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The fiscal year 2017-18 recommended budget
provides for the resources that are be needed to
help accomplish the city objectives established
prior to the administration’s budget process. This
recommended budget calls for a total city
millage rate of 17.6389 (excluding DDA levy), a
decrease of 0.2372 from a slight reduction of the
fire debt millage and publicity millage and a
Headlee rollback on the balance of the millage
levies. See page 45 for millage rate details. The
millage rate of 17.6389 would put the city below
the average millage rate of Oakland County
cities, but above the median. This rate puts the
city below nine bordering cities with higher
millage rates and above three bordering cities
with lower millage rates. This claim is based
upon fiscal year 16-17 city/village millage rates
as cities/villages have not been
adopted/reported as of the publication of the
recommended budget. See page 47 for the
chart of the 31 Oakland County city/village 16-17
millage rates. The Headlee rollback on Royal
Oak’s millage rates this year is 0.9881. The
DDA does not have a Headlee rollback this year.

Total city taxable value increased by 4.66%.
Residential values increased 5%, industrial
values decreased 0.5%, personal property
increased 6% and commercial increased 2.8%.
See pages 42-44 for taxable value details.
These increases are notable, especially
considering the recently enacted personal
property exemption . The spread between 2017
SEV and taxable value increased to $533
million, growing $115 million from the prior year.
See page 44 for value details.

Across all funds, the city is budgeted to receive
$47,436,430 in tax revenue for fiscal year 17-
18, an increase from the projected tax collection
for fiscal year 16-17 of $45,717,250. The
increase is due to the increase in taxable value
that was not offset by the Headlee reduction of
0.9881 on the general city, public safety, roads
and library millages. In other words, new
property on the roll and a small allowable
inflationary increase.

Total grants are budgeted at $12,019,740
across all funds, an increase from $11.8 million
from the prior year. State shared revenue is
budgeted to increase 2% / $100,000 based upon
the State of Michigan Treasury Department’s
published projections. Act 51 monies are
budgeted at $5,315,000, an increase of 5.6% /
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$284,000 relative to fiscal year 16-17 estimated
year-end.

Due to low interest rates, interest income
revenue city-wide (excluding trust funds) is
budgeted at $650,110, up from $291,580 in the
prior years original budget however down nearly
$2 million from its peak in 06-07. This once
valuable source of income has significantly
declined and is no longer relied upon as a
significant resource to help off-set city operating
costs. See page 51 for funds interest revenue
history graph.

Personnel costs are decreasing 20% / $10.3
million relative to the fiscal year 16-17 original
budget, mostly due to a decrease of annual
required contribution (ARC) for OPEB and
pension benefits as a result of OPEB and
pension bond issuance in February 2017.
However, the savings is offset significantly with
new OPEB and pension bond principal and
interest payments of $9 million annually. Total
full-time employees are budgeted to increase
from 320 to 329 positions. However this total is
down 37 positions relative to recent peak in
fiscal year 05-06. The city managers department
has an increase of 0.8 in order to move the
administrative assistant from the city attorney
department. The HR department has added an
engagement specialist. The building department
has added three new inspector positions.
Highway maintenance and solid waste functions
each have one position added. And sewer
maintenance has two positions added. See page
35 for personnel summary recent history. Wage
related costs are increasing 11% / $2.8 million
mostly due to contractual wage increases and
additional positions being filled. The defined
benefit and defined contributions budget is
decreasing from $21.8 million to $7.2 million
mostly due to the legacy cost for general
employee pension and all employee OPEB paid
through debt service accounts. The budget
provides for the contributions of 100% of the
normal costs and the annual unfunded actuarial
accrued liability (UAAL) for the police and fire
pension. The ARC contribution for pension is
required by law to be met. A graph in the
‘Financial Trends” section illustrates the
magnitude of the combined pension /OPEB
contributions and pension/OPEB bonds debt
service that the city is funding in fiscal year 17-
18. For the first time, the required contributions
made toward paying the current year obligations
do not exceed the general fund’s millage



revenue. See graph on page 55. The forecast in
the budget is considered to be optimistic;
providing the continuation of only the normal
costs (and the current annual UAAL contribution
for police and fire pension). In the event
investment income in the pension and OPEB
trusts do not meet the assumed rate of return of
7.75% the trusts that bonded for pension and
OPEB will be underfunded again and need
additional contributions made toward.

The budget includes nearly $43.4 million in
capital improvements; an increase of 26% / $9
million over fiscal year 16-17 original capital
budget. Typically the first year of the recently
adopted capital improvement plan (CIP) is
incorporated into the recommended budget
when funding is available however there are
numerous exceptions for fiscal year 17-18 due
to project timing changes. The city’'s capital
improvement budget calls for $1.157 million for
major road capital improvements, $5.739 million
for local road capital improvements, $1.25
million for solid waste system improvements
plus $334,000 ongoing annual payment for the
SOCCRA recycling facility upgrade, $10.565
million for water/sewage system improvements
including $6 million for meter/radio read project,
$200,000 for 4™ Street bio-swales, $2.028
million for replacement motor fleet, $321,000 for
information technology infrastructure, $21.9
million for the completion of the Center Street
parking garage and the ROCC parking garage,
$150,000 (carry-over) for replacement election
equipment, $404,000 for various city building
improvements and, $182,000 for various park
projects. Detailed listings of all capital
improvements are included in each fund/cost
center significant notes section (orange box) in
this document. The capital projects and the
descriptions that are reported in the adopted
FY2017-18 to FY2022-23 Capital Improvement
Plan can be found behind the “Capital
Improvement” tab in this budget document. With
the exception of park projects, the forecasted
years in this document include capital projects
that are in the CIP causing an occasional fund
forecast to illustrate fund balance levels below
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policy and even negative balances. See budget
summary tables within each fund section.
Adopting a budget with a negative fund balance
is not permitted by law, therefore the need to
bond is assumed in some circumstances.

New debt issuances for the city are included in
this budget, as not all project costs are to be
paid with current funds. The water meter
replacement/radio read program is budgeted to
receive $6 million in bond proceeds. The budget
provides for $12.7 million in bond proceeds for
the ROCC parking garage project and assumes
$35.8 million for the balance of the ROCC
project. $8.1 million for local roads is assumed
to be received at the end of fiscal year 16-17
however it may carry-over into the beginning of
fiscal year 17-18. See page 54 for existing
outstanding debt summary.

The water commodity rate will increase 1% and
the sewer commodity rate will increase 1.5%
based upon passing along the dollar amount of
the increase for water from SOCWA (2%) and
sewer disposal from Oakland County Water
Resources (3%). The city’s quarterly billing flat
fee will remain at $11.25 to recoup billing costs.

The unassigned fund balance for the general
and public safety funds (combined) is budgeted
to decline from the current year’s projected 37%
of expenditures to 15%. These funds’ fund
balances are now reviewed as combined since
the public safety function continues to be a
significant cost of the general fund due to the
sizeable transfer ($18.7 million) made to the
public safety fund. By fiscal year 21-22, the fund
balance is projected to be 9%, which is below
the city’s policy fund balance. Each fund has an
estimated/forecasted fund balance through fiscal
year 2021-22 in the budget summary table. See
page 54 for unassigned fund balance history
and page 60 for future projected balances.

Please reference the significant notes
section (orange boxes) within each fund/cost
center for details and noteworthy program
information for fiscal year 17-18.
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City of Royal Oak

The City of Royal Oak is located in southeast
Oakland County, Michigan. The city's 11.83
square miles has a population of approximately
57,236 according to the 2010 US census.
Flanked by I-75 on the east border, 1-696 on the
south and Woodward Avenue (M-1) on the west
side, the city has excellent highway access for
residents and visitors alike. Approximately 15 to
20 miles northwest of downtown Detroit,
businesses and residents have easy access to
the Ambassador Bridge and the Detroit-Windsor
tunnel, the busiest international crossings
between the United States and Canada.

The City of Royal Oak has operated under the
"council manager" form of government since its
incorporation on November 8, 1921. This form of
government provides that the city commission
act as the legislative or policy making body. The
city commission is composed of @ six
commissioners and

Budget Highlights

a mayor elected by the city-at-large on a
nonpartisan ballot. Three commissioners are
elected to four-year terms every two years to
ensure experienced legislators at all times. The
mayor is elected for a two-year term.

The city commission enacts ordinances,
resolutions and regulations governing the city.
City commission also appoints members of
various statutory and advisory boards and
commissions, and the city manager.

The city manager is the city's chief
administrative officer and, as such, is held
accountable for planning, coordinating, directing
and executing all of the city's operations in a
manner prescribed by law and conforming to the
general policies and specific directives of the
commission. The city manager also appoints
and supervises the heads of departments of the
city. See statistical section for additional city
information.

PONTIAC /| |
!

L

s {

<

ROCHESTER ™we
HILLS
| S § 2
P
TROY N
O} 75 %
| STERLIM
b \ HEIGHT:

WARREN




City of Royal Oak’s Vision and Mission Statements

VISION STATEMENT

To be a dynamic balance of progressive vision and traditional values
offering an inviting, premier and diverse community for all.

MISSION STATEMENT

Our mission is to provide a safe, healthy and sustainable community.
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City Commission Strategic Goals and Objectives

Goal: Operations — To perform all city operations as efficiently and effectively as possible. This
includes, but is not limited to internal communications, technology, innovation and financial

management.
Attract, retain, and

Objectives:

develop effective and efficient staff

Update the compensation survey and establish a regular process for doing so
Evaluate employee benefits to insure competitiveness

Evaluate organizational structures in each department to identify staff needs,
succession planning, possible service delivery improvements and potential cross
training opportunities

Examine the potential for technology improvements to enhance service delivery

Insure city financial sustainability

Objectives:

Work with the MML and state legislators to amend a broken municipal financing
model

Lobby Lansing to allow a liquor excise tax

Take advantage of a DNR grant for development of Normandy Oaks Park
Aggressively pursue grant opportunities, employing a cost-benefit analysis to insure
that grants are financially appropriate

Review and update service fees every two years to insure costs are covered
Continue process for establishing ROOTS as a 501(c)3 entity

Goal: Economic Development — To establish policy and procedures that facilitate the development
of Royal Oak as a place to live, work and play

Facilitate Private Sector Development

Objectives:

Provide incentives for housing developments that meet gaps identified in the target
market analysis

Institute, where appropriate, form-based zoning requirements on a temporary basis
Provide regular updates to the commission on the status of development projects

17



City Commission Strategic Goals and Objectives

Goal: Infrastructure/Environment — To maintain, replace and enhance city infrastructure in an
environmentally and fiscally sustainable manner

Maintain and improve city infrastructure
Objectives:

¢ Implement the “wayfinding” recommendations of the DDA in the downtown and

consider similar approaches to wayfinding across the city

Complete the development of city hall, the police department and central park

Design and complete the Normandy Oak Park plan

Review and update the stormwater plan and ordinance

Develop a new master plan

Develop and implement a more aggressive schedule to revamp city parks

Examine ways to strengthen digital infrastructure to move toward a smart cities

initiative

o Develop and begin the implementation of a city-wide environmental sustainability
plan

e Consider a sidewalk millage program to place before voters

¢ Investigate options for preserving or increasing the number of trees in Royal Oak
including tree replacement requirements for developers and citywide tree
replacement fund

Goal: Community Health and Safety — To preserve Royal Oak as a safe and healthy community
through sound fiscal policy, strategic planning, prompt decisive actions and effective
management of taxpayer’s assets.

