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Attached is our budget analysis regarding the Non-Departmental budget for the 2020-2021 Fiscal

Year.

Please be prepared to respond to the issues/questions raised in our analysis during your
scheduled hearing on a date to be determined due to the coronavirus crisis. We would
appreciate a written response to the issues/questions as soon as possible. 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

2020-21 Budget Information for Non-Departmental

cc: Councilmembers

Auditor General’s Office

David Massaron, Chief Financial Officer
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Renee Short, Budget Team Leader
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James George, Agency CFO
Stephanie Washington, Mayor’s Office
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Non-Departmental (35)

FY 2020-21
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 $339.22 million in Non-Departmental expenditures from All Funds for
FY 2021, comprised of the following:

$307.22 million In recommended Non-Departmental expenditures from Fund 1000 General
Fund

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

In recommended Non-Departmental expenditures in Appropriation 14001
$ 30.00 million Budget Reserve from Fund 1000 General Fund

Revenues

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

As a result of the revenue estimating 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.
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 estimating group and
the state restrict any changes to revenues.




The Mayor recommends $1,038.49 million in Non-Departmental revenues from All Funds for
FY 2021, comprised of the following:

$951.49 million In recommended Non-Departmental revenues from Fund 1000 General
Fund

$ 50.00 million In recommended Non-Departmental revenues from Fund 1003 Blight
Remediation Fund

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

$ 5.00million |In recommended Non-Departmental revenues from Fund 4533 City of
Detroit Capital Projects

$ 30.00 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 B35-20) from Mayor Duggan’s
2021-2024 proposed budget for Non-Departmental.

Attachment 1 also represents proposed Non-Departmental expenditures and revenues showing
adopted FY 2020 budget and recommended budgets for FY 2021 through FY 2024 (B35-10
through B35-20). Attachment I also serves as the primarily basis for the questions on changes in
expenditure appropriations in the “Issues and Questions” section below.

Attachment II 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. Note: Some of the budget hearings for the above agencies and entities were
CANCELLED due to the coronavirus crisis.

However, LPD will raise some questions in this budget analysis regarding the Detroit Land Bank
Authority since the Mayor recommends 2 $13 million general fund subsidy for FY 2021 land
bank operations in Non-Departmental. LPD will request for representatives of the land bank to
attend the 2 p.m. Non-Departmental budget hearing on Thursday, March 19, 2020 in order to
address any specific questions that may come up regarding the land bank operations.

Issues and_Questions FY 2021 budget based on Attachment I expenditure information (B35-6
through B35-13):

L. On B35-6, Employee Benefits increases from $81.7 M in FY 2023 to $187.8 M in FY 2024,
an increase of $106 M. More specifically on B35-12, Discretionary Pension Contributions
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10.

1.

12.

(Appropriation 13854) goes from zero to $166 M in FY 2024. (LPD understands that the
gross FY 2024 pension contribution to be estimated at $192 M less a $26 M contribution
from foundations and DWSD equates to a net pension contribution of $166 M.) Obviously,
this shows the impact of the “pension cliff” starting in FY 2024. To mitigate the impact of
this pension cliff obligation, there is an $87 M contribution from the Retiree Protection Fund
reflected as a revenue on page B35-15. Please provide support how the OCFO projected a
pension obligation amount of $166 M for FY 2024, especially when some estimates have
reached approximately $240 M. Please provide what the pension cliff obligation amount
could be in FY 2024 if an amortization period of 20 years and 25 years were used to
determine the amount. Please provide your assumptions for the estimated pension cliff
obligation amounts based on a 20 year, 25 year and 30 year amortization period.

On B35-8, please explain why the Blight Remediation Fund expenditures go away starting in
FY 2021.

Please explain the $480 K reduction in the Detroit Building Authority expenditures in FY
2021. Of note is the reduction of four DBA FTEs in FY 2021.

Please explain the $151 K increase in CAYMC Building Rent & Rehabilitation starting in
FY 2021.

Please explain the $12 M reduction in the Claims Fund (Insurance Premium) starting in FY
2021.

Please explain the $6.8 M increase in Centralized Payments in FY 2021.

Please explain the $4 M decrease in Non-Departmental General Revenue expenditures in FY
2021.

Debt service (principal and interest) payment on Distributable State Aid Bond increases by
$4.7 M starting in FY 2021 due to debt service schedule, correct?

