).  In addition to the decline in revenue over time,  a change in legislation could eliminate this revenue source.  In fact, in 1991, 
the State did eliminate racetrack funding to cities in order to balance its own budget, throwing the City into a multi-year deficit.  Given 
the State’s chronic budget issues, this continues to be a concern.  Despite this concern, Staff feels that the proposed use of breakage 
revenue is appropriate.  In addition, since the breakage is budgeted for equipment reserves, there are sufficient funds to give the City 
flexibility in the event that alternative budget options are necessary.  As shown below, this source of revenue has steadily declined due 
to reasons beyond the City’s control.   
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City Council’s highest priority goals include long-term fiscal and financial stability, health care cost containment, and controlling 
legacy costs.  The General Fund budget has been prepared with these goals as a priority.  The increase in taxable value has helped the 
City stabilize its financial position. The City will continue to implement cost-containment measures when possible.  The City has been 
able to contribute additional funds towards the pension and retiree healthcare plans and plans to continue doing so.  However, finding 
strategies to contain the health care cost increases and unfunded pension contributions will be essential to balancing future budgets. 
 
Special Revenue Funds:  The City budgets for transactions in which the funding source is legally restricted to be spent for specific 
purposes as Special Revenue Funds. 
 
The Street, Drainage & Sidewalk Improvement Fund records revenue received from a dedicated millage approved by voters in 1997.  
The approved millage rate of 1.9200 mills has been permanently reduced by Headlee rollbacks to 1.7542 mills for FY2016.  The 
revenue generated by this millage will help fund the City Council medium-priority goals of street, sidewalk, and non-motorized 
improvements throughout the City. 
 
The Housing Commission Fund proposes to increase the rent at Allen Terrace, an independent senior citizen apartment community, by 
1.48% from $675 to $685 per month for one-bedroom apartments.  The two-bedroom apartments are proposed to increase 0.93% from 
$1,078 to $1,088 per month.  $130,000 is proposed to be transferred to the Housing Capital Outlay Fund for building improvements 
identified in the Capital Needs Assessment report.   
 
Enterprise Fund Services:  The City accounts for its Refuse & Recycling Fund and Water & Sewer Fund as enterprise funds.  
Enterprise funds should be supported by independent rate structures and not by taxes.  Although operational summaries are reviewed 
when necessary to determine the adequacy of rates, formal budgets are not required under the State of Michigan’s Uniform 
Accounting and Budgeting Act and are, therefore, not contained in the Budget Resolution. 

 
The Refuse & Recycling Fund has been self-supporting for many years.  This activity provides curbside residential pick-up, 
commercial pick-up in the downtown, curbside leaf pickup, and Household Hazardous Waste Day.  Both contracts for commercial and 
residential pick-up services expire in May 2017.  The goal of this program is to have the current rates cover the entire cost of the 
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residential and commercial programs.  The residential program current rate is proposed to increase to $36.00 bi-monthly, from $32.30 
bi-monthly.  This increase is primarily due to the new brush chipping program approved by City Council in March 2015.  This new 
service will provide weekly chipping of branches and tree limbs left by residents at the curb.  The commercial rate structure set by 
City Council in 2003 is not sufficient to meet the needs of this program for the next fiscal year. Beginning last year, at the request of 
the City, the current contractor now cleans up after the users of the downtown dumpsters.  This increase in costs will require a 9% rate 
adjustment to the users of the commercial solid waste program.  See page VI-1 for the proposed rates by business classification. 
 
The Water & Sewer Fund is the City’s second largest fund.  The water loss rate as of June 30, 2014 was 15.9% and the five year 
average is 11.21%.  This level of water loss is excellent for cities with similarly aged water distribution systems. City Staff continues 
to monitor the water loss ratio bi-monthly to evaluate if there could be additional leaks in the system. In addition, a firm specializing 
in finding water line loss is employed on a periodic basis to detect hidden leaks within the system.  This service has paid for itself each 
time that it has been performed.   
 
The City of Northville’s water supplier is the City of Detroit.  In September 2014, the Mayor of the City of Detroit, executives from 
Oakland, Wayne, and Macomb counties, Emergency Manager, and Governor signed a Memorandum of Understanding to create a 
regional water authority, and redefine the Detroit Water and Sewerage Department retail system.  An operational start-up date for this 
new authority is set at July 1, 2015. The parties are in negotiations with respect to a lease agreement, bondholder matters, and many 
operational decisions.  The utility is primarily fixed-cost.  Therefore The City of Detroit has shifted from strictly commodity-based 
cost structure to combination of a fixed and commodity-based rate structure. 
 
Over the past decade, water and sewer rate adjustments were set to match the increases passed on from the City of Detroit and Wayne 
County.  This was a justified business strategy during the downturn in the economy and to smooth out rate increases to the users of the 
system.  However, that has resulted in depleting cash reserves.  Future rate setting processes will now also include capital 
improvements, operational cost increases, and building a reserve for future capital improvements. 
 
For FY 2016, the commodity charge for water from the City of Detroit decreased by 23.8%. However, the fixed monthly charge from 
Detroit increased by 69.6%.  Overall this resulted in a 3.2% increase in the cost of water from the City of Detroit. Capital 
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improvements of $75,000 include a valve replacement program and improvements to the water tower and pump house.  It is proposed 
that the City increase the water rate from $5.83 to $6.32 per unit, or 8.4%, effective July 1, 2015.  This rate structure is designed to 
cover the City of Detroit water costs, capital improvements, and increased operational and maintenance costs. 
 
