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BUDGETED REVENUES

Sales Tax $4,800,000
Grants and Loans 8,537,770
Water Fees 3,836,000
Sewer fees 1,923,850
Income Tax 2,000,000
Interest 535,785
Property Taxes 1,921,515
Motor Fuel Tax 510,000
Solid Waste Fees 897,700
Other Income 3,088,885
Employee Payroll Withholding 475,725
Fines 363,000
WIU Fire Fees 250,000
TIF Payments 237,000
Replacement Tax 221,188
Telecommunications Tax 380,000
Licenses/Permits 213,000
Franchise Fees 321,130

Total Budgeted Revenues $30,512,548
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BUDGETED EXPENDITURES

by Department

Water Department 3,280,730
Police Department 4,390,865
Fire Department 3,036,940
Operations Division 2,676,940
Sewer Department 4,448,980
Other 665,365
General Government 2,011,739
Infrastructure Projects 4,217,740
Administrative Depts. 1,452,930
Solid Waste 868,630
Public Transportation 5,506,800
TIF 287,068
Cemetery 232.795

Total Budgeted Expenditures $33,077,522



March 10,2014

Honorable Mayor and Aldermen:

Enclosed for your consideration is the proposed FY 2014-15 budget for the City of
Macomb. Thanks to the Mayor, City Clerk, Department Heads and Council Committees
for providing assistance and guidance during the budget preparation process. Special
thanks to Business Office Supervisor Vicky Williams and incoming Supervisor Kerry
Rhoads for doing the bulk of the work on the budget document.

This Proposed Budget totals $34,190,346, encompassing everything from Police and
Fire, to general government, to utility operations, to public transportation, to capital
improvements.

Notable Features

The Proposed Budget is based on the following major factors:

1. The 2013 Special Census count for Macomb provided an increase ofover 2,200
people from the 2010 Regular Census. Macomb's population now stands at 21,509.
This increase not only provides apsychological boost to the community, it also helps
substantially in terms ofState-shared revenues, increasing General Fund revenues by
by about $250,000 per year, and Motor Fuel Tax revenue by over $50,000 annually.

2. The budget contains a 2.5 percent pay increase for all City employees. This is
based oncollective bargaining agreements with the Firefighters, Public Works and
Police unions, with the assumption that this increase will be awarded to all non-union
employees. These contracts will be entering the second year of a three-year cycle.

3. Four years ago the City Council authorized a staff reduction of three police officer
positions, as well as a decision not to fill three vacant positions in Public Works.
This budget proposes that one of the positions in Public Works Operations Division
be filled. This would be an entry-level position that would be dedicated, in part, to
regularly exercise water valves and hydrants, something that we have not been able
to do sincethe reduction in work force four years ago. Even with this additional
employee, the Public Works Department would have an employee count ofonly 31
full-time positions compared to 39 full-time employees in 1990.

4. With the retirement of Debbie Huston from the CityClerk's Office at the end of the
2014 calendar year, the position of Deputy City Clerk would change from a regular
half-time position to a full-time position, and the Secretary's position would not be
filled, reducing the work force by a half-time position. This opens the possibility of
adding a needed full-time City Hall position. This position would be that ofa Utility
Clerk, and would be housed out of the Business Office, giving theother Utility Clerks
a chance to rotate off of the front window every two months for a month of other
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dunes in the Bus.ness Office. The new position would also allow for the Business
Office to keep up with its workload, something that has been more and more difficult
i'm Tk y^rS '° th£ inCTeaSe in W0rkl0ad The other thi»g th* <=*> be accomplished by adding an employee is to provide backup secretarial help for the Mayor and
Admimstrator's Offices, City Clerk's Office, Community Development Office and
possibly other departments outside of City Hall, when office staff is sick or on
vacation and no one is available to answer phones, greet the public, etc.

These changes, taken together, would add one half-time employee to the City's
workforce. }

5. This budget is unbalanced in the General Fund ,where expenditures are expected to
exceed revenues by about $600,000, with the cash balance expected to stay well above
the $3 million mark. This reduction in the cash reserve comes about because of
necessary capital equipment purchases, refunding of the Internal Technology (IT)
Fund, Phase 1of Spring Lake Campgrounds expansion, as well as other one-time or
limited timeframe expenses. The addition of two full-time positions also has an
impact, but is not expected to create astructural deficit in the General Fund.

