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Attached is our budget analysis regarding the Non-Departmental budget for the 2019-2020 Fiscal

Year.

Please be prepared to respond to the issues/questions raised in our analysis during your
scheduled hearing on Wednesday, March 27, 2019 at 10:00 a.m. We would then appreciate a
written response to the issues/questions at your earliest convenience subsequent to your budget
hearing. Please forward a copy of your responses to the Council members and the City Clerk’s

Office.

Please contact us if you have any questions regarding our budget analysis,

Thank you for your cooperation in this matter.
DW:icj:ss

Attachments:
Issues and Questions
2015-20 Budget Information for Non-Departmental

cc: Councilmembers
Auditor General’s Office
David Massaron, Acting Chief Financial Officer

Tina Tolliver, Director of Budget Development, Execution and Monitoring Division

Renee Short, Budget Team Leader
John Naglick, Chief Deputy CFO/Finance Director
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James George, Agency CFO
Stephanie Washington, Mayor’s Office
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Non-Departmental (35)

FY 2019-20
Budget Analysis by the Legislative Policy Division
Summary
Appropriations

The Non-Departmental agency budget contains appropriations for general fund activities not
specific to any one department. The Non-Departmental agency budget also contains
appropriations for subsidies to enterprise agencies and various other organizations.

In addition, Non-Departmental contains appropriations that are offset with equal revenue
amounts for organizations whose employees are included and paid through the city payroll

system such as the Detroit Building Authority and the Pension and Employee Benefit
appropriation.

Over the years and on an increasing basis, programs with employees have been added to the
Non-Departmental budget. When programs with employees are included in Non-Departmental
the real line of reporting is blurred or in fact completely hidden by the presentation.
Consideration should be given to the re-alignment of these organizations into the agencies where
the employees ultimately report.

The Mayor recommends $356.44 million in Non-Departmental expenditures from All Funds for
FY 2020, comprised of the following:

$289.94 million | In recommended Non-Departmental expenditures from Fund 1000 General
Fund

$ 12.00 million In recommended Non-Departmental expenditures from Fund 1003 Blight
Investments

$ 2.00 million | In recommended Non-Departmental expenditures from Fund 3921 Donated
Funds-P.E.G. Fees

$ 7.50 million In recommended Non-Departmental expenditures from Fund 4533 City of
Detroit Capital Projects

$ 45.00 million In recommended Non-Departmental expenditures in Appropriation 14001
Budget Reserve from Fund 1000 General Fund

Revenunes

The Non-Departmental agency contains the major revenues supporting the General Fund that are
not specific to any one department.

As a result of the revenue consensus process now in place in accordance with Section 8-213 of
the Detroit City Charter and per Public Act 182 of 2014, which mandates a revenue estimating
conference, there is general agreement with the revenue estimates included in the budget.
Another revenue consensus will be conducted in May based on more up to date collection data.
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Any budget amendment presented to City Council during that time will reflect any new revenue
estimates and will be a part of the final budget for the ensuing fiscal year. In making
adjustments to the budget, the revenue estimates agreed to by the revenue consensus group and
the state restrict any changes to revenues.

The Mayor recommends $1,083.35 million in Non-Departmental revenues from All Funds for
FY 2020, comprised of the following:

$930.85 million In recommended Non-Departmental revenues from Fund 1000 General
Fund

$ 73.00 million In recommended Non-Departmental revenues from Fund 1003 Blight
Investments

§  2.00 million In recommended Non-Departmental revenues from Fund 3921 Donated
Funds-P.E.G. Fees

$ 32.50 million In recommended Non-Departmental revenues from Fund 4533 City of
Detroit Capital Projects

$ 45.00 million |In recommended Non-Departmental revenues in Appropriation 14001
Budget Reserve from Fund 1000 General Fund

Non-Departmental’s Budget Recommended by Mayor Duggan

Attachment I is a copy of the summary pages (B35-1 through B35-9) from Mayor Duggan’s
2020-2023 proposed budget for Non-Departmental.