Improve mobility in and around the city

Objectives:
¢ Develop and implement a north-south bike route
e Create a public transportation plan for the city
o Explore development of a bike share program for the city
e Investigate options for a snow removal ordinance

18



Budget Resolutions

GENERAL APPROPRIATIONS ACT

BE IT RESOLVED, this and the following nine resolutions constitute the City of Royal Oak’s
General Appropriations Act for the fiscal year beginning on July 1, 2017 and ending on June 30,
2018.

RESOLUTION 1: BUDGET RESOLUTION

BE IT RESOLVED, the 2017-2018 City of Royal Oak budget for each fund is hereby appropriated as
follows:

General Fund

19

General Government 18,154,950
Community and Economic Development 530,570
Health and Welfare 0
Public Safety 452,410
Public Works 1,320,800
Recreation and Culture 1,309,690
Transfers Out 20,328,500
Expenditures Total 42,096,920
Taxes 18,585,500
Licenses and Permits 2,007,300
Grants 5,258,500
Charges for Services 2,691,620
Fines and Forfeitures 5,058,000
Interest and Rentals 653,200
Contributions and Donations 0
Reimbursements 222,000
Other Revenues 65,000
Transfers In 0
Use of Fund Balance 7,555,800
Revenues, Transfers and Use of Fund Balance 42,096,920
Major Streets Fund
Expenditures Total 4,321,500
Revenues, Transfers and Use of Fund Balance 4,321,500
Local Streets Fund
Expenditures Total 9,478,960
Revenues, Transfers and Use of Fund Balance 9,478,960
Public Safety Fund
Expenditures Total 29,957,920
Revenues, Transfers and Use of Fund Balance 29,957,920
Publicity Tax Fund
Expenditures Total 68,860
Revenues, Transfers and Use of Fund Balance 68,860



Solid Waste Fund
Expenditures and Contribution to Fund Balance
Revenues and Transfers

Brownfield Redevelopment Authority
Expenditures Total
Revenues Total

DDA - Development Fund
Expenditures Total
Revenues, Transfers and Use of Fund Balance

DDA - Operating Fund
Expenditures Total
Revenues, Transfers and Use of Fund Balance

Library Millage Fund
Expenditures Total
Revenues, Transfers and Use of Fund Balance

CDBG Fund
Expenditures Total
Revenues, Transfers and Use of Fund Balance

State Construction Code Fund
Expenditures Total
Revenues, Transfers and Use of Fund Balance

ROOTS Fund
Expenditures Total
Revenues, Transfers and Use of Fund Balance

Senior Citizen Services Fund
Expenditures Total
Revenues, Transfers and Use of Fund Balance

Animal Shelter Fund
Expenditures Total
Revenues, Transfers and Use of Fund Balance

Police Grants Fund
Expenditures Total
Revenues, Transfers and Use of Fund Balance

Miscellaneous Grants Fund

Expenditures Total
Revenues, Transfers and Use of Fund Balance

20
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8,521,390
8,521,390

359,230
359,230

3,525,000
3,525,000

57,500
57,500

2,500,010
2,500,010

1,550,000
1,550,000

1,910,000
1,910,000

63,600
63,600

873,290
873,290

104,280
104,280

274,000
274,000

72,070
72,070



Budget Resolutions

RESOLUTION 2: SET TAXRATE

RESOLVED, the general operating levy for the 2017-2018 fiscal year for operations is established at
7.2031, and

BE IT FURTHER RESOLVED, the property tax rate for the 2017-2018 fiscal year for the publicity tax is
established at 0.0195 mill. and

BE IT FURTHER RESOLVED, the property tax rate for the 2017-2018 fiscal year for the library
operations is established at 0.9347 mill. and

BE IT FURTHER RESOLVED, the property tax rate for the 2017-2018 fiscal year for the solid waste
disposal operation is established at 2.9346 mills, which consists of 1.9640 mills authorized by state law
and 0.9706 mill authorized by the voters of the City of Royal Oak, and

BE IT FURTHER RESOLVED, the property tax rate for the 2017-2018 fiscal year for the fire bonded debt
be established at 0.2400 mill, and

BE IT FURTHER RESOLVED, the property tax rate for the 2017-2018 budget recommended by the
Downtown Development Authority for the area designated by ordinance as the downtown district is
established at 1.6146 mills, and

BE IT FURTHER RESOLVED, the 1.6146 mills levy for the downtown district is in addition to the millage
applicable to properties outside of the downtown district and

BE IT FURTHER RESOLVED, the property tax rate for the 2017-2018 fiscal year for the road millage be
established at 2.4351 and

BE IT FURTHER RESOLVED, the property tax rate for the 2017-2018 fiscal year for the public safety
operations is established at 3.8719 mills and

BE IT FINALLY RESOLVED, the public safety millage and road millage are to be levied on the winter tax
bill.
RESOLUTION 3: AUTHORIZE TAX ADMINISTRATION FEE

BE IT RESOLVED the City of Royal Oak approves the imposition of a 1% administration fee on property
tax levied in 2017, and

BE IT FURTHER RESOLVED the City of Royal Oak approves the imposition of late interest penalty
charges as follows: On summer taxes at the rate of one-half of one per cent per month, or fraction
thereof, after July 31 until February 28; on December taxes at the rate of 3% after February 14 until
February 28, 2018.

RESOLUTION 4: WATER AND SEWAGE DISPOSAL RATES

BE IT RESOLVED that the water and sewage disposal rates for the City of Royal Oak as of July 1, 2017
are established as follows:

Billing administrative flat fee $11.25 per billing period
Water & sewer commodity charge $123.06 per mcf for first 2 mcf per billing period
$141.13 for additional mcf per billing period
Outside city water only commodity charge $53.09 per mcf for the first 2 mcf per billing
period
$60.39 for additional mcf per billing period
Sewer only charge $225.56 per quarter
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BE IT FURTHER RESOLVED industrial surcharge and industrial waste control charges will be passed
along to customers as a pass-through.

RESOLUTION 5: PURCHASES

WHEREAS, the City of Royal Oak finds it necessary to incur utility, postage, and other expenses provided by
natural or regulated monopolies, and other sole source providers in order to operate the city, and

WHEREAS, it is impossible to estimate the charges to be incurred for each succeeding month, and
WHEREAS, these charges can and do exceed one thousand dollars for each billing period;

NOW, THEREFORE, BE IT RESOLVED, the city administration is authorized to place orders for and make
payment of these expenses, and such authorization forgoes the requirement of presenting these bills to the
commission prior to authorization for purchase and/or payment;

FURTHER RESOLVED, this resolution shall apply to electric, telephone, water, natural gas utility,
postage charges, and other goods/services provided by natural or regulated monopolies or sole source
providers.

RESOLUTION 6: PURCHASING

WHEREAS, pursuant to chapter three, section 34 of the Royal Oak city charter, the city commission shall set
a purchasing limitation by resolution, adopted at the same time the annual city budget is approved.

NOW, THEREFORE, BE IT RESOLVED, the city establishes that no purchase in excess of $10,500 be
made without the approval of the city commission and pursuant to chapter fourteen, section 2. Public work or
improvement costing more than $25,000 and executed by contract, shall be awarded to a responsible bidder
in competition for fiscal year 2017-2018.

RESOLUTION 7: TRANSFERS

NOW, THEREFORE, BE IT RESOLVED, the finance director is hereby authorized to transfer up to 25%
of the major street fund monies to the local street fund during the 2017-2018 fiscal year. The finance
director is also authorized to make transfers within appropriation centers. All other transfers between
funds may be made only by further action by the city commission.

RESOLUTION 8: PEG FEES

NOW, THEREFORE, BE IT RESOLVED, the city commission hereby grants Community Media Network
1/2 of the 1% P.E.G. fee received during the 2017-2018 fiscal year.

RESOLUTION 9: FINANCIAL POLICIES

WHEREAS, the City of Royal Oak has established a set of financial policies
AND WHEREAS, it is prudent to regularly review and update those policies and to add new ones as needed.
NOW, THEREFORE, BE IT RESOLVED, the city reaffirms its existing financial policies on attrition,

investments, retirement contributions, debt management, fund balance, capital assets and capital
improvements projects, and fund self-supporting.

22



Budget Highlights — Budget Procedures

CITY OF ROYAL OAK

FY 2017 - 2018
Budget Procedures

The City of Royal Oak’s budget process is governed
by the city charter and state statutes of Michigan.
Chapter eight. “general finances. section 1” of the city
charter establishes July 1 through June 30 as the
city’s fiscal year.

Budget Document

The city charter, as approved by the voters on
November 8, 1921 and last amended November 8,
2016, and the State of Michigan Uniform Budgeting
Act (Public Act 621 of 1978), which amended the
Uniform Accounting Act (Public Act 2 of 1968),
mandate that the budget document present a
complete financial plan for the ensuing fiscal year
and shall present the following:

(@) An itemized statement of the appropriation
recommended by the manager for current expenses
and for permanent improvements for each
department and each division thereof, for the ensuing
fiscal year, with comparative statement, in parallel
columns, of the appropriation and expenditures for
the current and next preceding fiscal year and the
increases and decreases in the appropriation
recommended;

(b) An itemized statement of the taxes required and
of the estimated revenue of the city, from all other
sources, for the ensuing fiscal year, with comparative
statements of the taxes and revenues for the current
and next preceding fiscal year;

(c) A statement of the financial condition of the city
and an inventory of all property owned by the city;
and

(d) Such other information as may be required by the
commission.

Budget

As required by the city manager, each department
head must submit to the city manager an itemized
estimate of expenditures for the next fiscal year for
the department or activities under their direction.
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The city manager then prepares a complete itemized
budget proposal for the next fiscal year and must
present a balanced budget to the city commission not
later than 30 days before the end of each fiscal year.
Prior to the adoption of the budget, a public hearing
on the budget must be held to inform the public and
solicit input and comments from residents. A public
notice, published in a newspaper of general
circulation in the community, announces the time and
place of the meeting and the availability of the budget
document for review.

Budget Appropriation and Amendments

The city budget is adopted by the city commission on
a functional basis. The finance director is authorized
by budget resolution to transfer up to 25% of major
street fund monies to the local street fund during the
fiscal year and to make transfers within appropriation
centers. All other transfers between funds may be
made only by further action by the city commission.

