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MANAGER'S

MESSAGE




Dear Mayor and

City Council Members:

We began 2016 with a simple resolve, that now is the time for the City of Troy to

break bad. This decision has elevated daily performance by redefining our identity,

examining the process, strengthening our environment, and confounding expectations.
Having found the balance in 2015, we are ready to capitalize on our bold position and

to lead the region in doing government the best.



City administration’s
cornerstone policy
IS one of openness

On November 3, 2015, the This exchange is

voters of Troy overwhelming| d 1 l 1 complemented by City Council
supported thye five-year 7 a n I n C US I O n : studs sessions Ti/ﬂs yéar’s
renewal of the dedicated study sessions included:
0.7 Library millage, a result of months of dialogue,
planning, and education.

1. Review of the Public Opinion Survey and
inTeracTion Troy
Nearly $14 million was spent on our major and local roads, 2. City Council Library tour of recent improvements

once again out-investing at a standard beyond any of our 3. Joint City Council and Planning Commission meeting
to discuss:

a. The Great Lakes Water Authority
b. Trails and Pathways
c. Master Plan update

counterparts. Measurable steps were accomplished on
initiatives such as the Trails and Pathways and the customer
service standards of inTeracTion Troy.

Yet while it is important to take stock of our progress, this d. Proposed amendment to the City of Troy Zoning

budget is not about looking back at the road we have Ordinance in order to regulate oil and gas
extraction facilities

e. Transforming Big Beaver Road

traveled. Itis about looking forward. Thus, it is my pleasure,
in accordance with the City Charter, to present to you the

2017-2019 city budget. f. Cluster Development
4. Joint City Council and Downtown Development
This budget document builds on our strong financial Authority meeting.

foundation with the forward-thinking principles of a
three-year budget, strong links to the ten organizational
strategies, focused financial decisions on results and action,
and involved interaction with our community stakeholders.
Budget decisions arise from discussions at the Council-staff
and, for the first time, Planning Commission and Downtown
Development Authority Retreat.



City administration’s cornerstone policy is one of
openness and inclusion. We achieve this through active
engagement with City Council, staff, the Financial

Ideas Team, and neighborhood partners. Our strategy
incorporates analysis, benchmarking, and long-term
projections. This document embodies these standards
and the resulting spending plan encourages a balanced
approach toward allocating resources.

In 2017 total General Fund revenues are budgeted

at $56.971 million, an uptick of $1.743 million over the
previous year. This modest increase can primarily be
attributed to State Shared Revenue from reimbursements
of lost personal property tax revenues in manufacturing.
The General Fund’s main source of revenue, property
taxes, increased by only 0.4%.

In 1994 Proposal A mandated that taxable value can

only increase the rate of inflation or 5%, whichever

is less. So although residential tax values have seen
significant increases and commercial assessed values
have stabilized, the combination creates a basic property
tax revenue stagnation. When this minimalist increase

is coupled with a $4.6 billion total tax base, essentially
there is no growth. Small gains can be attributed to new
construction which do little to move the needle on the
total taxable value.
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Expenditures, both operating and transfers out, are
budgeted at $59.228 million. This is a decrease of
$1.738 from prior year estimate. In 2016, the elevated
expenditures were attributed to an increase in transfer to
the Capital Projects Fund for the reconstruction of Fire
Station Four ($3.5 million), Troy Roads Rock ($6.2 million),
and a Fire Pumper Truck ($585,000). In 2017, $1.2 million
will carry forward for Fire Station. Other 2017 Capital

Projects will include $3.1 million for local roads, $5.7
million for major roads, and $3.1 million for Fire Station #4.

The City of Troy continues to practice conservative
budgeting management that falls within the established
General Fund Fund Balance Policy. The policy states that
the General Fund must maintain a minimum unassigned
fund balance at a level of 20% to 30% of annual
expenditures. The fund balance policy guides us in fiscal
decision-making while providing stability and flexibility
to respond to unexpected opportunities or economic
adversity. Fund balance is used to cover the cost of one
time, capital expenditures. The 2017 fund balance honors
the policy by projecting 25.6% unassigned fund balance
as a percentage of operating expense.

As we prioritize our needs against available resources we
are constantly pressured to innovate. Our successes only
find fruition when we collectively rise to the challenge
and find ways to break the mold.




Retreat 2076

The pledge to break bad didn’t begin and end on February 26 and 27, the days of the
016 Retreat. This retreat was crafted like none before it as members of the Downtown

Development Authority and Planning Commission were invited to join City Council and

staff leaders in the spirit of growth and collaboration.



The theme, BreaRing
Bad, began with a
The retreat provides a platform Slmp le Idea - The strategies represent

to reflect on accomplishments the collective analysis and
while more importantly, consensus of city management
prioritize our opportunities.

based on the feedback from

The theme, Breaking Bad, began with a simple the 2016 retreat. They are not listed or prioritized in any
idea, that “we’ve always done it that way” can particular order. These are ten strategies for 2016 that we
no longer be the answer, but the question. A will accomplish.

question we must advocate for each day. 1. Create space for a customer service welcome center at

the east entrance of City Hall.
2. Redesign the City of Troy website.

3. Review city ordinances to address outdated policies
and explore the need for new ordinances.

. Install recycling elements in city facilities.

5. Link civic center campus with a trail and pathway
system.

6. Establish site development design standards to

ensure quality.

This exercise in team building and professional
development sets new precedent and when
coupled with our Why Statement, direction for
where we must go. Our Why Statement reads: 4

“We believe a strong community embraces
diversity, promotes innovation, and encourages
collaboration. We strive to lead by example

within the region. We do this because we want 7. Explore the development of civic center property by
everyone to choose Troy as their community for conducting a market study and developing a
life. We believe in doing government the best.” concept plan.
8. Launch the Global Troy Advisory Committee.
This is also the fourth consecutive budget year that we 9. Enhance the pedestrian crosswalk and transportation
have established top strategies to guide our priorities. shelters at Automation Alley.
But in breaking bad from previous pursuits, this 10. Partner to establish a Big Beaver transportation service.

process was more inclusive and as a result, the
strategies are more specific and directed.