Please explain the $270 K reduction in Pension & Employee Benefits/Pension expenditures,
along with corresponding decrease of four FTEs in FY 2021. Please explain why this
division is downsizing.

Please explain why Elected Officials’ Compensation decreases by $8 K in FY 2021.

The current FY 2020-2023 four year financial plan shows a $50 M general fund contribution
to the Retiree Protection Fund (RPF) for FY 2021. The Mayor proposes to increase the
contribution to $70 M in FY 2021. Please explain the need to add $20 M in general fund
surplus dollars to make a $70 M contribution to the RPF in FY 2021. Is this decision largely
based on the current level of earnings in the RPF?

The Mayor recommends a general fund subsidy of $13 M to the Detroit Land Bank Authority
(DLBA) in FY 2021, the same as for FY 2020. Questions (note: the Office of the Auditor
General assisted LPD is coming up with questions for the DLBA):



Please explain the need for a $13 M general fund subsidy when the City’s demolition
program is completely going in house in FY 2021. Please explain the main services the
DLBA provides in FY 2020 and FY 2021. Please explain any change in services in FY
2021.

. Please provide FY 2020 budgeted versus actual positions. Does the DLBA plan to fill any
vacant positions? What is the level of budgeted positions for FY 20217

. Please provide a copy of DLBA’s FY 2020 budget, with a year-to-date budget analysis, if
available. Please provide the FY 2021 budget, if available.

. Please provide a copy of DLBA’s 2019 annual financial statements, if available. Did the
DLBA end up with an operational net loss or net income as June 30, 2019?

. Given that the Hardest Hit Funds (HHFs) ends by June 30, 2020, when does the DLBA
anticipate paying off any balance in the City of Detroit’s $20 M Demolition Advance
Fund? When will the advance fund completely go away?

Has money been included in the proposed budget for DLBA property maintenance?
Where are funds within the Proposed Budget?

. Have specific funds been included in funds provided to the DLBA to cover the sale of
properties at a loss?

. Who/ what entity is responsible for the accuracy and integrity of the data in Sales Force?
The Revised — Second Amended and Restated Memorandum of Understanding City of
Detroit and Detroit Land Bank Authority states that for demolitions with a cost above
$25,000; the City of Detroit CFO must grant approval to the Detroit Land Bank and the
Detroit Land Bank shall provide the City’s CFO with invoices and supporting
documentation in a form and manner acceptable to the City’s CFO. Does the CFO, or
any City official approve demolitions costing more than $25,000 prior to approval of the
demolition contract?

In the Revised — Second Amended and Restated Memorandum of Understanding City of
Detroit and Detroit Land Bank Authority, for non-HHF demolitions it states, the DLBA
will survey all such structures and identify certain of them for demolitions. Are there any
additional costs to the Land Bank for these surveys? How will these surveys be paid for?
If the City will pay for these, where are these funds budgeted?

. The Revised — Second Amended and Restated Memorandum of Understanding City of
Detroit and Detroit Land Bank Authority, under the section on Other Blight Remediation
Services includes renovation of structures, nonstructural blight removal, and cleaning title
for properties. Are there expected additional costs to the City associated with these
activities; if so, where are they budgeted?

Is it expected after that the Demolition Advance will be repaid forty-five business days
after the DLBA received the final disbursement of HHF dollars from MSHDA. In the
future, how will the DLBA fund its expenses over and above the City’s subsidy? Does
the Land Bank foresee cash flow issues after the Demolition Advance Fund has been
repaid?

. Attachment III represents concerns from the community regarding the budget priorities
relative to the DLBA from a public forum conducted by Council President Brenda Jones
and Council Member Janeé Ayers. If you haven’t done so already, please respond to
these questions raised by the community.



13. Please provide in which appropriations in the FY 2021 Police Department budget and FY
2021 DolT Department budget is the monies for Surveillance Technology housed, along with
the FTEs. Please give the total FY 2021 amount for the Surveillance Technology program.

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 | revenue information (B35-14 and 15):

14. Please provide a crosswalk from the major General Fund revenue amounts as reflected in the
February 2020 Revenue Estimating Conference report to the various budgeted major General
Fund revenue amounts in the 2021-2024 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.

15. Please explain the $12 million drop in the Claims Fund (insurance premiums).
16. Please explain the $20.2 M increase in Earnings on Investment.