The recent history of cash balances in the General Fund is interesting: On May 1 2006
the cash balance was $1,002,347. Aconservative estimate for May 1 2014 is $3 6
million, and usually comes in about $250,000 higher than projected. Therefore the
official estimated balance of $3.1 million on May 1, 2015 is likely to be $500 000
higher - about $3.6 million total. This represents acash balance of33% - 38% ofthe
General Fund budget, well above the recommended 25%.

6. In February of 2011 Macomb voters approved alocal sales tax referendum adding
one-halfpercent, making afull 1% onto the local sales tax for infrastructure This has
more than doubled annual revenue for street repairs to approximately $1.9 million per
year This money is spent entirely on infrastructure, specifically streets and bridges
For the 2014 construction season, Bond Infrastructure Proceeds, covered by sales
tax revenues, will pay for the following major projects: replacement ofthe
Wigwam Hollow Bridge with the City's share ofconstruction at $480,000, East Street
Paving Project with construction costs of $1.4 million, afull-depth in-place recycle
project for Deer Road and Jefferson Street east of Candy Road for $550,000 and
repavmg ofthe Amtrak Depot parking lot for an estimated $150,000.

hi 2012 the City issued $7.5 million in bonds to be repaid from local sales tax revenue
This bonds are paying for the projects named above, as well as several other major
and many smaller street projects. This money has to be spent out completely by the
end of the 2015 fiscal year. Meanwhile, the City is transferring current local sales tax
revenue to the newly-established Downtown Revitalization Fund on apace that will
have approximately $3.25 million in the fund by the beginning ofconstruction in
2016.

7. The following fees are proposed for increase:



- Water volume rate increased by 3%.
- Sewer volume rate increased by 2%.
- Solid waste monthly fee would stay the same.

Note: the water and sewer rate increases will result in an average monthly
increase of $1.75 per month for a family five

8. The Downtown TIF District has about 7years of life left. After the Surplus payment
to local governmental units of $85,000, payment to the Chamber of Commerce for
the Downtown Development position, and the cost ofpaying a part-time employee to
take care of the Downtown area, there isn't much money left to accomplish anything
other than funding the Facade Grant Program, which continues to be popular, and
useful in improving Downtown buildings. The Westside TIF District is now
generating $46,000 per year. Next year, this money will go mainly to improving the
Facade of the Old Lamoine Hotel, make minor improvements to Chandler Park, and in
the future, perhaps help to develop a cluster ofcommercial uses along West Adams
Street.

9. Hotel/Motel Tax revenues have been slowly but steadily rising. The MACVB receives
80% of revenue with a cap of $181,425 for next year, the Chamber of Commerce
receives 10% with a cap of $22,965, with the remaining 10% used for fireworks and
and administration. There is a also a cash balance of over $30,000 that can be awarded
by the Council for special projects that promote tourism and overnight stays in the
community.

10. The Cityof Macomb has had a partially self-funded employee health insurance
system for overa dozen years. The Health Insurance Trust Fund has grown to
about $800,000, which allowed the City Council to continue the program for 2014
without a rate increase to the employees or the City. This one-year respite helps the
cash balance in the City's General Fund.

11. Police and Fire pensions will take almost $1 million inCitycontributions for the
coming fiscal year, up about $63,000 from the year before. The good news is that
both funds are relatively healthy from an actuarial standpoint, both being funded
over the 70% mark.

General Fund

The General Fund proposal for next year is about $600,000 short ofa balanced budget,
with revenues at $8.84 million and expenses at $9.44 million. The projected cash balance
of $3.1 million exceeds the 25% standard for General Fund cash reserves Some other
observations about the General Fund Budget are as follows:

1. The General Fund supports all City Hall functions, Police, Fire, Cemetery, and



parts of the Public Works budget.

2. Property tax revenues to the General Fund are controlled by PTEL which allows
for limited growth each year. About 13 %of the General Fund budget comes
from property tax; 56% comes from State-shared revenues, and the balance comes
irom miscellaneous local sources.