Wayne County is the provider of sanitary sewer service for the City of Northville.  The City of Northville, along with 14 other 
jurisdictions, is included in what is known as the “Rouge Valley Sewage Disposal System”.  The City’s consultant estimates that 
Wayne County will increase the combined rate by 5% for sewage disposal effective July 1, 2015. However, the City is proposing an 
8.6% increase to the users of the system, from $5.37 to $5.83 per unit.    This rate increase is necessary to cover the Wayne County 
sewage disposal costs, capital improvements, and increased operational costs. 
 
The service charge is proposed to decrease from $7.78 to $5.83 bi-monthly to due cost savings achieved in the billing process.  This 
revenue is generated to offset the cost of reading the meters and the billing process. 
 
The average household utility bill will increase 7.4%, or approximately $11.25 bi-monthly, with adjustments to the water, sewer, 
service charge, and residential refuse, including the new brush chipping program. 
 
In 2007, the City of Northville signed an Administrative Consent Order with the Michigan Department of Environmental Quality 
(MDEQ).  To comply with this order, the City has a time table in which to bring its sanitary sewer flow within contract limits.  The 
City is not alone in this effort.  The City’s efforts are part of a combined effort with surrounding communities under Wayne County’s 
leadership.  The City’s sanitary sewer system has been evaluated under wet weather flows and for design issues.  This multi-year 
project will take on pilot projects aimed at eliminating excess flow in Northville’s sanitary sewer system.    Depending on the success 
of these pilot projects, the City may be required to share in the construction of a wastewater capacity control system.  Preliminary 
estimates of Northville’s share of this long term solution to peak flows are in the $2,000,000 range.  It is likely that Wayne County 
will issue debt on behalf of itself and all the communities impacted by this wastewater capacity project which is anticipated for the 
FY2017 budget year. 
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Downtown Development Authority:  As shown on the analysis of “Total Expenditures – All Funds” (page I-15), the level of budget 
activity for FY2016 is proposed to decrease by approximately $143,000, or 15%.  The activity in this fund fluctuates year-to-year as 
specific projects are identified. 
 
The Northville Downtown Development Authority (DDA) has continued to actively utilize a committee structure to implement the 
Downtown Strategic Plan which was adopted by the Northville City Council in July 2006.  The budget continues to provide funding 
for the Design, Marketing Mix, Parking, and Organizational activities.   
 
The taxable value subject to DDA capture increased 1.9% from last year, generating an additional $11,911 in captured taxes.  The 
State is anticipated to reimburse $32,000 to the DDA for the small taxpayer exemption from personal property with taxable values of 
less than $40,000.  Revenue from the DDA’s 1.8225 mill levy has increased 1.4%, or $821.  
 
The DDA will continue to focus attention and resources on business recruitment and retention efforts in the downtown.  The DDA will 
continue implementing the Marketing Plan for the downtown in cooperation with the Northville Central Business Association and the 
Northville Chamber of Commerce. With the assistance of the two part time Marketing and Communication Coordinator positions, 
additional focus will continue to be placed on promoting downtown Northville as a destination to shop, dine, work, live and play.  
 
In fiscal year 2015-16 changes to the DDA’s operational structure is proposed. The two currently contracted positions would be 
eliminated in lieu of part-time staff positions. The main reason for this change has to do with the ability to direct staff and set work 
schedules.  The transition should be smooth, and no disruption in programs or projects is expected.  
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Capital Improvement Program:  The Capital Improvement Program for FY 2016 provides for $1.7 million in physical 
improvements.  Approximately $1,050,000 will be funded with bond proceeds.  Below is a list of key capital improvements.  Further 
detail may be found in Appendix A.  
 

• Rayson Street , Hutton Street and Elmsmere Street Improvements, $197,500 
• Fire Station #1 Improvements, $20,000 
• Fire Station #2 Rescue Vehicle, $50,000 
• Aerial Fire Truck, $1,000,000 
• Two Thermal Imaging Cameras, $13,000 
• Radar Speed Trailer, $12,000 
• Two Police Vehicles, $76,000 
• Allen Terrace Roof Ventilation, $53,140 
• Water Pump House Improvements, $25,000 
• Water Valve Replacement, $40,000 
• Water Tower Cathodic Protection, $10,000 
• Utility Vehicle, $30,000 
• Welder, $8,000 
• Wayfinding, $57,500 

 
In 2011, the City of Northville retained the services of Spalding DeDecker Associates, Inc. of Rochester Hills, Michigan, to perform a 
Municipal Pavement Management Study and report on Northville’s street system.  They recommend that Northville evaluate current 
funding levels and consider increased funding for the streets.  The current millage is not sufficient to improve the overall pavement 
conditions in the future.  Administration may be presenting to Council funding options to increase the amount available for street 
improvements once a statewide ballot proposal to dedicate state sales tax dollars for street improvements goes to the voters on May 5, 
2015. 
 












































































































































































































































































































































































































































































































































































































































































































































































































































































































