The commission may make additional appropriations
during the fiscal year for unanticipated expenditures
required of the city. The city commission may also re-
appropriate funds among appropriation centers. By
way of an annual budget resolution, the city
commission authorizes the finance director to
administratively adjust line-item budgets within a fund
and appropriation centers.

Basis for Budgeting

The modified accrual basis of budgeting is utilized in
the preparation of the governmental fund types.
Expenditures, with the exception of debt service
expenditures, compensated absences, claims and
judgments, are recorded at the time the liability is
incurred. Revenues are recorded when received as
cash, with the exception for material or available
revenues that are accrued to properly show revenues
earned and/or levied taxes. The accrual basis of
accounting is utilized for the internal service and
enterprise funds budgets which are not officially
adopted, but included in this document.

The budget is prepared in accordance with Generally
Accepted Accounting Principles (GAAP).
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Budget Highlights — Budget Calendar

FY 2017-2018 BUDGET CALENDAR

Finance department requests capital improvement plan submittals

Finance department develops initial personnel costing and finalizes the draft
capital improvement plan

Special city commissions strategic planning (goals & objectives) session

City commission adopts their goals & objectives at city commission meeting
Finance sends personnel costing detail to departments for their review/approval
Motor pool, IT, insurance budgets due to the finance department

Finance spreads internal service department costs to user department budgets.
Department requested budgets due to finance dept. — includes final departmental
narratives, personnel sign-offs, goals, objectives, org charts, significant notes,
performance measures and fiscal requests.

Capital improvement plan adopted by planning commission

Finance reviews and compiles departmental budget requests presentation for city
manager

Departments meet with city manager to discuss their requested budgets
City manager relays final budget recommendations to finance department
Finance department compiles recommended budget document

Recommended budget document is distributed to mayor and city commissioners
and is posted to city webpage

Special meetings — city commission conducts public budget meetings

Finance department makes any city commission changes and prepares final
budget document

City commission conducts public hearing* and adopts budget (with any revisions
to the city manager’'s recommended budget)

Finance department prepares adopted budget document
Final adopted budget document is distributed and posted to the city’s website
Finance department monitors budget and performs budget amendments when

appropriate

*if changes are not significant
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Budget Highlights — Financial Organizational Chart

Financial Organization Chart

’MODIFIED ACCRUAL BASIS OF ACCOUNTING |
1

[ [
General Fund | ’Special Revenue I

Debt Service

301 General Obligation
303 Court Building

360 CIB Series 2007 |

202 Major Street |—*’282 State Construction Code Operations I

203 Local Street I—% 295 Roots I

|207 Publicity Safety Fund I—%IZQG Senior Citizens Services I

498 Capital Projects

’499 Parks Capital Improvement I

850 Special Assessments I

’211 Publicity Tax Fund |—*’297 Animal Shelter |

|226 Solid Waste I—%’298 Police Grants I

’271 Royal Oak Public Library |—%’299 Fire Grants I

274 Community DevelopmentBlock Grant |—

ComponentUnit

243 Brownfield Redevelopment |

247 DDA Development TIFA I

248 DDA Operating

’ACCRUAL BASIS OF ACCOUNTINGI

I
I 1

Internal Servicel Fiduciary |

[

|592 Water & Sewer 508 Recreation Administration |

%636 Information Systems | |731 Retirement Pension Trust I

|516 Automobile Parking System 598 Ice Arena Operations |

661 Motor Pool

’736 Retiree Medical Benefits I

’551 Farmers Market 506 Arts Beats and Eats I

—‘677 Worker's Compensation |

—{678 Health Care Self-Insurance I

ﬁ679 General Liability and Property Self-Insurance |

Shaded funds are major funds. Major funds are
funds whose revenues, expenditures/expenses,
assets, or liabilities (excluding extraordinary
items) are at least 10 percent of corresponding
totals for all governmental or enterprise funds
and at least 5 percent of the aggregate amount
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for all governmental and enterprise funds. Any
other fund may be reported as a major fund if
the government’s officials believe that fund is
particularly important to financial statement
users.



Budget Highlights — Policies

Attrition Policy

Policy on Attrition
Purpose:

The City of Royal Oak is facing revenues that are not
sufficient to necessarily meet operating and capital
needs and needs to further reduce its staffing levels
in order to maintain a balanced budget.

Policy:

All City of Royal Oak full-time positions except sworn
police and fire positions that become vacant, for any
reason, may only be filled with specific approval from
the city commission. Such approval shall only be
granted when it can be clearly established that it will
cost more to not fill a position than it will cost to fill a
position or when the position is unique and no other
employee can perform a critical function.

[Adopted 06/02/2008]

[Reaffirmed 06/13/2016]

Capital Asset Policy

Capital Asset Policy

Capital assets are assets with an initial, individual
cost of more than $10,000 and an estimated useful
life in excess of three years. Such assets are
recorded at historical cost or estimated historical cost
if purchased or constructed. Donated capital assets
are recorded at estimated fair value at the date of
donation.

The costs of normal maintenance and repairs that do
not add to the value of the asset or materially extend
the asset’s life are not capitalized.

Major outlays for capital assets and improvements
are capitalized once projects are placed in service.
Interest incurred during the construction phase of
capital assets of business-type activities, if any, is
included as part of the capitalized value of the assets
constructed.

Property, plant, and equipment is depreciated using
the straight-line method over the following estimated
useful lives:

Assets Years
Buildings and renovations 25t0 50
Improvements 10to 20
Infrastructure 15to 50
Vehicles 5t0 8
Equipment 5to0 15
Intangibles 10
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[Adopted 04/06/2009]
[Reaffirmed 06/13/2016]
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Capital Improvement Project Policy

Capital Improvement Project Definition

Capital improvement projects are any project or
physical improvement that results in a permanent
addition to the city’'s capital assets or
revitalization/improvement that extends a capital
asset's useful life or increases its usefulness or
capacity. Qualifying projects must have an estimated
cost of $10,000 or more and an estimated useful life
in excess of three years. Examples include:

1. New and expanded physical facilities for the
community

2. Renovation, reconstruction, repair or major
maintenance to existing facilities

3. Equipment for any public facility or

improvement when first erected or acquired

Major landscape improvement

Utility modification

New construction project

Public improvement projects (road and park

improvements, curbs and gutters, drainage

improvements, sidewalks/bikeway/path

projects, etc.)

No ok

A capital improvement is not a recurring capital outlay
item (such as a motor vehicle) or a maintenance
expense (such as fixing a leaking roof or painting
park benches). Acquisition of equipment is not a
capital project unless it is an integral part of the
capital project.

Explanations of the option type of project are as
follows:

Replacement: Existing improvements that are
deteriorated and need to be replaced and/or
upgraded to continue to provide service and to meet
current codes and regulations.
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Expansion: New improvements that are growth-
related and/or based on projected development.

Economic vitality and diversity: This includes
construction of improvements for promotion of
economic vitality and diversity and to eliminate and
prevent the spread of blight and deterioration to the
city.

Explanation of the options for project priority are as
follows:

Emergency: The project is urgent and must be
completed as soon as possible. This could be a
temporary or permanent repair to major equipment,
facilities or infrastructure. The project must be
complete to protect the health, safety or welfare of
the community.

Regulatory requirement: The project is required by
new legislation, federal guidelines, codes or
regulations. The city may be fined if the project is not
implemented.

Correct existing deficiencies: The project corrects
an existing deficiency to keep the facilities or
infrastructure from becoming an emergency situation.
If the project is not implemented, the health, safety
and welfare of the community may be endangered in
the near future.

Near-term capacity need: The project expands the
capacity of equipment, facilities or infrastructure to
accommodate increasing demand. Failure to address
the project may create public inconvenience or an
emergency situation.

Long-term capacity need/master plan: The project
is identified in the city’s master plan(s).

Availability of funds: The project is addressed if
there is enough outside funding.

[Adopted 04/06/2009]
[Reaffirmed 06/13/2016]
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Debt Management Policy

Background: Debt management policies are written
guidelines and restrictions that affect the amount and
type of debt issued, the issuance process, and the
management of the city’'s debt portfolio. A debt
management policy improves the quality of decisions,
provides justification for the structure of debt
issuance, identifies policy goals, and demonstrates a
commitment to long-term financial planning, including
a multi-year capital plan. Adherence to a debt
management policy signals to rating agencies and
the capital markets that a government is well
managed and should meet its obligations in a timely
manner.

Debt levels and their related annual costs are
important long-term obligations that must be
managed within available resources. An effective
debt management policy provides guidelines to
manage its debt program in line with those resources.

Objective: To manage the debt portfolio to finance
all necessary capital improvements while being
fiscally responsible with the taxpayer's money in a
conservative and prudent manner.

Debt manager and disclosure agent: The director
of finance is the debt manager for all items involving
debt management. The debt manager is the
disclosure agent responsible to develop and conduct
an investor relations program and is the person
authorized to speak externally on behalf of the city
concerning debt. His/her duties include the filing of all
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public records to meet federal and state legislation.
He or she may appoint a member(s) of staff or
consultant to assist in carrying out this mission.

The debt manager shall review this policy at least
annually and recommend revisions as necessary.

Policy:
1. The city shall exhibit purposeful restraint in
incurring debt.
2. The city shall refrain from issuing short-term

debt which requires repeated annual
appropriation.
3. Long-term debt will not be used for

operations with the exception of legacy costs.

4. Long-term debt will be confined to capital
improvements and legacy costs that cannot
be financed from current revenue.

5. The payback period of the debt will not
exceed the expected useful life of the project.

6. Total city debt, including loans and
contractual obligations (e.g. George W. Kuhn
Drain debt), will not exceed ten percent
(10%) of the total taxable valuation of taxable
property.

7. The city will maintain good communications
with bond rating agencies about its financial
condition and will follow a policy of full
disclosure on every financial report and bond
prospectus.

8. The city will strive to have a minimum bond
rating of AA-, or the equivalent, with at least
two (2) qualified bond rating agencies.

[Adopted 6/2/2008]
[Reaffirmed 06/13/2016]
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Fund Balance Policies

Fund Balance Policy — General Fund
Purpose:

To ensure proper stewardship of the City of Royal
Oak’s financial resources, by maintaining the city’s
ability to:

1. Meet liquidity requirements for current and
long-term obligations

2. Manage unexpected revenue shortfalls

3. Accept reasonable uninsured risks, where
advantageous

4. Provide for unanticipated contingencies and
emergencies

5. Provide for long-term budget and tax
stabilization

6. Borrow funds at reasonable interest rates,
when needed

Fund Balance Policy — Non-Major Enterprise Funds

Any transfers from any of the city's non-major
enterprise funds (farmer’s market, ice arena, and
recreation administration) to the city’s general fund
be limited so as not to reduce the net non-capital
assets of the non-major enterprise funds by more
than twenty percent in any given fiscal year.