17. Please explain where else in the FY 2021 budget are the Towing Administration Fees
budgeted

18. Please explain the revenue budgets for the Note B and Note C payments starting in FY 2021
when these are not budgeted in FY 2020.

19. It is obvious there is much less general fund surplus dollars for capital projects in FY 2021.
How much of the remaining Unlimited Tax General Obligation bond authorization does the
OCFO plan on issuing bonds against in FY 2021 to cover capital projects?

20. Attachment 1V represents LPD’s report on the FY 2021 capital improvement budget. Please
respond to our questions raised in this report.
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To: Saskia Thompson, Executive Director
Detroit Land Bank Authority

From: Honorable Brenda Jones, President &
Detroit City Council
Council Member Janee’ Ayers, Chair
Budget, Audit and Finance Standing Committee

cc: Honorable Colleagues
Avery Peoples, Legislative Liaison

Date: March 4, 2020

RE: Community Budget Priorities Questions

Affordable Housing and Home Repair

1. What plans are in place to increase the number of homes rehabbed for sale?
a. What is the cost of increase?

i. How can the increase be funded? (i.e., General Fund, Grant Funds)
2. What is the feasibility of the implementation of a reimbursement or abatement program
to reimburse residents that repair vacant homes themselves?

Blight

District 1

1. What is the current maintenance and upkeep strategy for vacant homes on Greenfield
and in the Brightmoor Community?

District 4

1. What plans are in place to increase and enhance board up and maintenance of blighted
properties?

a. How much money is allocated towards the board up and maintenarnce of blighted
properties throughout the districts?

i. Are funds evenly distributed or allocated based on priority and need?

1]



1. How s board up and maintenance of blighted properties prioritized
throughout the districts?
District 7

1. What steps are in place to prepare and sell homes prior to their becoming blighted?

2|



Atmchment TL

David Whitaker, Esq.

Director @itp ﬂt EB‘ID it

Irvin Corley, Jr. CITY COUNCIL

Executive Pelicy Manager
st L Ll LEGISLATIVE POLICY DIVISION

Senior City Pl
.l:’r’:;: é:'lvapu‘:::" 208 Coleman A. Young Municipal Center
Deputy Director Detroit, Michigan 48226

Phone: (313) 224-4946 Fax: (313)224-4336

John Alexander

LaKisha Barclilt, Esg.

M. Rory Belger, Ph.D., AICP
Elizabeth Cabat, Esq.

Tasha Cowen

Richard Drumb
George Etheridge
Deborah Goldstein
TO:; The Honorable City Council
FROM: David Whitaker, Director,
Legislative Policy Division Staff
DATE: March 12, 2020
RE: 2020-202 | Capital Improvement Budget

Christopher Gulock, AICP
Derrick Headd

Marcel Hurt, Esq.

Kimani Jelffrey

Anne Marsie Langan

Jamie Murphy

Carolyn Nelsan

Kim Newby

Analine Powers, Ph.D.
Jennifer Reinhardt
Sabrina Shockley

Thomas Stephiens, Esg.
David Teeter

Theresa Thomas

Kathryn Lynch Underwood
Ashley A. Wilson

Attached is the Mayor's Recommended City Capital [mprovement Plan for FY 20 and the FY 21-24 four-

year plan as found in the Executive Budget.

The attached pages show a complete current picture of capital projects and the various streams of funding
Street Fund, Federal Grants, Revenue Operations, General Obligation Bonds and General Fund Balance

(surplus).

The largest and consistent funding sources through the four-year plan are Street Fund (DPW), Federal

Grants (DDOT) and Revenue Operations (DWSD).

Itis anticipated that the Administration plans to sell an additional $80 million in spring of 2020 and are

included in the FY 2020 Amended Budget column,

Question for the OCFO - With $80 million projected to be sold in 2020, what is anticipated to be sold in
20217 Last year the total for both 2020 and 2021 was $126 million, is that stifl the targeted total?

Surpluses are also not used in outlying years, since the year-end surplus is not recognized at this point.