3. The following employee-related expenses have changed, all of which indirectly
affect the General Fund:

- Fire and Police pensions are up by $63,000.
- Liability insurance &workers comp premiums are up by $32,550.
- IMRF contributions are up by $120,580
- Health insurance contributions will remain constant.

4. Some interesting notes about next year's General Fund budget:

-$50,000 would be transferred to the IT fund, which has been depleted
over the years to cover IT service contract costs.

-$105,000 is proposed to be spent to build Phase 1of Spring Lake Campground
Expansion, providing for development of seven additional camping spaces,
and setting the stage for development ofmore in sites in the future.

-$20,000 has been budgeted for exterior repairs and painting of the Depot.

- We are expecting several employee retirements next fiscal year, therefore
$154,000 is being budgeted for payment of accrued benefits due upon
retirement.

- The Fire Department will apply for aFEMA grant to replace all self-contained
breathing apparatus for an estimated $367,500, with the City responsible for
10% ofthat figure. The Fire budget also includes $28,200 for window
replacement at Station 1, $21,800 for roof repair at Station 2, and $12,000
to replace pagers. In the City's Five Year Capital Improvement Plan, Chief
Taylor proposes replacing the

- Next year will be the last payment ($138,615) for construction of the Police
Department Building/E911 Center. This will free up money for other purposes
in years to come. The Police Budget also includes $61,000 for vehicle replace
ment, and $45,000 to install cameras at the Police Impound Lot.

5. The General Fund is the only real source of money to purchase equipment and vehicles
for the Operations Division ofPublic Works. The 2014-15 FY budget contains the

following: $31,900 to replace three cemetery mowers, $220,000 for a new vacuum-



type street sweeper, $63,000 to replace two pickups, and $35,000 for a forklift
Water

We continue to struggle with finances in the Water Utility. Water revenues have not
increased in proportion to rate increases, due mainly to customer conservation measures
Meanwhile, the low-pressure membrane system at the water plant is expensive to operate
with the elevated cost of utilities, chemicals, and purchase of replacement parts '
Meanwhile, we have asubstantial need for capital improvements in the distribution
system, especially main replacement, that must be put on hold because ofthese financial
factors. The one large project that will happen in 2014 is renovation ofthe Walker Street
water tower for an estimated $1 million, which will be financed by an IEPA loan We
have considerable debt in the Water Utility, requiring annual debt service of over
$500,000.

The 3% water rate increase is projected to generate an increase in revenue of only 15%
because ofthe ongoing conservation trend being exhibited by our customers. This will
allow us to make ends meet, but with an ending cash balance estimated at $433 000
which is hardly adequate for a Water O&M budget approaching $3.5 million.

Another issue facing us in the future is the siltation occurring in Spring Lake, which has
lost 30% ofit's storage capacity over the past 30 years. Regardless ofwhether the lake
will continue to be one ofour primary sources of drinking water over the long term the
community will probably want to have the lake dredged in order to preserve it as a '
recreational facility. We have not identified funding source for this major project.

Sewer

The Sewer Fund also is experiencing fiat revenues, but has a better cash balance to work
with. Sewer Treatment Plant improvements are underway now, with grit chamber
replacement project. For next fiscal year, we have a$3 million IEPA loan in the works to
make several more large-scale improvements at the plant. These improvements will
increase the efficiency ofthe plant, improve on our occasional odor problem, and
substantially decrease our energy costs. The plan is to secure the IEPA loan in time to
seek bids on the Sewer Plant Improvement Project early this fall, with work beginning
immediately. Improvements would consist of the following: high efficiency blowers
($400,000); new master control centers ($280,000); new DO monitor valves ($100,000);
new sludge lift blower ($ 100,000); new air piping ($200,000); filter rehabilitation '
($1,400,000) and SCADA System ($200,000).

As with water revenues, sewer revenue increases have not corresponded with the
percentage of rate increases in recent years. We are projecting only a 1% revenue
increase for next year, based on a2% rate increase. The projected cash balance of
$636,000 is close is barely adequate for a$2 million O&M sewer budget, but should
improve over the next several years.














































































































































