Fund Balance Policy — Auto Parking Enterprise Fund

WHEREAS, on February 6, 2006, in order to ensure
proper stewardship of the city's financial resources,
the city commission unanimously established a policy
regarding the maintenance of a minimum unassigned
fund balance in the general fund;

WHEREAS, after additional consideration, the city
commission has determined that in order to further
ensure proper stewardship of the city's financial
resources, a policy should also be established to
restrict the level of transfers from the city's parking
fund to the city's general fund in any given fiscal year.
Such a policy will ensure that the city will be able to
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Policy:

BE IT RESOLVED, that it shall be the policy of the
City of Royal Oak to maintain an unassigned fund
balance in the general fund at least equal to ten
percent of budgeted expenditures but not more than

twenty five percent of budgeted expenditures.
[Adopted 2/06/2006; Reaffirmed 06/13/2016]

BE IT RESOLVED, that it shall be the policy of the
City of Royal Oak that any amendment to the city’s
current fund balance policy for the general fund shall
require the affirmative vote of two-thirds of the
members of the city commission.

[Adopted 03/06/2006; Reaffirmed 06/13/2016]

BE IT RESOLVED, that it shall be the policy of the
City of Royal Oak that any amendment to the city’s
current fund balance policy for the non-major
enterprise funds shall require the affirmative vote of
two-thirds of the members of the city commission.

[Adopted 03/06/2006; Reaffirmed 06/13/2016]

properly maintain the assets associated with the
parking fund without having to draw upon the city's
general fund.

THEREFORE, BE IT RESOLVED, that it shall be the
policy of the City of Royal Oak that any transfers from
the city's parking fund to the city's general fund be
limited so as not to reduce the net non-capital assets
of the parking fund by more than twenty percent in
any given fiscal year.

[Adopted 12/04/2006; Reaffirmed 06/13/2016]



Fund Balance Policy — State Construction Code Fund

Purpose:

To help ensure the proper stewardship of the City of
Royal Oak’s financial resources and in an effort to
stabilize the volatility of state construction code fund
(as it is a public safety function) through economic
downturns, a fund balance policy has been
established.

Policy:
That it shall be the policy of the City of Royal Oak to

maintain an unassigned fund balance in the state
construction code fund not less than fifty percent of

Budget Highlights — Policies

budgeted expenditures but not more than one
hundred and fifty percent of budgeted expenditures.

That it shall be the policy of the City of Royal Oak
that any amendment to the city’'s current fund
balance policy for the state construction fund shall
require the affirmative vote of two-thirds of the
members of the city commission.

[Adopted 06/02/2013]
[Reaffirmed 06/13/2016]

Investment Policy

Policy:

It is the policy of the City of Royal Oak to invest its
funds in a manner that will provide the highest
investment return with the maximum security while
meeting the daily cash flow needs of the city and
complying with all state statutes governing the
investment of public funds.

Scope:

This investment policy applies to all financial assets of
the City of Royal Oak, except the financial assets of
the retirement funds. The city’s financial assets are
accounted in the city's annual report and include:

general fund

special revenue funds

debt service funds

capital project funds

enterprise funds

internal service funds

agency funds

Any new fund type established by the city,
unless specifically exempted by the legislative
body.

This investment policy applies to all transactions
involving the financial assets and related activity of all
the foregoing funds.

Objectives:

The primary objectives of the city's investment

activities, in priority order, are:

Safety—Ensuring the safety of principal is the
foremost objective of the investment
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program. Investments shall be undertaken in
a manner that seeks to ensure the
preservation of capital in the overall portfolio
and will employ mechanisms to control risks
and diversify investments regarding specific
types of individual financial institutions.

Liquidity—The investment portfolio shall
remain sufficiently liquid to meet all operating
requirements that may be reasonably
anticipated. Investment maturities shall be
scheduled to coincide with projected cash
flow needs, taking into account large routine
expenditures (payroll, accounts payable,
etc.).

Return on investment—The investment
portfolio shall be designed with the objective
of attaining a market rate of return
commensurate with the portfolio’s level of
investment risk and cash flow characteristics.

Diversification—The investment portfolio will
be diversified by security type and institution
so that potential losses on individual
securities do not exceed the gains generated
from the remainder of the portfolio.

Delegation of Authority to Make Investments:

Authority to manage the city’s investment program is
granted to the city finance director, hereinafter referred
to as investment officer. This authority is derived from
city charter Chap. 3, Sec. 24. No person may engage
in an investment transaction except as provided under
the terms of this policy and any procedures
established by the investment officer. The investment
officer may designate an employee to be



responsible for the day-to-day management of the
portfolio, under the leadership of the investment
officer, and to act on the investment officer’s behalf in
the absence of the investment officer. The investment
officer shall be responsible for all transactions
undertaken and shall establish a system of controls to
regulate the activities of any subordinate official.

Authorized Investments:

The City of Royal Oak, as a public corporation
operating under the laws of the State of Michigan, is
limited to investments authorized by Act 20 of the
Public Acts of 1943, as amended (MCL 129.91 to
129.96). The city has approved investment in the
following authorized investment instruments:

Bonds, securities and other obligations of the
United States or an agency or instrumentality of
the United States.

Certificates of deposit, savings accounts, deposit
accounts, or depository receipts of a financial
institution, but only if the financial institution is
eligible to be a depository of funds belonging to
the state under a rule or law of this state or the
United States.

Commercial paper rated at the time of purchase
within the two highest classifications established
by not less than two standard rating services and
that matures not more than two hundred seventy
days after the date of purchase.

Repurchase agreements consisting of bonds,
securities and other obligations of the United
States or an agency or instrumentality of the
United States.

Bankers’ acceptances of United States banks.

Obligations of this state or any of its political
subdivisions that at the time of purchase are
rated as investment grade by not less than one
standard rating service.

Mutual funds registered under the Investment
Company Act of 1940, title | of chapter 686, 54
Stat. 789, 15 U.S.C. 80a-1 to 80a-3 and 80a-4 to
80a-64, with authority to purchase only
investment vehicles that are legal for direct
investment by a public corporation. This mutual
fund authorization is limited to securities whose
intention is to maintain a net asset value of $1.00
per share. A mutual fund is not disqualified as a
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permissible investment solely by reason of any of
the following:

The purchase of securities on a when-issued
or delayed delivery basis.

The ability to lend portfolio securities as long
as the mutual fund receives collateral at all
times equal to at least 100% of the value of the
securities loaned.

The limited ability to borrow and pledge a like
portion of the portfolio’'s assets for temporary
and emergency purposes.

Obligations described in subsections 5.1
through 5.7 if purchased through an inter-local
agreement under the Urban Cooperation Act,
1967 (Ex Sess) PA 7, MCL 124501 to
124512,

Investment pools organized under the Surplus
Funds Investment Pool Act, 1982 PA 367,
MCL 129.111 to 129.118.

The investment pools organized under the
Local Government Investment Pool Act, 1985
PA 121, MCL 129.141 to 129.150.

It is further understood that investments of certain
bond proceeds may be restricted by covenants in the
bond ordinances.

Authorized Financial Institutions and
Brokers/Dealers:

Investments shall be made only through approved
financial institutions and approved security
broker/dealers and shall be selected to attain a market
rate of return commensurate with the portfolio’s level
of investment risk and cash flow characteristics. The
investment officer, or his/her delegate, shall be
responsible for reviewing financial institutions’ and
broker/dealers’ qualifications and deciding who is
approved to conduct investment business with the city.
The investment officer, or his/her delegate, shall
maintain a list of the approved financial institutions and
broker/dealers. All  financial institutions and
broker/dealers who desire to obtain approval for
conducting investment business with the city must
provide the investment officer or his/her delegate, with
evidence of their creditworthiness and qualifications for
doing business in this State. This evidence includes



audited financial statements, proof of National
Association of Securities Dealers (NASD) certification
(if applicable), proof of qualifications for doing business
in Michigan, a signed agreement to comply with this
investment policy (see Attachment A), and any other
documents required by the investment officer or
his/her delegate.

The investment officer or his/her delegate, shall
conduct an annual review of the financial condition and
qualifications of approved financial institutions and
broker/dealers to determine if they should remain on
the aforementioned list of approved institutions.
Financial institutions and broker/dealers shall provide
the investment officer or his/her delegate, with
documents necessary for the review.

Safekeeping & Custody:

All trades, where applicable, will be executed on a
cash basis or a delivery vs. payment (DVP) basis, as
determined by the investment officer or his/her
delegate. It shall be the responsibilty of the
investment officer, or his/her delegate, to determine
which securities a third party custodian shall hold. A
safekeeping receipt must evidence any securities held
in safekeeping by a third party custodian.

All securities shall be properly designated as assets of
the City of Royal Oak. Securities shall be in the name
of the City of Royal Oak and shall hame the specific
fund from which the instrument was purchased.

Prudence:

In keeping with the investment officer's and his/her
delegate’s fiduciary responsibilities, investments shall
be made with judgment and care, under
circumstances then prevailing, in a manner consistent
with that which persons of prudence, discretion, and
intelligence exercise in the management of their own
affairs. Investments shall be made for investment
purposes, not for speculative purposes, considering
the probable safety of the capital as well as the
probable income to be derived.

The investment officer, or his/her delegate, acting in
accordance with this policy and written procedures and
exercising due diligence, shall be relieved of personal
responsibility for an individual security's credit risk or
market price changes, provided that deviations from
expectations are reported in a timely manner and
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appropriate action is taken to control adverse

developments.
Ethics & Conflicts of Interest:

Officials and employees involved in the investment
process shall refrain from personal business activity
that could conflict with proper execution of the
investment program, or that could impair their abilities
to make impartial investment decisions. Officials and
employees involved in the investment process shall
disclose to the city manager, or confirm the absence
thereof, any material financial interests in financial
institutions or broker/dealers that conduct business
within this jurisdiction. They shall further disclose, or
confirm the absence thereof, any large personal
financial/investment positions that could be related to
the performance of this jurisdiction's portfolio. Officials
and employees shall subordinate their personal
investment interests to those of this city.

Internal Controls

The investment officer shall establish and maintain
written procedures and internal controls for the
operation of the investment program that are
consistent with this investment policy. The internal
control structure shall be designed to provide
reasonable assurance that public funds are protected
from loss, theft, or misuse and that the city complies
with laws governing investment of public funds. These
internal controls shall be reviewed annually by the
independent auditor.

Reporting

The investment officer, or his/her delegate, shall
prepare a monthly report of investment activity. The
report shall be designed to provide a clear picture of
the status of the current investment portfolio and to
allow the city to ascertain if the investment activities
during the reporting period conform to this investment
policy. The monthly reports shall be maintained in
the finance department and shall be available for
review by the general public or by city officials. On
an annual basis, the investment officer shall provide
an annual report of investment activity to the city
commission.

Adoption by City Commission

The city commission has adopted this investment
policy by resolution on 11/16/98.