Attachment I also represents proposed Non-Departmental expenditures and revenues showing
adopted FY 2019 budget and recommended budgets for FY 2020 through FY 2023 (B35-10
through B35-19). Attachment [ also serves as the primarily basis for the questions on changes in
expenditure appropriations in the “Issues and Questions™ section below.

Attachment Il provides a description of the expenditure appropriations identified in Attachment
L

City Council has scheduled separate budget hearings for the Detroit Building Authority (DBA),
City Airport, Board of Ethics, Media Services and Communications, Museum of African
American History, Detroit Historical Institute, Detroit Zoological Institute, Eastern Market, the
Detroit Wayne County Port Authority and the Board of Police Commissioners. Therefore, the
Legislative Policy Division (LPD) will not raise questions regarding these entities in this budget
analysis but will do so in separate budget analyses for the budget hearings associated with these
entities.

However, LPD will raise some questions in this budget analysis regarding the Detroit Land Bank
Authority since the Mayor recommends a $13 million general fund subsidy for FY 2020 land
bank operations in Non-Departmental. LPD will request for representatives of the land bank to
attend the 10 a.m. Non-Departmental budget hearing on Wednesday, March 27, 2019 in order to
address any specific questions that may come up regarding the land bank operations.




Issues and Questions FY 2020 budget based on Attachment I expenditure information (B35-10
through B35-13):

1.

2.

10.

11.

12.

Please explain $109 K increase in Organization for Cities.

Parking Programs reduces by $63 K. Please explain why the Eastern Market Garage parking
program funding goes away starting in FY 2020.

Funding for Tax Increment Districts is eliminated starting in FY 2020. LPD assumes the
City’s OCFO-Treasury will continue to capture the property taxes associated with the DDA
and Chrysler-LDFA specific tax increment districts. Where now in the FY 2020 budget is the
payment of the captured property taxes to these tax increment districts? Likewise, where in
the budget is the capture of property taxes associated with the Detroit Brownfield
Redevelopment Authority (DBRA) and the payment of the captured property taxes to the
DBRA’s tax increment district?

Please explain why Prisoner Care funding goes away starting in FY 2020.

Please explain the $225 K reduction in City-County Building Rent. Is there still room in the
CAYMC to consolidate City operations from other locations into the CAYMC? Are there
any plans for a major expansion of space for any existing departments located in the
CAYMC to take place in FY 2020?

Please provide support documentation for the Charter Revision Commission recommended
budget of $576,000 for FY 2020.

Please explain $12 M increase in Claims Fund (Insurance Premium). Is this $12 M increase
reflected on the revenue side of Appropriation 00852 Claims Fund (Insurance Premium)?

Centralized Payments decreases by $6.5 M. Please explain major decreases by object code
(hardware maintenance, software maintenance, telecommunications, utilities-water, utilities-
sewage, miscellaneous expense and grant contributions-cash). What are the typical type of
grants the grant contributions-cash support?

Please explain $674 K decrease in General Revenues/Expenditures.

Please provide a copy of the debt service (principal and interest) payment schedule that

supports the $18.1 M increase in the debt service payment in FY 2020 for Distributable State
Aid Bond.

Please explain the rationale for transferring the P.E.G. Fees from the General Fund to a
separate “Donated Fund/non-major)” fund. Is the Donated Fund considered a Special
Revenue Fund, which funds can only be used for specific purposes?

Please explain the $469 K decrease with corresponding reduction of 7 FTEs in the Pension
and Employee Benefits/Pension Division. Why is this division downsizing?



13.

14.

15.

16.

17.

18.

19.

Please provide a copy of the debt service payment schedule that supports the $2.4 M decrease
in the debt service payment in FY 2020 for Note B Payment. Did the 2018 refinancing of
Limited Tax General Obligation bonds help to reduce this debt service payment? Is this debt
service payment also net of the proportionate share of this debt to be paid by the Enterprise
Agencies?

The payment to the Retiree Protection Fund increases by $5 M. Is this fund on track to
accumulate approximately $335 M by June 30, 2023 to help address the pension cliff starting
in FY 20247

Please provide a copy of the debt service payment schedule that supports the $8.5 M increase
in the FY 2020 debt service payment associated with the Quality of Life Exit Financing.