VI



Breaking Process

Financial Ideas Team

Troy values civic engagement and sees it as a key component for making budget

decisions. Prior to completing this budget proposal, we twice called upon ou

Financial Ideas Team (FIT) for consultation.



l.

The guidance of FIT
IS Indispensable in
solidifying the 2017

First, we asked for water rate
guidance as we transition from
the Detroit Water and Sewage
Department and join our
regional partners in the Great Lakes Water Authority. We
met again to review the ten strategies and their associated
budgetary needs. FIT is a selection of 17 Troy residents
who together represent varying facets of our exceptional
community:

» Suneel Sekhri (Home Owners Association)

» Don Edmonds (Planning Commission)

» Karen Crusse (Planning Commission)

» Nick Cherasaro (Resident)

» Sirisha Billa (Teen Advisory Board President)
» Jim Werpetinski (Resident)

» Tom Perring (Altair Engineering)

» Mike DePoli (Dorean Mayhew)

» Bruce Macpherson (Blue Cross Blue Shield)
» Seymour Hudley (Resident)

» Padma Kuppa (Planning Commission)

» Cindy Kapala (Resident)

» Steve Gottlieb (Former Council Member)

» Paul McCown (Zoning Board of Appeals)

» Awny Fakhoury (Resident)

» Genesh Reddy (Mamta Holdings)

» Ann McDonald-Upton (Detroit Children’s Hospital)

budget resources.

i

Keeping the budget fit,
responsible, and easy

to understand enhances
such cooperation. During
presentations with FIT and City Council we highlighted
Troy’s AAA Bond Rating and strong financial standing in
Oakland County and the State of Michigan. Troy maintains
its AAA bond rating as rated by Standard and Poor’s
Municipal Bond Rating Analysis. Troy receives this rating
under a three-year rolling budget that incorporates a five-
year outlook. The city’s overall financial profile and financial
management practices remain very strong and indicate that
these practices are well embedded and sustainable.

The guidance of FIT is indispensable in solidifying the

2017 budget resources. Deliberating on the monetary
needs of the 2016 strategies acutely demonstrates how we
must work together, seek outside counsel, and develop
innovative policy to accomplish our goals.



Breaking Expectations

Strategies

The most important change to this year's strategies is concise direction, measurable

results, and specific budgetary needs. A focal point of the 2015 retreat and constant
hindrance to the principles of inTeracTion Troy, the east entrance of City Hall has been
a thorn in the side of customer service.



If City Hall is the face
of our community,
then the website Is

Strategy one dictates the
need to create a space for a
customer service welcome
center at the east entrance of
City Hall. This would include a desk, and for the first time
ever, a friendly face to greet you when you walk in. No more
will our visitors enter and blankly stare at an abundance

of arrows, trying to guess which way they go to buy a dog
licenses (hint, it’s not even in this building!). By allocating
$800,000 in building improvements and $65,000 for staff,
we prove more strongly than ever how important quality
service is.

If City Hall is the face of our community, then the website is
our front door. Much like the east entrance our website was
not built with the user in mind. Under strategy two $80,000
has been earmarked to redesign the City of Troy website.
This redesign will put resident’s needs first. A cohesive
look for the city, police department, and community center
will result in simple navigation that better serves digital
needs. Content will reflect real-time changes as staff will
be included in website management to prioritize individual
department needs.

our front door.

A strategy that reflects both
financial and environmental
efficiencies is laid out in
strategy four, install recycling
elements in city facilities. Toggled LED Lighting, a Troy-
based Automation Alley business, will install $30,000 worth
of LED light bulbs in City Hall. Converting from the energy
wasting fluorescent bulbs will result in a savings of $8,068
annually with a return on investment payback in 2.95 years.
Have you been to a Troy park lately? Maybe this summer
you’ll go to Boulan Park to enjoy a summer concert and

for the first time ever, you'll be able to recycle your water
bottles! $20,000 from the parks operating budget will be
used to add recycling receptacles at parks while other city
facilities will see added recycling options.

In 2015 we routed around roadblocks while pursuing our
strategy to implement a trails and pathways plan and
increase walkability. Still a major priority for both City
Council and staff, we feel it is important to include it as a
strategy again in 2016. A more direct task, strategy number
five will link civic center campus with a trail and pathway
system. By breaking the trail and pathway into smaller
subsections, we can more realistically achieve regional
connectivity by reacting to unique needs and addressing
individual concerns. A multi-year strategy, in 2017 the

city has funded $1,000,000 of this project and will seek
$750,000 in matching grants for a total cost of $1,750,000.



But what will that civic center campus look like? The

first night of the retreat was about breaking identity,
specifically the preconceived notions of what the civic
center property could be. City Council members, Planning
Commissioners, Downtown Development Authority
advisors, and staff gained new perspective on the true
size and potential of civic center. Special guest speaker,
New Urbanist Planner Robert Gibbs, touted the massive

development potential of the site and implored us to
explore the development of civic center property by
conducting a market study and developing a concept
plan, strategy seven. This budget year we will invest
$200,000 to accomplish these critical first steps.

This fiscal year we will complete a second major
initiative from last year’s strategies, Move Across Troy.
Strategy nine, enhance the pedestrian crosswalk and
transportation shelters at Automation Alley, is a $550,000
financial commitment to a project that has undergone
nearly two years of extensive studying, planning, and
collaborating. As we move into the final stages with our
community partner’s support, we will be able to make an
impactful and transformative change to the Big Beaver
Road. If successful, this model could be used along

the Golden Corridor and connect business, retail, and
restaurant clients like never before!

The remaining four strategies - review city ordinances to
address outdated policies and explore the need for new
ordinances, establish site development design standards
to ensure quality, launch the Global Troy Advisory
Committee, and partner to establish a Big Beaver
transportation service, break bad process and embrace
our best identity. Staff will partner with our boards and
committees to remove antiquated policy that burden
progress. The Planning Commission will consult with
experts and recommend to City Council design standards
that protect the integrity and quality, not quantity, of our
business community.

As announced by the Mayor at the 2015 State of the City,
the diversity of Troy will be championed by the Global
Troy Advisory Committee. This advisory committee,
comprised of representative community members, will
lead the way to a culturally competent Troy. Finally, finding
partners for a transportation service along Big Beaver will
explore a real concern and possibly result in a regionally
unique asset for a premiere economic sector.