[Reaffirmed 06/13/2016]
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Retirement (Pension) Contributions Policy

BE IT RESOLVED, the City of Royal Oak shall make
pension contributions to the City of Royal Oak
retirement system or its successor in accordance with
the recommendation of an independent actuarial
valuation which shall be conducted on an annual
basis.

BE IT FURTHER RESOLVED, should the weighted
average percentage contribution for unfunded
actuarial accrued liability recommended by the
actuary fall below 2%, the amortization period shall
be reduced and the contribution recalculated until a
further reduction would result in a percentage in

excess of 2% or until the amortization period is
reduced to 20 years. This reduction in the
amortization period shall be permanent.

BE IT FURTHER RESOLVED, should the unfunded
actuarial accrued liability fall below zero, the
overfunding credit shall be calculated using an
amortization period of not less than 30 years

[Adopted 04/07/2008]
[Reaffirmed 06/13/2016]

Fund Self-Supporting Policy

Policy on funds being self-supportive
Purpose:

To acknowledge and document the expectation of
which funds are sole supportive and which funds will
accept and / or give fiscal transfers (gifts).

General Fund

Major Road Fund

Local Road Fund

Public Safety Fund
Publicity Fund

Solid Waste Fund

Library Fund

Community Development Block Grant Fund
State Construction Fund
ROOTS Fund

Animal Shelter Fund

Police Grants Fund
Miscellaneous Grants Fund
Brownfield Fund

DDA Funds

Policy:

Based on the type of fund and expectations the
following list provides whether a city fund can accept
or provide a fiscal transfer (gifts) between funds.

[Adopted 06/2014]
[Reaffirmed 06/13/2016]

Receive / Provide
Receive / Provide (Local Street Fund only)
Receive

Receive

Receive
Self-supporting
Receive
Self-supporting
Self-supporting
Receive / Provide
Receive
Self-supporting
Self-supporting
Self-supporting
Provide
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Organizational Chart
City of Royal Oak
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Court Administrator

Mayor and City Commission

Probation
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Authorized Full-time Employees by Function/Program*

Function/Program 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18
44th District Court/Probation 21 20 20 22 22 28 28 28
Administrative Services

Manager 15 15 2.5 25 4.5 4.2 4.2 5.0

Attorney 2.5 2.5 2.5 3.5 3.5 3.8 3.8 4.0

City Clerk 4 4 4 5 5 5 5 5

Human Resources 2 2 2 2 3 3 3 4

State Construction Code 5 5 5 6 11 10.5 10.5 13.5

Ordinance Enforcement 4 2 2 5 5 5 5 5

Engineering 9 9 7 7 8 13 13 13

Community Development 4 4 3 3 3 3.5 3.5 3.5

Planning-Block Grant 2 2 1 1 0 0 0 0

Planning-Housing 2 1 1 1 1 1 1 1

Finance / Purchasing 5.6 5 5 5 6 7 7 7

Assessing 4 4 3 3 4 4 4 4

Treasurer / Water Billing 5 5 5 4 4 5 5 5

Information Systems 4 4 4 4 4 4 5 5

Economic Development 0 0 0 0 1 1 1 1

Subtotal 75 70 66 74 85 98 99 104
Library 12 11 10 10 9 8 8 8
Public Safety

Police 77 77 81 96 97 98 98 98

Fire 46 56 56 56 56 56 56 56

Subtotal 123 133 137 152 153 154 154 154
Recreation & Public Services

Public Service

Parks & Forestry 2 8 7 7 7 7 7 7
Building Maintenance 2 2 2 2 2 2 2 2
Highway 0 0 0 0 0 15 15 2.5
Motor Pool 10 9 9 9 9 9 9 9
Electrical 0 0 0 0 0 1 1 1
Solid Waste 15 13 14 14 14 14 14 15
Water Maintenance 12 8 7 7 7 7.5 7.5 7.5
Water Services 5 5 4 4 4 4 4 4
Sewer Maintenance 9 8 7 7 7 7 7 9

Auto Parking 3 3 3 3 3 3 3 3

Recreation 2 2 2 2 2 2 2 2

Ice Arena 1 0 0 0 0 0 0 0

Senior Services 2 1 1 1 1 1 1 1

Subtotal 63 59 56 56 56 59 59 63
Total 273 273 269 292 303 319 320 329

*Report based on home-base allocations not FTE
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All Funds Revenue Summary

Special Debt Internal Component Grand
Revenues General Revenue Service Enterprise Service Unit Total
Taxes 18,585,500 24,458,700 573,000 - - 3,819,230 | 47,436,430
Grants 5,258,500 6,761,240 - - - - | 12,019,740
Licenses, Charges and Fines 9,756,920 3,986,400 - 39,446,250 380,000 - 53,569,570
Interest and Contributions 478,200 533,400 400 11,000 11,985,120 22,500 | 13,030,620
Other 462,000 236,530 - 18,830,500 6,203,560 - | 25,732,590
Transfers - 20,010,000 463,500 803,000 33,500 100,000 | 21,410,000
Total 34,541,120 55,986,270 1,036,900 59,090,750 18,602,180 3,941,730 | 173,198,950

Interest and
Contributions,
13,030,620

City-Wide Revenue

Transfers,
21,410,000

Grants,
12,019,740
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All Funds Expenditure Summary

Special Debt Internal Component Grand
Expenses General Revenue Service Enterprise Service Unit Total
Personnel
Services 7,940,960 27,637,830 - 3,111,190 1,705,180 122,710 40,517,870
Supplies 383,280 1,414,660 - 921,230 1,126,700 2,500 3,848,370
Capital 332,000 8,241,790 - 32,554,390 2,349,000 - 43,477,180
Other 31,000,860 14,267,790 462,720 25,969,270 14,562,940 2,489,880 88,753,460
Debt 2,439,820 10,432,740 630,780 3,618,220 614,450 - 17,736,010
Total 42,096,920 61,994,810 1,093,500 66,174,300 20,358,270 2,615,090 | 194,332,890

City-Wide Expenditures

Debt,
17,736,010

Personnel
Services,
$40,517,870

Supplies,
3,848,370
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General & Special Revenue Funds Summary

Special Grand

Revenues General Revenue Total
Taxes $ 18,585,500 $ 24,458,700 $ 43,044,200
Grants 5,258,500 6,761,240 12,019,740
Licenses, Charges and Fines 9,756,920 3,986,400 13,743,320
Interest and Contributions 478,200 533,400 1,011,600
Other 462,000 236,530 698,530
Transfers - 20,010,000 20,010,000
Total $ 34,541,120 $ 55,986,270 $ 90,527,390

General and Special Revenue Funds
Revenue

Other, 698,530

Interest and
Contributions,
1,011,600

Licenses,
Charges and
Fines,
13,743,320
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General & Special Revenue Funds Expenditures Summary

Special Grand

Expenses General Revenue Total
Personnel Services $ 7,940,960 $ 27,637,830 $ 35,578,790
Supplies 383,280 1,414,660 1,797,940
Capital 332,000 8,241,790 8,573,790
Other 31,000,860 14,267,790 45,268,650
Debt 2,439,820 10,432,740 12,872,560
Total $ 42,096,920 $ 61,994,810 $ 104,091,730

General and Special Revenue Funds
Expenditures

Debt,
12,872,560

Personnel
Services,
$35,578,790

Supplies,

) 1,797,940
Capital,

8,573,790
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FINANCIAL TRENDS

The financial trends in this section of the budget report show year-to-year
comparisons and projections in the following categories.

Taxable Value Tax Allocation

City Millage Rates State Shared Revenue
Millage Summary Interest Income
Millage Rate Comparison Debt Projections
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Taxable Values and Millage Rates

Taxable Value: Residential + Business
Ten Years Actual & Two Years Projected

$2,500,000,000

$2,000,000,000

$1,500,000,000

$1,000,000,000

$500,000,000

$0

2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18

ORESIDENTIAL OBUSINESS

Taxable value, the basis for tax revenue,
increased 4.66% based on valuations after the
March board of review process. All property tax
classes increased except industrial property.
Although, there is new personal property tax

personal property tax value increased for fiscal
year 2017-18. For the forecasted years in the
budget, Royal Oak's taxable values are
projected to increase an average of 2.5% each
year.

legislation allowing exemptions, the city’s

Fiscal By Class

Year RESIDENTIAL | COMMERCIAL INDUSTRIAL PERSONAL TOTAL CHANGE
2008-09 | 1,889,916,570 393,623,270 58,732,400 113,121,190 2,455,393,430 0.85%
2009-10 | 1,859,817,935 413,633,900 57,320,450 111,014,890 2,441,787,175 -0.55%
2010-11 | 1,688,549,090 403,781,590 54,329,690 116,007,990 2,262,668,360 -7.34%
2011-12 | 1,648,632,770 396,588,890 43,977,480 119,051,890 2,208,251,030 -2.41%
2012-13 | 1,626,988,850 391,226,770 41,045,340 137,095,330 2,196,356,290 -0.54%
2013-14 | 1,671,311,400 379,835,840 36,914,920 135,277,840 2,223,340,000 1.23%
2014-15 | 1,724,404,970 375,365,660 36,935,510 131,328,570 2,268,034,710 2.01%
2015-16 | 1,799,260,920 378,983,060 37,730,500 142,368,610 2,358,343,090 3.98%
2016-17 | 1,879,373,700 393,810,370 39,070,030 123,548,190 2,435,802,290 3.28%
2017-18 | 1,974,284,140 405,165,090 38,888,620 131,044,220 2,549,382,070 4.66%
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Taxable Values and Millage Rates
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Taxable Value
Percent Change By Year

8%
6%
4%
2%
0%
-2%
-4%
-6%
-8%
-10%
2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18
—e—RESIDENTIAL  —=®— BUSINESS TOTAL
RESIDENTIAL BUSINESS
Year $ % $ %

2008-09 1,889,916,570 5.0% 565,476,860 6.0%

2009-10 1,859,817,935 -1.6% 581,969,240 2.9%

2010-11 1,688,549,090 -9.2% 574,119,270 -1.3%

2011-12 1,648,632,770 -2.4% 559,618,260 -2.5%

2012-13 1,626,988,850 -1.3% 569,367,440 1.7%

2013-14 1,671,311,400 2.7% 552,028,600 -3.0%

2014-15 1,724,404,970 3.2% 543,629,740 -1.5%

2015-16 1,799,260,920 4.3% 559,082,170 2.8%

2016-17 1,879,373,700 4.45% 556,428,590 -0.47%

2017-18 1,974,284,140 5.1% 575,097,930 3.4%
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Taxable Values and Millage Rates

Proposal A Effect in Royal Oak

Taxable Value v. Assessed Valuation
(Values are in Millions)

constitution changing the property taxation base
from state equalized value (SEV) to taxable
value (TV). The annual increase in taxable value
to each parcel is limited by the parcel's SEV or
to the rate of inflation (CPI) or 5% whichever is
less. The city’s allowable inflation rate multiplier

ASSESSED TAXABLE LOSS
VALUE VALUE INCREASE
July 1 (SEV) (TV) LOSS (DECREASE)
2000 2,075 1,652 423 79
2001 2,209 1,739 470 47
2002 2,439 1,841 598 128
2003 2,603 1,938 665 67
2004 2,746 2,038 708 43
2005 2,872 2,157 715 7
2006 3,013 2,300 713 (2)
2007 3,114 2,435 679 (34)
2008 2,986 2,455 531 (148)
2009 2,808 2,442 366 (165)
2010 2,462 2,263 199 (167)
2011 2,335 2,208 127 (72)
2012 2,279 2,196 83 (44)
2013 2,320 2,223 97 14
2014 2,497 2,268 229 132
2015 2,694 2,358 336 107
2016 2,853 2,435 418 82
2017 3,082 2,549 533 115
Proposal A of 1994 amended the State for fiscal year 17-18 is only 0.9%. The chart and

graph show the widening result of this through
2005 when the gap reached a high of $715
million. After 2005, the trend reversed and the
gap began to close until 2014. In 2014, the loss
gap had begun to widen again and continues to
expand significantly in 2017.