Please explain the elimination of PLD Decommission Cost funding starting in FY 2020,

Please explain the source of the $45 M revenue that is supporting this $45 M payment to the
Budget Reserve that is increasing the budget reserve from $62.3 M to $107.3 M (page A29 of
2020-2023 four year plan), which is approximately 10% of General Fund appropriations. Do
the rating agencies feel this provides a better cushion for the City of Detroit to withstand an
economic downturn?

The Mayor recommends a general fund subsidy of $13 M to the Detroit Land Bank Authority
(DLBA) in FY 2020, a $1 M decrease from FY 2019. Questions:

a. How does the $1 M decrease in the City’s contribution impact the operations of the
DLBA?

b. Please provide FY 2019 budgeted versus actual positions. Does the DLBA plan to fill any
vacant positions? What is the level of budgeted positions for FY 20207

c. Please provide a copy of DLBA’s FY 2019 budget, with a year-to-date budget analysis, if
available. Please provide the FY 2020 budget, if available.

d. Please provide a copy of DLBA’s 2018 annual financial statements, if available. Did the
DLBA end up with an operaticnal net loss or net income as June 30, 2018?

e. What is the balance of Hardest Hit Funds (HHFs) currently being maintained by the
DLBA? Is there any opportunity to receive additional HHF dollars? When does the
DLBA anticipate spending the remaining HHF dollars?

f. What amount does the DLBA currently owe the City of Detroit’s $20 M Demolition
Advance Fund? Does the DLBA anticipate paying off any outstanding amount owed to
this fund by the time the HHF dollars have been totally exhausted?

g. Will any of the Blight Investment dollars in the FY 2020 Non-Departmental budget be
used to demolish any properties owned by the DLBA in FY 2020? Will of these dollars
will be used to board up any properties maintained by the DLBA in FY 20207

Regarding the Sinking Interest and Redemption (Debt Service) Agency 18, where property
tax revenues are captured from the debt millage payments made by residential, commercial
and industrial property owners in the City of Detroit to pay the annual debt service
requirement associated with outstanding Unlimited Tax General Obligation (UTGO) bonds,
page B18-7 reflects a $13.3 M increase in the debt service payment for FY 2020. Please
provide a copy of the debt service schedule that supports this increase. Were any of the
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outstanding UTGO bonds refinanced in 2018? Does this increase include any debt service

requirement for FY 2020 associated with the $137 M in 2018 UTGO bonds sold for capital
projects?

Contained in the Non-Department revenue appropriations are the following major General Fund
revenue sources: income taxes, property taxes, casino (wagering) taxes and state revenue
sharing. However, a portion of the income tax revenue is budgeted in the Police Department, in
accordance with PA 394 of 2012. The majority of the utility user’s tax revenue is budgeted in the
Police Department as well.

Issues and Questions based on Attachment I revenue information (B35-14-15):

20.

21.

22,

23

24,

Please provide a crosswalk from the major General Fund revenue amounts as reflected in the
February 2019 Revenue Estimating Conference report to the various budgeted major General
Fund revenue amounts in the 2020-2023 four-year plan, recognizing that the majority of the
major General Fund revenue is budgeted in Non-Departmental, but with some portions being
budgeted in the Police and Library Departments. Please provide clarity as to where the $12.5
M in utility user’s tax revenue is budgeted as a transfer to the Public Lighting Authority
(PLA) to cover the annual debt service requirement associated with the PLA bonds for street
lighting infrastructure capital projects.

Please explain the $20.2 M increase in Eamnings on Investment.

Please explain the $1.2 M decrease in Towing Fees Administration.

. The Mayor recommends using $117.6 M ($12.1 M on Risk Management; $73.0 M on Blight

and Demolition; and $32.5 M on Capital Projects) of $131.5 M in Prior Year Surplus (as of
June 30, 2018 according to the 2018 Comprehensive Annual Financial Report [CAFR)),
leaving a remaining balance of $13.9 M in Prior Year Surplus. Does the Administration look
to spend any of this remaining balance in FY 20207

Please provide a chart showing how the $73.0 M in Blight and Demolition is allocated
amongst the various departments in FY 2020,
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