While questions for specific planned projects can be best answered by the departments, we would ask the
OCFO to provide Council with an updated reconciliation of 2019 and 2020 projects both completed and
in process from both the Unlimited and General Obligation Bond Funds as well as the Quality of Life

Funds.
Attachments (4)

cc! David Massaron, Chief Financial Officer
John Naglick, Finance Director
Tanya Stoudemire, Budget Director
Stephanie Washington, Mayor’s Office



FY 2021-2024 FOUR-YEAR FINANCIAL PLAN

CITY OF DETROIT
FY20 BUDGET AND FY21-24 FOUR-YEAR PLAN
GENERAL CITY CAPITAL IMPROVEMENTS

City of Detroit, Michigan

Frama o s fra-2 -3 Fout-Yoor
Adopted Amended | For Formcacy Plan
| _Dudem Budget’ Sudget | Dudgwt Sudget Totsl
H. bt Mussum
Caplial Imgrovements 16 Muteum | 1500000} ] -
= e—
Euu!mmu.wmm - | 2300000 - | - . .
Detrolt Historical Musewm —
Cagetal Imprgvements to Muitum | 2500000 | - 1
Tatal City Clerh | zscopce| 1 . -
[Otfics of the Chel Finandal Gicer
Ditie of Sudget L3ptopi/Computert 5,000
[ g & Proc L [Compulers 17500 .
#lnangta) Planning & Analysis Laptopy/Computens 000 -
11.500 - . - - .
Clerk
E«Scrioe Soltware 29.000 | | -
— E—
l:.m ; Cletk $3.006 | 1 . . - -
Joug —
Cate mynagement toftwite 78.000 | | | -
Total CAIO 13,000 | | * . .
|Departmera of Rppeshs & Hastings____
Dotument scanning/new ¢ filing system 150.000 .
Saftware suite lar dotument scamning 35339 L]
Total AN 185,533 -
[Bszacimant ol innevation B Techask
Enterprise Astel Managemant Sytiem 2,350,000
gnise D Manag Sntem 1.500,000
MNetwork Infragtructure & Secutity iImorovements 1.000,000
Technology Upgrades L Addiuons - Public Salety 8.174,25%
Technology Upgradss b Additicns - PC3 & Lapiops 280,000
ITouI Dol¥ §.$10.000 8,174.358 -
ReliaVote syriem for absentee voling 135414
Konnect Poll Chiel Soltware 143672
113,000
m——
454,006 - -
Fira
Fire Faciities Caplital itnprovements 3.000.000
Flir lnventory Mawmzul Sysizm 300,000
P
Total Fue 3.500.000 -
[Fleut Ma [}
GeneraA City Fleet feplacement 5,914,305 4 500,000 4,500,000
Heatth Fleet Me lacemnent 10,000
Pollce Fleet Replacement 6,650,000
Flew Haet Replacement 6,158,748
= I
[Tatsl Heat Manigermmt 8514305 | 13.115.745 4,500,000 4.500.000
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FY 2021-2024 FOUR-YEAR FINANCEAL PLAN

CITY OF DETROIT
FY20 BUDGET AND FY21-24 FOUR-YEAR PLAN
GENERAL CITY CAPITAL IMPROVEMENTS

City of Detroit, Michigan

{Contumed)
Fraom Framg Frao-nl Fra-a (37 -8 i) FYa-24 Four-Year
Adoptad Amanded | Rstommend | Foreeast Forsaant Forwiast Plan
Budpet “2" Buadget Budget Budget Budpet Tord
Sonersl Sarvices Department
Recreation#aclities Improvernents 5,300,000
ity Pask tmprovemnents 8,300,000
toe Louls Greenway « Segment 1 10.000,000
Qifice of Sutralnabilay - Wtikty Bill Mgmt Saftware 1,265.000
Tatal G50 1265000 | 33.600.000 - - .
[Haatth Department
Ultrasound Machine & Chink Furniture 9000
Sword Schotions Sofware 3,000
Cortputers & Equipment for New Statt 8,000
[ 1, Tablety, L Inspection materialy 15.070
Tablets & CEnical Fusniture for Health locationy 160.000
Total Heatth 235,070 - -
Heuslag & Revitallzation Department
Ligiops 7.000 {
Tsta HAD _7.000 =1 - =
Hyman Resourcet De
Lapteos 5.000 |
I,
Total RumanResources $.000 [ | -
Linw Department —
Computers & Laptom lor New Staff 33,000 | -
R
Tot Law 13000 | = E : e
s Offica
Computers & Laptops for Hew Stast 10.000
Total Ma; Offles 10.900 - - - -
[Municioa Pariing Gepartmen:
Garage & Meter Maintenznce & Repairs $.000.000
Lighung Tewers for ILA 53000
Video Cameras & Equipment Lsun
[Total Parking 5,056,500 - - L] . = -
|Not Departmental
Lind Acaulstiian for Economic Development TSOLW
Total Non-Depantmental 7.800.600 . - - - .
|Mf & Mf
Heighb Studies & mpl 2,500,000 $00,000 500,000
— — S —
Yotsl Planning & Development 2,560,000 - $0d,000 - - - $00,000
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FY 2021-2024 FOUR-YEAR FINANCIAL PLAN City of Detroit, Michigan