Taxable Value + Loss = Assessed Value
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$3,000
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$2,000
$1,500
$1,000
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City Tax Rate

Taxable Values and Millage Rates

o 14
o 12
< 10
—
~ 8
D
o 6
~ 4
12 2

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18

B General O Publicity B Waste

B Library ODebt OPublic Safety

O Local Roads
Millage Rate 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 | 2017-18
General Operations 7.3947 | 7.3947 | 7.3947 | 7.3947 | 7.3695| 7.2899 | 7.2031
Publicity 0.0239 | 0.0225| 0.0223| 0.0218 | 0.0212 | 0.0206 | 0.0195
Solid Waste 3.0129 | 3.0129 | 3.0129| 3.0129| 26026 | 2.9700 | 2.9346
Library 0.9597 | 0.9597 | 0.9597 | 0.9597 | 0.9564 | 0.9460 | 0.9347
Fire Debt Retirement 0.3338 | 0.3363| 0.3006 | 0.2910| 0.2770| 0.2665 | 0.2400
Public Safety 0.0000 | 3.4750| 3.4750| 3.9750| 3.9614| 3.9186| 3.8719
Local Roads 0.0000 | 0.0000 | 0.0000 | 2.5000 | 2.4915 | 2.4645 | 2.4351

TOTAL 11.7250 15.2011 15.1652 18.1551 17.6796 17.8761 | 17.6389
Downtown Development Authority - Specific Tax Rate - Operations

DDA Operating Levy 1.6477 1.6477 1.6477 1.6477 1.6477 1.6146 1.6146
City & DDA Operations | 13.3608 | 16.8488 | 16.8129 | 19.8028 | 19.3273 | 19.4907 | 19.2535
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General Operating Levy

City Charter amendment 04/01/1957

Up to 11.0000 mills authorized by the charter (limited
to 7.2031 mills by Headlee rollback) for any
governmental purpose. A 7.2031 mills levy is
budgeted for fiscal year 2017-18.

Publicity Levy

Public Act 359 of 1925 - MCL 123.881 Publicity
tax; limit. Sec. 1. [Excerpt]

The common council of any city ... in this state, shall
have the power to levy a special tax not to exceed in
any 1 year 4 mills on the dollar of the assessed
valuation of all taxable property within the said city or
village, to be used for advertising, exploiting and
making known the industrial, commercial, educational
or recreational advantages of the said city ..., and to
establish recreational and educational projects for the
purpose of encouraging immigration to, and
increasing the trade, business and industries of the
said city or village: Provided, however, that such tax
levy shall not exceed 50,000 dollars in any 1 year. A
levy of 0.0195 mill is budgeted.

Refuse Levy

Public Act 298 of 1917 as amended-MCL 123.261
Garbage disposal plants or systems in cities
[Excerpt, underlining added] Sec. 1.

(1) The city council of a city, whether organized under
the general law or special charter, ... may establish
and maintain garbage systems or plants for the
collection and disposal of garbage in the city or
village, and may levy a tax not to exceed 3 mills on
the taxable value of all taxable property in the city or
village according to the valuation of the property, as
made for the purpose of state and county taxation by
the last assessment in the city or village for these
purposes (2) As used in this act,
“garbage” means any putrescible and non-putrescible
solid wastes, except body wastes, and includes
ashes, incinerator ash, incinerator residue, street
cleanings, solid market wastes, solid industrial
wastes, and also rubbish including such items as
paper, cardboard, tin cans, yard clippings, wood,
glass, bedding, crockery, and litter of any kind. The
Headlee millage limitation and the levy is 1.9640
mills.

Refuse Levy

City Charter amendment 08/02/2016

As authorized in a city charter amendment this
millage was first levied in the summer of 2007.
Therefore, it expired after the 2011 levy. It was
renewed in November 2011 and again in August
2016 for five years. The renewal allows the city to
levy up to 1.000 mill, to defray the costs of refuse
collection, disposal and curbside recycling. The
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Headlee millage limitation is 0.9706 mill. This millage
is budgeted for 0.9706 in fiscal year 2017-18.

Library Operations Levy

Public Act 164 of 1877 as amended-MCL 297.210a
Free Public Library in the city.

Voter approved millage 11/04/2003

Up to 1.0000 mill is authorized for reconstructing,
furnishing, equipping and operating the city’s existing
library for 20 years. The millage expires after 2023.
The Headlee limitation and levy is 0.9347 mill for
fiscal year 2017-18.

Fire Bond Debt Service Levy

P.A. 31 of 1948 (1*' Ex. Session) as amended
Voter approved bond issue 05/15/2001

A full faith and credit tax millage authorized to pay
debt service of building authority series 2001A bonds.
This issuance was advance refunded in 2012 and is
now called series 2012. This millage expires after
2021. A reduced millage rate due in part to refunding
is budgeted at 0.2400 mill for fiscal year 2017-18.

Public Safety Levy

City Charter Amendment 11/08/2016

Authorized in chapter 8, section 11 (as amended) in
the city charter, this language allows the city to levy a
millage for a period not to exceed five (5) years of up
to 3.975 mills, to defray the costs for police, fire and
emergency medical services. On November 8, 2016
the voters of Royal Oak approved the renewal of this
millage and it is on the winter tax bill. The fiscal year
2017-18 budget provides for a levy of 3.8719 mills.

CITY OF ROYAL OAK DOWNTOWN
DEVELOPMENT AUTHORITY

DDA General Operations Levy

P.A. 197 of 1975 DDA Act-MCL 125.1662 Ad
valorem tax--Commission adopted 11/02/1976
Sec. 12. (1) An authority with the approval of the
municipal governing body may levy an ad valorem
tax .... in the downtown district. The tax shall be .....
not more than 2 mills if the downtown district is in a
municipality having a population of less than
1,000,000. This is only for the purposes provided by
Act 197 beginning with the duty to correct and
prevent deterioration in business districts. The levy is
budgeted at 1.6146 mills for fiscal year 2017-18 and
is also the maximum due to the Headlee limitation.
This millage is not reduced by Headlee this year.



Road Levy

City Charter amendment 11/04/2014

As authorized in a city charter amendment this
millage was first levied in the winter of 2014, this
language allows the city to levy up to 2.5 mills for a
period not to exceed ten (10) years beginning on

Financial Trends — Millage Rates

December 1, 2014, to defray costs for maintaining,
repairing, and reconstructing roads and right of ways
in the City of Royal Oak. Voters approved this millage
on November 4, 2014 and it was immediately placed
on the winter tax bill in the amount of 2.5 mills. The
fiscal year 2017-18 budget provides for a levy of
2.4351 mills.

FY 2016-2017 Millage Rate Comparison
(Average Millage Rate = 18.40)

Blue bar represents a bordering neighbor
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14 7614
| 153180
| 158215
| 15.0054
| 16.1435

13.0777

15

10,3989
10,4345
10.4499
10.4608
10,9843
11,2998
12.0249

9.9500

10

| 381918

| 369308

| 26.3808
| 26.5499
| 26.5609

| 17.0011
| 17.8389
| 19.6444
| 21.2207
| 21.7722
| 21.0599
| 22.3771
| 226858
| 230150

| 16.4522
| 16.5781

Orchard Lake | | 7.8332
Novi |
Troy |
Fenton |
Lake Angelus |
Rochester Hills |
Bloomfield Hills |
Auburn Hills |
Rochester |
Keego Harbor |
Birmingham |
Wixom |

Berkley

Farmington Hills

South Lyon

Northville
Farmington
Pontiac |
Royal Oak |
Clarkston Village |
Walled Lake |
Sylvan Lake |
Pleasant Ridge
Huntington Woods |
Lathrup Village |
Madison Heights |
Southfield |
Ferndale |
Clawson
Qak Park |
Hazel Park |

City of Royal Oak millage rate is for fiscal year 17-18. Updated rates for the balance of
Oakland county communities are not available until October.
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Financial Trends — Millage Rate Comparison
-

Where Your Tax Dollar Goes

Library $0.02

Solid Waste $0.07
Fire Debt $0.01

Public Safety $0.09 Local Roads $0.06

/_ Public Safety $0.01
General Government

Other $0.18 $0.13

Oakland County $0.14

Public Works $0.02

Intermediate Schools V
$.08 /

Community College
— General
$0.04 Q Fund $0.02
State Education $0.14 \ —_— Royal Oak Schools
$0.17
m Royal Oak Schools m State Education = Community College  m Intermediate Schools
® Oakland County ® Solid Waste m Library ® Fire Debt
m Public Safety ® Local Roads ] = Public Safety
General Government Public Works Other

43% of taxes support city services in Royal Oak. 57% of real tax revenue supports the county and
schools.
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Financial Trends — State Shared Revenue

General Fund State Shared Revenue
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The Michigan legislature has dramatically
reduced distributions of state shared revenue of
sales tax receipts since fiscal year 1999-2000.
The formula was fully funded in 2001 but
population dropped in the 2010 census. The
constitutional formula is set by the voters and
cannot be affected by the legislature.
Statuary/CVTRS payments to the city have been
lower each year than its peak since 2000. First
there were challenges to the Headlee tax rate
limits, and then by Proposal A to taxable value.
The past seventeen years, local governments
have had to contend with the dilemma that state

- Actual

shared revenue is drastically reduced. This
leaves the local unit of government with the
position of having to reduce services or find
some creative way to raise new revenue (which
has its restrictions), such as new voter approved
millages. The full CVTRS (formerly EVIP)
funding has been budgeted for fiscal year 2016-
17 and a slight increase is budgeted for fiscal
year 2017-18, based on the State of Michigan’s
projection. However, as the graph illustrates,
funding is down $2.129 million since the high in
1999-2000 (not adjusted for inflation).
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Financial Trends — State Shared Revenue