These ten strategies represent important policy,
direction, and program opportunities. Our innovation and
progressive thinking will continue to propel Troy forward.




Water and Sewer Rates

The formation of the Great Lakes Water Authority (GLWA) was a historic event
for southeastern Michigan, presenting an extraordinary opportunity for

regional collaboration.
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Water costs charged
to the city are
made up of two

On June 12, 2015, water and
sewer service and lease
agreements between the City
of Detroit and the GLWA were
approved. The new authority is yet one more piece of the
Grand Bargain to not only position an emerging Detroit

for long term success, but to give suburban water and
sewer customers a powerful voice in the management and
direction of one of the largest water and wastewater utilities
in the nation.

In Troy, the Water and Sewer Fund are self-supporting
from user fees and do not receive funding from property
taxes or other city funds. The city purchases water and
sewage disposal services from GLWA and although the
authority directly influences the rates Troy charges, the
suburban interests are represented on board under the
new establishment.

Water costs charged to the city are made up of two
components, a fixed rate and a variable rate per usage.
The cost of water for the City of Troy is expected to
increase approximately $1.3 million or 10.8% based on
increases to both the fixed and variable rates. We called
upon the Financial Ideas Team to help us determine an
appropriate water rate to cover the cost of this increase.

After an accelerated education in water rate policy, FIT
was broken into three groups and asked to come up with
a new water rate. They were able to change the assumed
consumption volume and see what would happen if they
under or oversold their estimate.

components...

Each group found a balance
between the consequences of
underselling at a low rate and
the challenge of overselling
at a high rate. The final average recommendation, based
on an assumption of selling 460,000 mcf, was a water
sales rate of $39.00. After some refinement in the revenue
requirements for this fiscal year, city administration is
recommending a final sales rate of $38.50. This is an
increase of $4.10, or 11.9% mcf, from $34.40.

The Oakland County Water Resource Commission
(OCWRC) establishes rates for the two sanitary sewer
systems used in the City of Troy, although the majority of
charges are a direct result of pass through charges from the
GLWA. The fees charged by the OCWRC are a 100% fixed
cost per month fee. Estimated increases to the two systems
are expected to be approximately 2%. At this time, we
recommend that sewer rates remain unchanged at $25.30
per mcf to help offset the water rate increase and the
overall combined rate. Current reserves in the sewer fund,
around $27.5 million, will cover the $1.4 million shortfall.

The current combined water and sewer rate is $59.70 per
mcf and although we are recommending an 11.9% increase
in the water rate, the 0% increase in the sewer rate will
result in a final combined water and sewer rate of $63.80,
only a 6.9% increase. For the average residential customer
at 3.9 mcf per quarter in the City of Troy, this equates to

a quarterly bill of $248.82 or an increase of $15.99 per
quarter. Compared regionally, Troy will retain the second
lowest combined water and sewer rate only to Warren while
continuing to maintain the highest standards of quality and
service.



Breaking Em/ ronment

-
Our environment s built upon the fOL ndat lon of our employees and the
T e .

amenities of our community. To break bad here means to enhance and invest at the

core of \/\/ho we are.

¥
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Offering premiere
services is ingrained in &

Adjustments in staffing aids the
environment of both current
employees and the residents
who receive elevated service
levels. In 2017, a new employee position has been added
to staff the customer service space created at the east
entrance of City Hall. Engineering, by reducing reliance on
consultants, will be hiring a full-time inspector at a cost-
savings to the city. Building Operations is executing their
succession plan by consolidating part-time hours to create
one new, full-time staff person.

The Library will continue to respond to the bustling
needs of the community by adding a Teen Librarian, a
cost covered by the Library Fund. A part-time Appraiser,

converted to full-time in 2016, will also carry over into 2017.

Troy’s environment.

Finally, the Police Department
has developed a leadership
succession plan based upon
the impending retirement
of executive level officers over the next three years. The
first retirement of a captain is anticipated in January of
2017. If that occurs, we will seek a budget amendment
increase of approximately $80,000 for implementation of
the succession plan. This will create a third captain position
temporarily and will allow for proper development of and a
smooth transition of the next police leadership team.

Offering premiere services is ingrained in Troy’s
environment. The Troy Nature Society receives $75,000

to support educational programming provided at the

Lloyd A. Stage Nature Center. In 2017 we are proposing

an increase in funding for the Troy Historical Society to an
annual contribution of $100,000 to combat rising expenses
and plateauing revenues. Although the city owns both the
Historic Village and Nature Center, these non-profits are
experts in their fields and able to operate the facilities with
maximum benefit to the community.



The 2017 budget process for developing the three-year spending plan was driven by our 2016
Strategies. We broke bad to find strategies that address the shared beliefs of the City Council, Planning
Commission, Downtown Development Authority, and staff. The resulting ten strategies are specific
calls to action that have measurable and achievable results that will best serve our residents.

| would like to thank the staff of our entire organization for thoroughly reviewing their
operations and dedicating time to create this responsible financial plan.

| want to thank Director of Financial Service Thomas Darling for compiling this
comprehensive and easy-to-understand budget document.

Special thanks to Management Analyst Maggie Hughes, Office Coordinator Beth
Tashnick, Marketing Coordinator Stephanie Fleischer, and Management Assistant
Eleanor Yoon for their continued oversight and production of the budget.

| would also like to thank the community residents of the Financial Ideas Team for donating their time
and for providing valuable insight into the water rates and 2016 strategies spending plan.

Finally, | wish to thank the Mayor and City Council members for their assistance in supporting
the full budgeting process that began at the Breaking Bad Retreat. Together we can continue
to fulfill our Why Statement and make Troy the gold standard in local government.