CITY OF DETROIT
FY20 BUDGET AND FY21-24 FOUR-YEAR PLAN
GENERAL CITY CAPITAL IMPROVEMENTS

{Coantinued)
FYama Framo Frag-21 ra-n ra-n G- FounYaar
Adopted A ded | N d| F Formemst Forseast Man
Budgst M Buriget Budget Sudget Sudget Total
Pofics
Pol ¢ Lease Ebmination Pian . 1,200,000 - .
Pot gu Fac aties Capital impsovements - 7,700,000 - -
Bulletprao! Ven Replatement . 760,000 - . -
Total Police : 11,600,000 - - . . -
[Department of Public Worky
Equipmiem 1,500 0600 1,500,000 11067.000 1,500,000 1,500,000 1,500,000 6,567,000
Highway Bt des 3450450 3450450
Brdge Improvements $00,0C0 500,000
Road & Bridge Repair, Resurdating, & Aeconstruction 30 353.697 30,369,697 24,250,000 23,725,000 252290 25734294 !9,!4!,!91
Trunk. ne :mprovements 1962478 1962478 . . .
Greenways Mobility, L Sidewalks . 1.000,000 1.000.000 2,000.000 21,000,000 8,000,000
Traflic Contre’ Improvements 2,050,000 2,050,000 1181 040 21050,000 1,091,000 213190 7,454,380
Tratfic Conr:| Roadways - Federa L State Grants 14050000 |  14.050,000 14,331 000 19331000 14617000 13909340 54180340
Debe Sarvice 3.160,911 11509731 13838917 12,990.855 |  12.998.055 12938.855 |  $2.015.477
— T e e T [
atal DM 570515900 52051590 57.657.957] S7.610455| SBA36S55) 59275308 232964671
[Fonai General Gty Agencies [ 90151580 12050580 ( 62650952 S7614455 | SMAGSSS| 59275309 137,584,571

The only amandment snclucled 11 1he FY2210 Amended ptat Budiet v iha 380 man aepated m Soong 2910 fnd o tha Meend UT - B dines.

Road Bond Prajects
projected
Spend FY21 Projected | FY22 Projected | FY23 Projected
Project Project Budget | by 6/31/2020 Spend Spend Spend
Streetscapes __B0,000,000 ; 62,899,200 17,100,800
Sidewalk Repair & Replacement 20,000,000 20,000,000
Road limprovement 23,764,555 23,764,555
Band Sale Expensas 735,445 735,445
Total 114,500,000 | 107,399,200 17,100,800 - -