State Shared Revenue

Fiscal
Year Constitutional — Statutory Actual
1996 5,975,120
1997 3,914,919 2,578,011 6,492,930
1998 3,978,040 2,874,568 6,852,608
98-99 4,094,535 2,831,659 6,926,194
99-00 4,433,959 3,046,331 7,480,290 Formula revised
00-01 3,897,555 3,393,244 7,290,799
01-02 3,937,256 2,838,283 6,775,539 Uses 2000 census; fully funded
02-03 4,003,913 2,436,424 6,440,337 Reductions begin anew
03-04 3,960,423 1,827,848 5,788,271
04-05 4,054,936 1,670,243 5,725,179
05-06 4,123,971 1,537,506 5,661,477
06-07 4,038,279 1,456,481 5,494,760
07-08 4,173,107 1,319,767 5,492,874
08-09 3,935,742 1,319,775 5,255,517
09-10 3,815,174 859,079 4,674,253
10-11 3,861,430 812,823 4,674,253
11-12 4,110,082 582,777 4,692,859 EVIP Implemented
12-13 4,195,175 624,402 4,819,577
13-14 4,293,557 654,486 4,948,043
14-15 4,416,029 612,393 5,028,420 CVTRS Implemented
15-16 4,369,203 674,467 5,073,238
Projected 16-17 4,393,000 674,000 5,067,000
Projected 17-18 4,493,000 674,000 5,167,000

*Does not include projected personal property tax reimbursement, as this is recorded in property tax line
item in each fund with a millage.
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Financial Trends — Interest Income

General Fund Interest Revenue
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As recent as seven years ago, funds were able
to significantly supplement operations with
interest income earned on cash balances.
Unfortunately, this has changed. Interest rates
earned on the city’s cash have fallen drastically
as well as certain cash levels from which interest
rates are calculated. In fiscal year 2007-08, the
general fund earned nearly $1.5 million to help

offset its operating expenditures. The general
fund fiscal year 2017-18 interest income is
budgeted at $400,000 due to rising interest
rates. However, it is nearly $1.362 million less
than the peak in fiscal year 2007-08. The all
funds interest revenue includes trust and agency
funds.

All Funds Combined Interest Revenue
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Financial Trends — Fund Debt Projections
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*Charts do not include debt issuance in the adopted budget



Fiscal
Year

Ending

6/30/2016
6/30/2017
6/30/2018
6/30/2019
6/30/2020
6/30/2021
6/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030
6/30/2031
6/30/2032
6/30/2033
6/30/2034
6/30/2035
6/30/2036
6/30/2037
6/30/2038

Financial Trends — Fund Debt Projections

Debt Schedule

Annual
Debt
Service

2,190,144
6,744,917
16,980,479
16,808,117
16,585,496
16,373,625
15,551,754
14,425,343
14,130,633
11,937,265
11,912,086
11,189,278
11,188,557
11,155,316
10,181,152
10,176,600
10,183,358
8,994,219
9,000,445
9,000,466
8,994,880
8,993,007
8,993,943

53

Principal
Outstanding

187,036,861
181,605,265
171,262,917
160,347,931
149,407,685
138,424,766
127,990,583
118,398,719
108,817,980
101,140,639
93,228,496
85,773,802
78,051,167
70,075,000
62,780,000
55,195,000
47,290,000
40,265,000
32,920,000
25,235,000
17,200,000
8,795,000
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Financial Trends — Tax Revenue vs. DB Pension and OPEB Contributions

Fiscal Year

2007-08
2008-09
2009-10
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18

General Fund

Unassigned fund balance as a percentage of expenditures
Fiscal Year 2007-08 to 2017-18

Expenditures

Estimated
Estimated

34,344,518
35,133,900
36,469,831
34,800,450
33,696,290
27,949,060
29,019,450
30,512,890
33,808,180
40,123,140
42,096,920

Unassigned
Fund Balance

7,928,121
8,323,551
5,233,096
5,221,748
4,374,352
7,391,788
11,149,200
13,085,091
14,481,359
14,949,419
6,356,619

Percent
23.1%
23.7%
14.3%
15.0%
13.0%
26.4%
38.4%
42.9%
42.8%
37.3%
15.1%

The Royal Oak City Commission has set the goal for the general fund to maintain unassigned
fund balance of not less than 10% and not more than 25% of expenditures. The general fund is
combined with the public safety fund unassigned fund balance since it significantly funds police,
fire, and EMS operations. The budgeted unassigned fund balance for fiscal year 2017-18 is
estimated at $6,356,619 or 15.1%.
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Financial Trends — Tax Revenue vs. DB Pension and OPEB Contributions
|

General Fund Tax Revenue vs Actual/Budgeted Defined
Benefit Pension/OPEB Contributions and Debt Service
Payments

20,000,000
18,000,000
16,000,000
14,000,000 -
12,000,000 -
10,000,000 -
8,000,000 -
6,000,000 -
4,000,000 -
2,000,000 -

2012-13  2013-14  2014-15 2015-16  2016-17  2017-18
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General Fund Tax Revenue vs. Defined Benefit
Pension/OPEB Actuarially Derived Annual Required
Contributions and Debt Service
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The graphs illustrate that the city’s OPEB ARC is not a required annual

combined pension and OPEB actuarially
derived ARC exceeds the general fund
millage revenue in the past five years. In
accordance with state requirements the
city has contributed the full pension ARC
however the city hasn’'t contributed the
full OPEB ARC in some of these years.

contribution as pension. The top graph
illustrate that for fiscal year 2017-18 the
city is budgeting to contribute the full
pension and OPEB ARCs and
pension/OPEB debt service. The
contribution is not in excess of the total
general fund tax revenue for fiscal year
2017-18.



General Fund
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General Fund

GENERAL FUND

The general fund is the city’s major operating fund accounting for all
financial resources of the city except those required to be accounted for in
another fund. Property taxes from the city’s general tax millage/levy and
state shared revenue are recorded in this fund. General administration and
some public works functions are services provided from this fund.

Mayor/Commission - 101.101
Court — 101.136

Probation — 101.151
Manager — 101.172

Elections — 101.191

Finance — 101.201

Assessor — 101.209

Attorney — 101.210

Clerk — 101.215

Human Resources — 101.226
Administration — 101.248
Treasurer — 101.253

City Office Building — 101.265

Parks & Forestry — 101.266
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Building Maintenance — 101.267
Ordinance Enforcement 101-372
Community Development — 101.400
Animal Protection Services —101.430
Electrical — 101.443

Engineering — 101.447

Street Lighting — 101.448

Economic Development — 101.728
Community Engagement — 101.747
Cable Communications — 101.834
Community Promotion — 101.835
Dream Cruise — 101.836

Arts, Beats and Eats — 101.837

Transfers-Out — 101.965



The mission of the general fund is to record
all revenue not required by state statute or
local law to be reported separately, and to
show the legal expenditure of those monies.

The general fund is typically the largest
operating fund of any municipality. The City of
Royal Oak is no exception; its revenue exceeds
$33.3 million (including transfers-in from other
funds).

Approximately 78% of general fund revenue is
from property taxes, state grants, fines and

General Fund Summary

forfeitures, licenses and permits, and charges
for services. Property tax revenue alone makes
up over half of revenue. The base operating
millage is authorized by the city charter in
chapter 8 section 4.11(a).

A secondary source of general fund revenue
includes interest and rentals, contributions and
donations, other revenue.

GOALS

1. Provide for the proper collection of revenue
to defray the cost of service delivery for the
general purpose operations of the City of
Royal Oak.

OBJECTIVES

o Review fees and charges for services to
ensure that they cover the full cost, or a
pre-determined percentage thereof, of
providing the service. ®%*-*
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Significant Revenue, Expenditure, Staff & Program Notes - Fiscal Year 2017-2018:

REVENUES - Total general fund revenue (not including transfers-in) is budgeted to increase 2.4% / $803,000
relative to fiscal year 16-17 estimated year-end revenue. Tax revenue for the city is budgeted to increase
$650,000 for fiscal year 17-18. The forecast assumes a 2.5% increase in tax revenue after fiscal year 17-18.
State shared revenue, another significant revenue source, is budgeted to increase 2%/ $100,000 based upon the
State of Michigan’s published projection. Indirect cost revenue (fee charged to other city funds for general fund
central services) is increasing 13.6%/ $252,480 due to increased central services costs. Landlord licenses are
budgeted to increase 30.9%/$85,000 based upon the cyclical billing nature of this fee. Interest income is
budgeted to increase approximately 44.9%/$124,000 due to increased interest rates. Tower lease revenue is
budgeted to decrease 54.4%/$57,600 due to one-time tower revenues received in fiscal year 16-17.
Reimbursements are budgeted to decrease by $222,270 to $0, due to one-time insurance reimbursement in fiscal
year 16-17.

TRANSFERS-IN Total transfers-in are decreasing by $6,853,390 relative to fiscal year 16-17 estimated year-end.
This is due to one-time lookbacks from the workers compensation ($1,613,350), medical ($3,585,950) and
general liability ($1,654,090) self-insurances funds that will be requested in the final budget amendment for fiscal
year 16-17. The lookbacks are recommended due to the over accumulation of monies in the self-insurance funds
as the lookback provides for the distribution to be returned proportionately to the fund that paid. (It is
recommended that the self-insurance funds distribute any monies beyond the amount of the funds’ liability plus 60
days of operating expenses.) The forecast includes $1,347,500 transfer-in from the DDA TIF fund as
reimbursement for the Royal Oak City Center (ROCC) project. Of the $1,347,500, $610,000 is budgeted to be
transferred in each year for only ten years as reimbursement for the developer fee (a plan for years eleven
through twenty-five of the bond will need to be determined still) and $737,500 reimbursement each year for 25
years (assuming the term of the bond is 25 years) to cover the central park related portion of the project.

EXPENDITURES - Total general fund expenditures (excluding transfers-out and one-time developer payment of
$6.1 million) are budgeted to increase 5.7% / $843,621 relative to fiscal year 16-17 estimated year end
expenditures, mostly due to increases in wages. The specific expenditure details are noted in the significant notes
section within each cost centers. For fiscal year 17-18, pension and OPEB unfunded actuarial accrued liability
(UAAL) contributions are not existent therefore not in personnel costs (with the exception of police and fire
pension UAAL) due to the recent bond issuances. Instead, there is a debt payment in the city administration cost
center. The forecast assumes that there is not a future UAAL contribution for the legacy costs that were bonded.

TRANSFERS-OUT Transfer- out to the public safety fund is budgeted at $18.7 million, the same as the fiscal year
16-17 estimated year-end transfer. The forecast estimates that the transfer will be as high as $19.6 million by
fiscal year 21-22. $350,000 transfer-out to senior center fund is budgeted to continue and it is estimated that the
transfer will need to increase to $450,000 in fiscal year 21-22. The 17-18 budget has a transfer to ROOTSs in the
amount of $15,000 for the commission for the arts. The fiscal year 16-17 estimated year-end provides for a
$5,750,000 transfer to the capital fund for the ROCC project. The 17-18 budget provides for an $800,000 interest
payment on the ROCC project, and the forecast provides for $2.4 million transfer annually for the ROCC debt
payment.