Respectfully submitted,

Brian Kischnick,
City Manager

XVI
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Elected Officials and Executive Management

City Council
Mayor. Dane M. Slater
Mayor Pro Tem Ed Pennington
Council Member. Dave Henderson
Council Member. Jim Campbell
Council Member. Ellen Hodorek
Council Member. Ethan Baker
Council Member. Edna Abrahim

Executive Management
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Human Resources Director
Information Technology Director
Library Director
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Police Chief
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Purchasing Director

City Seal

The figure represented on the official seal of the
City of Troy is that of Athena, mythological Greek
goddess of wisdom. Athena was known as the
dispenser of prudent restraint and practical insight,
maintainer of law. Her association with civilization
and society rather than wilderness and nature
earned her reverence as the protectress of Greek
cities. Athena’s ethical standards and precepts
remain worthy today, making her an appropriate
symbol for the modern City of Troy and a model for
all who live, work, or play here.

Mark F. Miller
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CITY OF TROY 2016-2017 Adopted Budget

2016/17 Budget At A Glance

Total City revenues (before transfers in) are budgeted at $128.3 million. This shows a modest increase of
$3.6 million or 2.9% over estimated fiscal 2016 amounts.. Total tax revenues of $48.3 million are down
$225 thousand or 0.4% due to a reduction in the millage rate for debt service requirements. Grants,
including State Shared Revenue of $16.3 million increased $454 thousand or 3.5% primarily through
expected reimbursement from the State of Michigan for lost personal property taxes on manufactuing
equipment. Charges for services are budgeted at $46.7 million. This is up $2.8 million from estimated
2016 amounts primarily due an increase in water fees to cover charges to the City from suppliers.
Operating transfers in represent reimbursements from other funds for costs incurred on their behalf.

The total City budget for expenditures (before transfers out) of $138.4 million decreased $13.7 million or
9.0% under the prior year budget and $4.5 million or 3.2% under prior year estimated amounts. This
reduction is directly related to capital outlay. Expenditures can be further defined by "Operating" costs
and "Capital and Debt" related costs. The City's budgeted operating costs are $109.9 million and are up
$3.2 million 2.99% from the prior year budget. This increase is primarily in personal services ($1.4 million)
and other services charges ($1.5 million). Capital outlay is under the prior year budget by $16.8 million or
41.8%.. Operating transfers out represent reimbursements to other funds for costs incurred on their behalf.

The City created five new employee positions and reduced two positions. The five new positions include
a receptionist for the east entrance, an engineering inspector, a building operations technician, an
appraiser, and a librarian for teen services. The two position reductions, which were unfilled, included a
streets project manager and police service aid. These positions along with an overall 1.5% increase in
wages and 3% increase in healthcare costs account for the increase in personal services.

Other service charges include the cost of water and sanitary sewer services. The City purchases both
these services directly from and indirectly through Oakland County from the Great Lakes Water Authority
(GLWA). Water costs have increased approximately $1.3 million or 10.8% and sanitary sewer services
increased $644 thousand or 2.0%. The increased fees were incurred primarily from a rate change
structure by the provider changing from a variable rate to fixed fee platform. The City charges consumers
on a rate per volume used platform. The City has introduced new rates to consumers to offset the
increased fees from the provider.

Capital Outlay totals $23.3 million and although less than the prior year amounts, includes a significant
investment in the City's infrastructure. This includes $8.8 million in major and local street projects, $3.1
million for the rebuilding of firestation #4, $1.7 million in trails and pathway construction, and $3.6 million
in water and sanitary sewer improvements.



CITY OF TROY

2016-2017 Adopted Budget

Troy is a vibrant community with a strong sense
of civic pride and dedicated community leaders,
rich in cultural diversity, community wellness,
and economic vitality.

Since its incorporation on June 13, 1955 Troy has
been governed by a 7-member City Council,
including a Mayor, all of which serve 4-year
terms. Under the Council-Manager form of
government, Mayor and City Council appoint 2
officials: the City Manager and the City Attorney.

The City Manager appoints five additional
administrative officials including the City Clerk,
Treasurer, Assessor, Police and Fire Chiefs
subject to City Council confirmation. In addition,
the City Manager appoints all Department
Directors.

The 2015 estimated population for Troy is
83,339 according to the Southeast Michigan
Council of Governments (SEMCOG), which
compares to 80,980 from the 2010 census. In
terms of population, Troy is the 13th largest city
in Michigan and its total property value is the
third highest in the state.

Troy is a full-service community with public
transportation provided by a regional authority.

The City of Troy currently maintains 17
developed park sites, 8 of which are major parks.
City parks provide a variety of recreational
opportunities from baseball diamonds to miles
of developed walking; jogging; and bicycle riding
pathways. Troy has 1000 acres of parkland
(active and passive). Additionally, the total
acreage of City and private parks, including two
golf courses, is 1,446.

Community Profile

Troy has received awards from various
professional associations and municipal
services organizations for innovative
approaches to service delivery and quality
improvements.

Troy enjoys a solid reputation for municipal
planning and growth management. Its
development of a new comprehensive master
land use plan and corridor studies will guide
development of the Big Beaver corridor, other
business corridors and high quality mixed
residential development as the community’s
most significant focal points.

The strong commercial and industrial business
environment is a mix of service, product and
technological employers. This impressive mix
of business opportunities has allowed Troy to
maintain low unemployment rates. Principal
employers include:

Beaumont Hospital - Troy
Flagstar Bank

Kelly Services

Troy School District

United Shore Financial Services
Magna

Suburban Collection

Meritor

Altair

Delphi

L L << < L L < <L

Troy also enjoys a wide variety of fine
restaurants, churches and retail shops. The
City occupies 34.3 square miles, and over 98%
of its land is developed.
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CITY OF TROY

2016 Strategies

We believe a strong community embraces diversity, promotes innovation, and encourages collaboration.
Wea strive to lead by example within the region.
We do this baecause we want everyone to choose Troy as their community for life.
We believe in doing government the best.

Create space for a customer service welcome center at the
ecast entrance of City Hall.

Redesign the City of Troy website.

Review city ordinances to address outdated policies and explore
the need for new ordinances.

Install recycling elements in city facilities.

Link civic center campus with a trail and pathway system.

Establish site development design standards to ensure quality.

Explore the development of civic center property by conducting
a market study and developing a concept plan.

Launch the Global Troy Advisory Commillee.

Enhance the pedestrian crosswalk and transportation shelters
al Automation Alley.

Q W G N & »h h W N ~
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Partlner 1o eslablish a Big Beaver lransportation service.

Adopted by City Council | March14, 2016
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In recent years, changing conditions and fiscal
capacities combined with the demand for
increased services have forced a reassessment
of the role played by local governmental units.

Public officials are charged with the
responsibility of ensuring that services are
provided within acceptable levels of cost and,
when required, seeking alternative methods of
financing.

The budgetary process allows for accumulation
of financial and performance information
relative to these services. It provides the
opportunity to analyze and debate the merits of
each service as well as to make decisions about
the level and cost of the services to be
provided.

This budget continues the conservative
spending approach that residents of Troy
expect from City government. This document
also assists our efforts to make the operations
of the City more efficient, less costly, and more
importantly, to target available resources to
functions according to City Council priority
rating.

FINANCIAL POLICIES

The City of Troy’s financial policies compiled at
the right set forth basic tenets for overall fiscal
management of the City. These policies provide
a framework of decision making for City Council
and Administration. They should enforce any
policy choice, regardless of changing
circumstances and conditions.

These policies provide guidelines for evaluating
current activities as well as proposals for future
programs.

2

Budget Policies

The budget process involves personnel and
management areas of long-term importance:
Provide a safe, clean and livable city; provide
effective and efficient local government; build a
sense of community and attract and retain
business investment.

Expansion of existing service programs or
addition of a new service program is only
considered in the proposed budget when a
revenue source can support all of the ongoing
cost, or when the requesting department can
identify an existing service which can be
reduced or eliminated. Programs financed with
grant money shall be budgeted in special funds
and, when grant revenues are reduced or
eliminated, the service program shall be
adjusted accordingly.

The City maintains a budgetary control system
to ensure adherence to the budget and prepare
monthly reports comparing actual revenues and
expenditures to budgeted amounts. The City
reports its financial performance quarterly.

The City monitors departmental expenditures
on a monthly basis to ensure conformity to
budgets.

The City stresses results, integrating
performance measurement and productivity
indicators with the budget.

The City avoids budgetary practices or
procedures that balance current period
expenditures at the expense of future years’
revenues.

The budget provides for adequate maintenance
of capital facilities and equipment, and for their
orderly replacement.
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Budget Policies

The budget provides for adequate levels of
funding for all retirement systems and other
postemployment benefits.

The City develops and maintains accounting
and budgetary control systems to adequately
safeguard the assets held in public trust.

The operating and capital budgets fully
describe the major goals to be achieved and
the services and programs to be delivered
based upon the levels of funding anticipated or
provided.

The City finances essential City services that
have a City-wide benefit in the budget from
revenue sources which are generated from a
broad base, i.e. property taxes, state revenue
sharing, assessments, and fees.

The City seeks to minimize the impact in use of
property tax financing by seeking alternative
financing for City services that focus on user
fees for responsive services, and upgrading and
enhancing the property tax base.

Special assessment financing formulas and
user-fee rate structures accurately charge the
cost of service provided to the benefiting
property owners and customers served while
being sensitive to the needs of low-income
people.

The definition of a balanced budget includes
one in which estimated revenues plus prior year
accumulated reserves are equal to or greater
than estimated expenditures.

REVENUE POLICIES

The City makes every attempt to maintain a
diversified and stable revenue base to shelter it
from short- or long-term fluctuations in any one
revenue source.

The City projects its annual revenues by an
objective and thorough analytical process.

The City maintains sound appraisal procedures
and practices to reflect current property values.

The City establishes user charges and sets fees
for services for its enterprise funds at a level that
fully supports the total direct and indirect costs
of the activities. Indirect costs include the
recognition of annualized depreciation of capital
assets. Cash flow requirements to adequately
defray bond retirement and capital outlay are
primary determinants in the development of user
charges.

The City follows an aggressive policy of
collecting revenues.

The City reviews fees/charges annually and
design or modify revenue systems to include
provisions that automatically allow charges to
grow at a rate that keeps pace with the cost of
providing the service.
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RESERVE POLICIES

The City accounts for reserves in accordance with
Governmental Accounting Standards Board
(GASB ) No. 54. City policy calls for a range of
General Fund unassigned fund balance between
20% to 30%. A financial plan is required should
the General Fund unassigned fund balance fall
outside of this range.

ACCOUNTING, AUDITING, AND FINANCIAL REPORTING
POLICIES

An independent audit is performed annually.

The City produces comprehensive annual
financial reports in accordance with Generally
Accepted Accounting Principles (GAAP), the body
of accounting and financial reporting standards,
conventions, and practices that have authoritative
support from standard setting bodies such as the
Governmental Accounting Standards Board
(GASB).

INVESTMENT POLICIES

The City conducts a cash-flow analysis of all
funds on a regular basis. Disbursement,
collection, and deposit of all funds is scheduled
to insure maximum investment capabilities.

When permitted by law, the City pools cash from
several different funds for investment purposes to
maximize potential earnings.

The City analyzes market conditions and
potential investments to maximize its yield, while
maintaining the integrity, diversification, and
safety of the principal.

Budget Policies

The City’s accounting system provides regular
information concerning cash position and
investment performance.

DEBT POLICIES

The City confines long-term borrowing to capital
improvements or projects that cannot be
financed from current revenues, and where the
issuance of long-term debt is required, pays
back the bonds within a period not to exceed the
expected useful life of the project.

The City attempts to keep the average maturity
of general obligation bonds at or below 20
years.

When possible, the City uses special
assessment, revenue, tax increment, or other
self-supporting bonds.

The City does not incur long-term debt to
support current operations.

The City maintains a sound relationship with all
bond rating agencies and keeps them informed
about our current capital projects.

CAPITAL IMPROVEMENT BUDGET POLICIES

Capital investments foster Troy’s goal of
providing a safe, clean and livable city.

The City attempts to maintain all its assets at a
level adequate to protect the City’s capital
investment and to minimize future maintenance
and replacement costs
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Budget Policies

The City maintains the fiscal integrity of its
operating debt service and capital improvement
budgets in order to provide services, and
construct and maintain public facilities, streets,
and utilities.

The City implements a multi-year plan for capital
improvements with proposed funding sources,
and updates it annually.

The City makes all capital improvements in
accordance with an adopted capital acquisition
program.