FUND BALANCE - The fiscal year 17-18 budget provides for the use of $7,555,800 from fund balance as a
revenue source to fund expenditures and transfers-out and the ending fund balance level is projected at 17.5%
which is within the fund balance policy (fund balance policy is 10% to 25% of expenditures). The forecast shows
the continued structural deficit with use of fund balance of approximately $700,000 annually and the last year of
the forecast ending with a fund balance of $4.7 million / 12%. A combined general fund and public safety fund of
9.3% is forecasted by fiscal year 21-22.

The balance of noteworthy program information can be found in the significant note section (an orange
box) within each of the budget document cost centers.
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General Fund Summary

Budget Summary

2016-2017 2017-2018 2018-2019 2019-2020 2020-2021 2021-2022
Estimated Adopted Projected Projected Projected Projected
General Fund Summary Year End Budget Budget Budget Budget Budget
Beginning Fund Balance 14,481,359 14,949,419 7,393,619 6,683,049 5,984,329 5,389,469
Revenues 33,737,810 34,541,120 35,233,330 35,861,500 36,586,040 37,247,350
Expenditures 40,123,140 42,096,920 37,291,400 37,907,720 38,528,400 39,258,890
Net (6,385,330) (7,555,800)  (2,058,070) (2,046,220) (1,942,360) (2,011,540)
Transfers from other funds 6,853,390 - 1,347,500 1,347,500 1,347,500 1,347,500
Net Change in Fund
Balance 468,060 (7,555,800) (710,570) (698,720) (594,860) (664,040)
Ending Fund Balance 14,949,419 7,393,619 6,683,049 5,984,329 5,389,469 4,725,429
Fund Balance as a
percentage of Expenditures 37.26% 17.56% 17.92% 15.79% 13.99% 12.04%
Public Safety Beginning
Fund Balance 2,046,139 216,839 233,039 299,279 307,339 243,509
Public Safety Revenues 10,368,420 10,717,920 10,951,800 11,191,520 11,437,240 11,689,100
Public Safety Expenditures 31,437,720 29,941,720 30,125,560 30,723,460 31,341,070 31,979,080
Net (21,069,300) (19,223,800)  (19,173,760)  (19,531,940) (19,903,830) (20,289,980)
Transfers from other funds 19,240,000 19,240,000 19,240,000 19,540,000 19,840,000 20,140,000
Net Change in fund balance (1,829,300) 16,200 66,240 8,060 (63,830) (149,980)
Public Safety Ending Fund
Balance 216,839 233,039 299,279 307,339 243,509 93,529
General Fund and Public
Safety combined Fund
Balance as a percentage of
Expenditures 28.69% 14.30% 14.33% 12.68% 11.14% 9.33%

Note: Ending fund balance includes assigned fund balance for general fund and public safety
employee bank payouts.
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General Fund Summary

Revenues
Licenses, Interest
Charges and
101-000 REVENUE Taxes Grants and Fines | Contributions Other Transfers Total
2013-2014 Actual 16,748,700 | 5,054,140 8,813,980 235,520 | 872,850 | 1,034,490 | 32,759,680
2014-2015 Actual 17,226,150 | 5,101,040 8,807,460 131,320 | 496,750 | 1,057,820 | 32,820,540
2015-2016 Actual 17,848,720 | 5,412,470 9,802,790 171,450 | 528,370 | 1,367,380 | 35,131,180
2016-2017 Original Budget 17,955,000 | 5,508,500 9,373,640 151,900 | 521,000 0 | 33,510,040
2016-2017 Adjusted Budget
(Dec) 17,880,000 | 5,508,500 9,373,640 228,900 | 779,000 0 | 33,770,040
2016-2017 Six Month Actual 17,392,750 | 1,806,010 4,885,620 139,920 | 402,240 0 | 24,626,540
2016-2017 Estimated Year End 17,935,500 | 5,158,500 9,510,700 411,800 | 721,310 | 6,853,390 | 40,591,200
2017-2018 Dept Request 18,585,500 | 5,258,500 9,756,920 478,200 | 462,000 0 | 34,541,120
2017-2018 Manager's Budget 18,585,500 | 5,258,500 9,756,920 478,200 | 462,000 0 | 34,541,120
2018-2019 Projected Budget 19,044,130 | 5,361,840 9,887,160 478,200 | 462,000 | 1,347,500 | 36,580,830
2019-2020 Projected Budget 19,514,220 | 5,467,250 9,939,830 478,200 | 462,000 | 1,347,500 | 37,209,000
2020-2021 Projected Budget 19,996,060 | 5,574,770 | 10,075,010 478,200 | 462,000 | 1,347,500 | 37,933,540
2021-2022 Projected Budget 20,489,950 | 5,684,440 | 10,132,760 478,200 | 462,000 | 1,347,500 | 38,594,850
Expenditures
Personnel
General Fund Services Supplies Capital Other Debt Total
2013-2014 Actual 27,827,490 491,440 78,520 22,509,138 0 50,906,588
2014-2015 Actual 8,124,030 321,330 136,830 21,925,140 0 30,507,330
2015-2016 Actual 9,093,950 590,580 299,460 23,816,900 0 33,800,890
2016-2017 Original Budget 9,704,030 378,000 838,000 25,132,480 0 36,052,510
2016-2017 Adjusted Budget (Dec) 9,749,780 406,250 689,000 25,544,980 0 36,390,010
2016-2017 Six Month Actual 4,513,520 195,410 77,170 12,728,920 0 17,515,020
2016-2017 Estimated Year End 9,537,410 408,460 397,310 29,779,960 0 40,123,140
2017-2018 Dept Request 7,940,960 383,280 332,000 31,000,860 2,439,820 42,096,920
2017-2018 Manager's Budget 7,940,960 383,280 332,000 31,000,860 2,439,820 42,096,920
2018-2019 Projected Budget 8,180,800 383,280 0 26,288,100 2,439,820 37,292,000
2019-2020 Projected Budget 8,428,760 383,280 0 26,657,080 2,439,820 37,908,940
2020-2021 Projected Budget 8,685,240 383,280 0 27,021,910 2,439,820 38,530,250
2021-2022 Projected Budget 8,950,420 383,280 0 27,487,870 2,439,820 39,261,390
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The mission of the mayor and commission is
to govern the City of Royal Oak in such a
manner as to provide a safe, healthy and
sustainable community.

As provided for in the city charter, Royal Oak
has a commission-manager form of government.
A commission consisting of a mayor and six
commissioners has full power and authority,
except as herein otherwise provided, to exercise
all the powers conferred upon the city.

The commission appoints the manager as the
chief administrative officer of the city. The
commission selects the city manager on the
basis of his executive and administrative
qualifications.

The commission constitutes the legislative and
governing body of the city, possessing all the
powers herein provided for, with power and
authority to pass ordinances and adopt
resolutions as they shall deem proper in order to
exercise any or all of these powers possessed
by the city.

The members of the commission are elected on
a non-partisan ballot by the city at large. Any
person to be eligible for the office of mayor or
commissioner shall have been a resident of the

Mayor and City Commission

territory included in the City of Royal Oak at
least one year immediately preceding election.

The commission is composed of six
commissioners and a mayor elected by the city-
at-large on a nonpartisan ballot. Three
commissioners are elected to four-year terms
every two years to ensure experienced
legislators at all times. The mayor is elected for
a two-year term.

The mayor is the presiding officer of the
commission. In the absence of the mayor, the
mayor pro-tem is the presiding officer.

Each elected official has one vote that can be
cast on each motion. Appointed officials do not
have a vote. Four members of the commission
constitute a quorum and may conduct city
business. Ordinance and resolutions require four
affirmative votes to be approved.

City commission meetings are held every
second and fourth Monday of the month (with
some exceptions) at 7:30 p.m. in the
commission chambers of city hall at 211
Williams. Meetings are open to the public and
are broadcast on WROK channels 55/10.

GOALS

1. Perform all city operations as efficiently and
effectively as possible.

2. Insure the financial sustainability of the city.

OBJECTIVES

e Provide additional budgetary resources
for staff and commissioner training.®%*"*

. Lobbg Lansing to allow a liquor excise

GOAL 2

tax.

e Work with state legislators to amend a
broken municipal financing model.®°*-2

e Complete the development of city hall,
the Gpolice department and central
park. OAL1
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Mayor and City Commission
I ———————————————

Budget Summary

Expenditures

Personnel

101-101 MAYOR/COMMISSION Services Supplies Capital Other Debt Total
2013-2014 Actual 4,650 950 4,280 18,480 0 28,360
2014-2015 Actual 5,720 130 0 18,630 0 24,480
2015-2016 Actual 4,440 190 0 26,730 0 31,360
2016-2017 Original Budget 4,660 600 0 29,100 0 34,360
2016-2017 Adjusted Budget (Dec) 4,660 600 0 29,100 0 34,360
2016-2017 Six Month Actual 2,150 70 0 23,470 0 25,690
2016-2017 Estimated Year End 4,660 600 0 29,600 0

2018-2019 Projected Budget 4,640 600 0 32,100 0 37,340
2019-2020 Projected Budget 4,640 600 0 32,100 0 37,340
2020-2021 Projected Budget 4,640 600 0 32,100 0 37,340
2021-2022 Projected Budget 4,640 600 0 32,100 0 37,340

Cost Center Position Detail = Home Base
Full & Part-time Employees

Mayor/Commission Fiscal Year
09-10 10-11 11-12 12-13 13-14 14-15 15-16 16-17 17-18
Part-Time Positions (FTES)
Part-Time Positions n/a 0.1 0.1 n/a n/a n/a n/a n/a n/a
Part-time Total 0.0 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0




The mission of the 44" District Court is to
provide a neutral environment for objective
legal dispute resolution.

In January 2015, pursuant to law, the 45A
District Court (Berkley) merged with and into the
44th District Court, creating one court to serve
both the Royal Oak and Berkley communities.

The 44™ District Court, a judicial court of the
State of Michigan, is comprised of three
divisions: the judicial, court clerks and court
services.

The court is responsible for all civil, traffic and
criminal cases that transpire within the
boundaries of the cities of Royal Oak and
Berkley.

The 44™ District Court has two judges elected by
the citizens of Royal Oak and Berkley. A portion
of the judge’s salaries are paid by the State of
Michigan. The judges are responsible to handle
all civil and criminal trials, preliminary hearings,
formal hearings, appeals, arraignments, bench
warrants, etc. The court also has one part-time
magistrate  who hears over 9,000 informal
hearings and small claims cases.

Both judges conduct programs that promote
youth-awareness. The Justice 101 progr