The City coordinates decision-making for the
capital improvement budget with the operating
budget to make effective use of the City’s limited
resources for operating and maintaining existing
services and facilities.

The City uses inter-governmental assistance to
finance only those capital improvements that are
consistent with the adopted capital improvement
plan, City priorities, and for which operating and
maintenance costs have been included in the
operating budget.

The City maintains a responsible and prudent
fiscal condition to minimize long-term interest
expense when financing capital improvements.

Capital investments are enhanced when there is
the ability to leverage City assets.

The capital dollar threshold has been established
at $10,000 with the exception of federally funded

projects ($5,000).

BUDGET PROCESS

Study Sessions with City Council to gain
direction, priority and public feedback.

Focus Group meetings are organized to solicit
community recommendations and feedback.
This includes a Financial Ideas Team "F/7"and
other stakeholder groups.

Budget worksheets received from departments
incorporating direction and goals.

Department budget worksheets compiled,
analyzed and refined to meet proposed
direction and goals.

Per City Charter, City Manager submits to City
Council proposed budget for fiscal year
commencing July 1 on or before the third
Monday in April.

Budget workshop with City Council to review
proposed budget and make any directed
modifications.

Per City Charter a Public Hearing shall be held
prior to adoption of budget to obtain public
comments.

The budget shall be adopted on or before the
third Monday in May.

The City Manager is authorized to transfer
budgeted amounts within budgetary functions
however, any revisions that alter the total
expenditure of any budgetary function must be
approved by a majority of the members elect of
the City Council.
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Budget Calendar

Begin preparing updated Capital Improvements Plan (CIP)

Begin monitoring budget performance
Approved 2015/16 budget document distributed at the first City Council meeting in July

Quarterly financial performance report prepared

Prior year’s annual audit released
Director of Financial Services prepares personnel costs and operating cost targets for
proposed budget

Distribute operating budget manual and revenue worksheets

Preparation of the water supply and sewerage disposal system rate analysis
Revenue worksheets due from all departments

Operating budget worksheets due from departments

2016/17 revenue forecast prepared by City management

City management analyzes department budget requests

Capital budget unit (CBU) develops Capital requests and presents the CBU’s Capital
improvement report to the City Manager

Quarterly financial performance report prepared

Director of Financial Services prepares proposed budget document

City Manager’s final Capital recommendations are reported to all offices and included in
the proposed budget

Three year budget update and revisions

Focus Group study sessions
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Budget Calendar

City Manager makes final proposed budget recommendations

Proposed budget document presented to the City Council Friday, April 15, 2016
City Council workshops: Budget review, questions, and adjustments, Wednesday April 21,
2016 and Monday, April 25, 2016

Budget notice is published in local newspapers

City Manager prepares approved 2016/17 Three Year Budget document incorporating City
Council adjustments

Quarterly financial performance report prepared

Public hearing for budget, Monday, May 9, 2016

City Council adopts taxation resolution and appropriations ordinance, Monday, May 9, 2016

Director of Financial Services prepares final current year budget amendment

12
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Millage Rates for Troy Residents and Businesses

Proposed
Taxing Entity 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17
Tax Rate Shown in Mills
Troy School District 8.72 9.74 9.74 10.51 10.07 10.07 9.69 9.69
Oakland County Government 4.65 4.65 4.65 4.65 4.65 4.65 455 455
Oakland County Com. College 1.58 1.58 1.58 1.58 1.58 1.58 1.58 1.58
Intermediate School District 3.37 3.37 3.37 3.37 3.37 3.37 3.36 3.36
S.MAR.T. 0.59 0.59 0.59 0.59 0.59 0.59 1.00 1.00
State Education 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00
Zoo 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10
Oakland County Art Institute - - - - 0.20 0.20 0.20 0.20
City of Troy 9.28 9.40 10.19 10.48 10.52 10.50 10.50 10.40
Total - Millage Rates 34.29 35.43 36.22 37.28 37.08 37.06 36.98 36.88
Millage rates are estimated for other taxing jurisdictions.
Average Residential
Taxable Value 120,014 102,490 96,775 97,742 99,172 102,190 105,888]| 108,371

Proposed
Taxing Entity 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17
Average Tax Rates Shown in Dollars
Troy School District $ 1,047 $998 $943 $952 $999 $1,029  $1,026 $1,050
Oakland County Government 558 477 450 455 $461 $475 $482 $493
Oakland County Comm. College 190 162 153 154 $157 $161 $167 $171
Intermediate School District 404 345 326 329 $334 $344 $356 $364
SMAR.T. 7 60 57 58 $59 $60 $106 $108
State Education 720 615 581 586 $595 $613 $635 $650
Zoo 12 10 10 10 $10 $10 $M $M
Oakland County Art Institute - - - - $20 $20 $21 $22
City of Troy 1,114 963 986 1,024 $1,043 $1,073 $1,112 $1,127
Total - Dollars $4116 $3630 $3,506 $3568 $ 3,678 $ 3,785 $ 3,916 $ 3,996

Average tax rates are based on residential homestead property within the Troy School District.
In the 2016/2017 proposed budget, although there is a decrease in the proposed millage rate, the

City portion of the total tax bill increased by $15 or 1.3% due directly from the increase in

average residential taxable value.
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Millage Rates for Troy Residents and Businesses

Proposed Proposed Proposed
2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2017/19

General Operating 6.50 6.50 6.50 6.50 6.50 6.50 6.50 6.50
Capital 1.53 153 153 153 1.53 153 153 1.53
Refuse 0.96 1.05 1.09 1.07 1.07 1.07 1.07 1.07
Debt 0.50 0.70 0.70 0.70 0.70 0.60 0.60 0.60
Library 0.70 0.70 0.70 0.70 0.70 0.70 0.70 0.70
Total 1019 1048 10.52  10.50 10.50 10.40 10.40 10.40
Millage Rates
8.00
W
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2.00

0-00 T T T T T T T T 1
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Mills

Millage Rates for Troy Residents and Businesses

Comparison of Municipal Millage Rates For FY 2014
(Estimated/Proposed)

30

*Includes estimated millage rate for Library of 0.7 mill.
** Includes estimated millage rate for refuse collection (3 mill) and Library (0.7 mill).

$ Per Resident

General Fund Budget Per Resident
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GENERAL FUND

Property Taxes

The City's major source of revenue comes from
property taxes. This revenue is calculated by
multiplying the taxable valuation of the
property by the specific tax levy for general
operations. If either variable increases or
decreases, a relative change to the City tax
revenue will be experienced.

In the 2016/17 budget, City property tax
revenue of $30.91 million represents 54.3% of
total revenue and other sources, an increase of
$78 thousand or 0.25% to prior year budget.

Taxable values have leveled out and are
beginning to see modest increases. These
increases are restricted by the lesser of 5% or
the rate of inflation. The CPI index used in the
2016/17 taxable value was 0.3%. Taxable
values were further restricted by the phase out
of personal property tax on manufacturing
equipment. In spite of these limitations, taxable
value was $4.45 billion representing an
increase of $28.8 million or 0.65%.

The general operations tax levy for the 2016/17
fiscal year is 6.50 mills per $1,000 taxable
value. The operating millage rate remains at
the same level since 2005/06.

The City’s total tax rate of 10.40 mills
decreased by 0.10 mills from the prior year
due to the amount required for debt service
costs. The operating millage rate of 8.03 mills
(general operating = 6.50 mills and Capital =
1.53 mills) continues to be below the 8.10
millage rate established by the approved
(November 2008) City Charter amendment.

18

Major Revenue Sources

Licenses and Permits

The revenue source from licenses and permits is
made up of business licenses and permits and
non-business licenses and permits. This revenue
source of $2.6 million represents 4.59% of total
revenue sources, and is generated by fees
charged to individuals and businesses for the
building of new structures as well as
improvements made to existing structures.
Building permits generate the largest source of
revenue, accounting for $1.8 million or 68% of
the total from licenses and permits.

Charges for Services

Charges for services are broken into the following
4 categories:

1) Fees

2.) Services Rendered
3.) Sales

4)) Uses

In total, this revenue source generates $8.2 million
or 14.3% of total General Fund revenue. The $8.2
million compares to $7.6 million estimated for the
2015/15 fiscal year. The major sources of revenue
are CATV franchise fees, Parks and Recreation
program fees, Community Center pass fees and
Engineering fees. The Community Center and its
program revenue are reviewed annually to meet
the goals established by City Council.

Other Financing Sources

The main revenue sources are: 1.) Transfers to
reimburse the General Fund for Major and Local
Street Expenditures 2.) Component Unit
Administrative Charges .
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Major Revenue Sources

State Shared Revenue

Millions
W
N
o

2009 2010 20M 2012 2013 2014 2015 2016 Est. 2017 2018 2019
Budget Budget Budget

State Shared Revenues

Another source of revenue to the City is federal, state and local funding. This source of revenue is
comprised of grants from the federal, state, and county levels of government. The major source in this
revenue category is state revenue sharing.

State revenue sharing estimates amount to $7.1 million or 12.5% of total General Fund revenue. State shared
revenue is the return of a percentage of the 6% state sales tax to local units of government. Distribution of
state shared revenue is based on population, relative tax efforts, valuation and state operating and reporting
mandates.

This source of revenue has come under pressure as a result of the condition of the state economy and state
budget shortfalls in previous years.

A trend of modest increases have been realized from State Shared Revenues since fiscal 2011. It should be
noted however that these revenues were over $8 million annually in early 2000. In addition, the increases
expected in the 2016/17 fiscal year are reimbursements from the state for lost revenues from personal
property tax on manufacturing equipment.
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Major Revenue Sources

The graph below illustrates total fund revenues as a percent of All City funds.

ALL FUNDS

(Millions)

4.00% 5.00%

0.00%
m Taxes $48.32
H Licenses & Permits $2.613
m Grants $16.29
m Local Contributions $0.93
m Charges for Services $46.71
m Fines & Forfeitures $1.213
m Interest & Rents $5.681
2.00%

m Other $6.548

0.00%

The following graph shows property value assessments by property type. The taxable value, along
with the millage rate, determines the total property tax collected.
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Major Revenue Sources

GENERAL FUND

Property tax revenue is generated by multiplying the applicable millage rate times the available
taxable value of the city. Restraints on the growth of this revenue source are tied to the "Consumer
Price Index" (CPI), or 5%, whichever is less, for existing properties.

Property Tax Revenue

$34.0
$33.0 -
$32.0
$31.0
$30.0
$29.0
$28.0
$27.0 . , . , , . , . .
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Millions

The major sources of revenues are CATV franchise fees, Parks and Recreation program fees,
Community Center passes and Engineering fees ($8.2 million)

General Fund Charges for Services

M Fees $2.08

M Services Rendered $2.96
1 Sales $0.1

i Use/Admin $2.98
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Major Revenue Sources

GENERAL FUND, continued

The fee amount for a building permit is calculated based upon the estimated cost of construction. This
revenue source is affected by the economy, and in Troy's case, the amount of buildable property
remaining.

Building Permit Revenue

$2.5
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$1.5

$1.0

Millions
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SPECIAL REVENUES FUNDS

ACT 51 revenue is funded by the state and are based on a $0.19 tax per gallon of gasoline sales,
which is then returned to local units of government using a formula that includes population and
number of miles of major and local roads. This source of revenue is tied directly to and affected by the
price of gasoline, fuel efficiency and the number of miles driven. Recent legislation to increase the
gasoline tax and vehicle registration fees "fuels" the increased budgeted revenues in fiscal 2016/17
through 2018/19.

ACT 51 Revenue ex¢gmMajor Road =l ocal Road
$6.00
$5.00
$4.00
@ $3.00
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22



CITY OF TROY 2016-2017 Adopted Budget

Major Revenue Sources

SPECIAL REVENUES FUNDS, continued

The Refuse Fund millage rate is determined by multiplying this rate (1.07) times the taxable value in
order to generate sufficient revenue to cover the cost of refuse collection and disposal as well as the
recycling collection. The 2008 rate was reduced by .15 mills due to the re-bidding of collection and
disposal services by SOCRRA member communities. The 2011/12 budget reflected a need to increase
this millage rate due to a decrease in taxable value and an increase in costs. The .07 mill increase in
2009/10 came from the Capital millage rate. Due to the further reduction in taxable value, there was a
need to increase the Refuse millage rate .09 to .96 in 2012, .09 to 1.05 mills in 2013, .04 mills to 1.09 in
2014 and down .02 mills for 2015 through 2018 as a recognition of the stabilization and recovery of
taxable values.

Refuse Fund Millage
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§ 070
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ENTERPRISE FUNDS

Water and Sewer Rates are reviewed annually. The City purchases water directly from the Great
Lakes Water Authority (GLWA) and sewer treatment indirectly from GLWA through Oakland County.
Accordingly, rates set by GLWA have a direct impact on the rates charged by the City.

\éVqter and Sewer Charges for Service aam\Water gmSewer
25.0
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23



CITY OF TROY 2016-2017 Adopted Budget

Major Revenue Sources

ENTERPRISE FUNDS, continued

The City of Troy owns two public golf courses which are now operated and maintained by Billy Casper
Golf. Sylvan Glen Golf course is expected to produce 33,000 rounds of golf in 2015 and 2016.
Sanctuary Lake, the newer links style public course is expected to produce 42,600 rounds in 2015 and
over 44,000 in 2016. The greens fees are higher at Sanctuary Lake and golfers are required to take a
cart due to the challenging terrain, which accounts for the difference in the amount of revenue and
projected rounds. Sanctuary Lake also has a practice facility consisting of a driving range, chipping
area and putting greens.

The decrease in 2013 and 2014 for Sylvan Glen was due to significant green damage from the winter
kill. It is estimated that rounds and revenue for the 2014 Fiscal Year was down 6,200 rounds and
$180,00 respectively.

Golf Course Operating Revenues
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General Fund
Fund Balance

General Fund Unassigned Fund Balance as a Percentage of the Budget
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This chart depicts the cumulative result of excess revenues over or (under) expenditures in the
General Fund.
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Executive Summary

The Executive Summary is prepared as an introduction to the 2016/17 through 2018/2019 budgets and
provides a summary of Administration’s financial plans for the upcoming fiscal years. It will explain how
the City plans to utilize its resources and highlights some of the more significant changes to the City’s
budget. If a more in-depth understanding of the budget is desired, please take some time to review the
wealth of information found within the graphs, charts, narrative text, significant notes and funding level
summaries provided in the budget. The budget is available at the City Clerk’s Office and on the City of
Troy’s web site.

2016/2017 BUDGET YEAR

Total City Funds

The 2016/17 budget for all City funds totals $151.9 million. The City establishes a budget for 21 General
Fund Departments as well as 29 separate funds; these 29 funds can be further paired down into 6
major fund groupings. The largest is the General Fund, which provides $59.2 million in funding toward
the majority of services available to residents through the City’s 21 departments.

Special Revenues Funds provide a total of $17.5 million for major and local road maintenance, refuse
and recycling, library operations, federally funded Community Development Block Grant programs,
federal and state drug forfeiture programs, budget stabilization contingency and cemetery
maintenance.

Several notable items in the Special Revenues Funds 2016/17 budget include:

Maintain and repair major roads ($5.4 million)

Maintain local roads ($2.8 million)

Refuse collection and disposal and recycling activities ($5.0 million). Millage rate of 1.07 mills well
below the state maximum of 3 mills.

Library operations ($3.7 million). Millage rate of 0.7 mills which expires July 1, 2021.

Debt Service Funds total $6.9 million, which provides for debt payments on voter approved debt for
road construction projects, public safety facilities and the Community Center projects. In addition it
provides for Downtown Development Authority (DDA) financed debt that was refunded under the city
name but is paid by the DDA.

Capital Projects Funds total $18.8 million for 2016/17. These funds are used for capital equipment and
vehicles, construction and improvement of municipal facilities and road construction. Notable capital
projects in the 2015/16 budget include:

Major road construction and Improvements ($5.7 million)

Local road reconstruction and improvements ($3.1 million).
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Executive Summary

Rebuilding of Fire Station #4 ($3.1 million). The total cost of the project was budgeted at $3.8 million and
span's over fiscal years 2014/2015 and 2016/2017. The project has been and will be funded by a special
transfer from the General Fund totaling $3.8 million.

Trails and Pathways project estimated at $1.7 million of which $750 thousand is budgeted to be funded
through federal grants.

Enterprise Funds total $37.6 million and provide for $4.1 million in recreational activities from the City golf
courses and Aquatic Center along with $33.5 million for public utilities of water and sanitary sewer
services.

Internal Service Funds account for $11.8 million in services to all departments including Fleet
Maintenance of $4.3 million, Information Technology of $1.9 million and Compensated Absences of $4.0
million.

General Fund

General Fund revenues and other sources are budgeted at $57.0 million, an increase of $288 thousand
or 0.51% over the prior year budget. This modest increase is primarily in State Shared Revenue from
reimbursements of lost personal property tax revenues due to the phase in of the exemption for
manufacturing personal property. Property taxes, the General Funds primary funding source increased
by only $78 thousand or 0.25%. Although residential assessed values have seen significant increases
and commercial assessed values have stabilized, taxable value can only increase the lesser of inflation
or 5%. The CPIl index used for the 2016/17 fiscal budget was 0.3%. In addition, the phase in of the
exemption for manufacturing personal property has reduced the tax base.

The 2016/17 General Fund expenditure and other uses budget is $59.2 million, a decrease of $7.6 million
or 11.4% under the 2015/16 General Fund budget. The primary contributor to the decrease are the one-
time transfers to the Capital Project Fund. Prior year transfers included the "Troy Roads Rock" initiative, a
fire station pumper truck and partial funding for the rebuilding of fire station #4. The 2016/17 budget
includes only partial funding for the completion of fire station #4. Other notable changes in expenditures
include an increase for website design ($80 thousand), a market/feasibility study for the civic center
campus and a "net" three addition to employee positions including a receptionist at the east entrance to
provide customer service.

Revenues by Category
The General Fund derives its revenue from a variety of sources, the largest being property taxes. The
City’s general operating millage rate of 6.50 mills will provide approximately $30.9 million, or 54.3% of

the total General Fund budget for revenues and other sources.

Troy’s proposed overall millage rate of 1