FY 2021-2024 FOUR-YEAR FINANCIAL PLAN City of Detroit, Michigan

CITY OF DETROIT
FY20 BUDGET AND FY21-24 FOUR-YEAR PLAN
ENTERPRISE AGENCIES CAPITAL IMPROVEMENTS

Fiod0 Frazn FY20-21 F¥21.22 ra-n Fris-2s Four-Year
Adopted Amandad Recommend Foreeast Forvaant Forueast Pan
Budgry Budgett Sudgat Budget Budgvt Budset Tatal
[cepanment of Trsnsportation
Coolidge Faciby Rebulld - Federal/Stace Funding 20,000,000 5,000,000 15,004,000 27,000,000 30.000.000 8,000,000 90,000,000
Caolid;t Fatiliy Rebulld - City Fundng - £,000,000 - . 5,000,000 5,000,000
Fised-Aoute Vehicse Replacement/Capansian 26,900,000 - 15,965,000 - 11,30%,000 47,170,000
Non-Revenue Vehicle Reglacement/Expantinn 500,000 - 500,000 500,000 500,000 500,000 2,800,000
Mid-ile Vehlcte Acguaitson/Overhaul 6,000,000 . 6.000.000 6,000,000 6,000.005 6,000,000 13,000,000
Faciity improvements 1,000.000 . 1,000,000 1,600,000 500,000 500,000 3,000,000
Iafarmation Technalogy 5,344, 320 . 1.000.000 1.600.0C0 1.000.000 1,000,000 4,000,000
Operatigny Equtament 491,376 N fﬁg& I?iﬂ 192,901 182,903 1.310.113
iu_ut DOoT $0.033%.636 10.000,000 59.956,376 35,971,946 54,407,901 15.182.903 m.m_ga_
[Watar & Sewersge Depactment - Retsit |
[ water
Water Fleld Services 52,219,000 . 41,984,000 15.233.000 14,000,000 71,112,000
Metering 12,000,000 . 12.000,000 4,000,000 4,000,000 20,000,300
General Pwpate 6,695,000 . 4,140,000 2,795,000 - 5,915,000
Water Cenural Services: Fleet 2.422,000 . 2,000,000 2,000,000 1,000,000 5,000,000
Water Ceptral Services; Facilitles 4,602.000 . 2,000,000 2,000,000 2,000.000 §,000,000
Waler Centeal Services: Information ‘I'er.nnnlm 5.316.000 - 3,287,000 1.780.000 1,618,000 §.832,000
Water Subtotal 53.254,000 . 63,411.000 27,411 Yoo 1,618,000 - 118.150.00c0
| Sowerape
Sewer Fig o Serv ey 35 051,000 15,362,000 15,363,000
Green nfrastiuciurg 10,155,000 12,080 000 10 373,000 3,923,000 17,188,000
General Purpoie | 5,695,000 4,140,000 2 795,000 6,915,000
Sewer Centra Services: Fleet 2.432.000 2,000 000 2 000,000 2.000.000 6,000,000
Sewer Centra Services: Facililes 4,601,000 1000000 1 000,000 1.000,000 6,000,000
Sewer Centra Services: Inlacmation Technology 5.316,000 3,282,000 1.788.000 1,618,000 €,691.000
Sewersge Subtotal €4.302.000 » | __49670000) 13938000 9.551,000 . T0.177.000

Water s Total { sarserom| - | ssouo] sszmroo] asseamel] - | sesemo00)

[rowt Enterpeise Agencies | 20760065  30.000.000] wsonasi|  wueoss|  sreseswa]  a6ssisnn]| srmras

T oy amangment wluded » Ing FY2010 Smenaed Ciuly Budpet - the $30mf.on sndpaiad m Spring 2020 1r0em g secone LTG0 bond serey.
DVED esput il smounty wif RBI MALEN Slageno der kg o gl bl

rd TotM - Generai Cty B Entu, Agancies 297.750.294 | 1aosLssa| 17883328 | 140364801 1seomiase T5A58,211 1 £09.51L799
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FY 2021-2024 FTOUR-YCAR NMNANCIAL PLAN City of Detroit, Michigan

CITY OF DETROIT CAPITAL PLAN

INTRODUCTION

Over the past five years, the City has made major capital investments o return City services to
levels Detroiters expect and deserve. During this time, we have installed 65,000 new LED
strectlights, demolished 15,000 dangerous vacant houses, added 120 buses to improve

transportation service, replaced public safety vehicles to reduce Police and EMS response times,
and renovated over 60 parks.

Over the last year, thanks to the City's return to the band market on its own credit in late 20138,
we have been able to make ambitious capital investments. During Fiscal Years 2021-2024, this
plan demonstrates continued investnients to improve the City's critical infrasiructure, expand
economic growth and opportunity, and continue to revitalize our neighborhoods. Our strong
public-private partnerships will continue to create unprecedented financial impact, with
programs jike the Strategic Neighborhood Fund and the Affordable Housing Leverage Fund
creating over $1 billion dollars in investments in our neighborhoods.

FY21-FY24 EXPENDITURES

The City of Detroit is responsible for maintaining a large inventory of capital assets, including
roads, parks, public safety facilities and municipal buildings, libraries, water and sewerage
infrastructure, and a flect of over 2,000 vehicles. Capital investments by the City enhance our

neighborhoods. strengthen public safety, improve citizen mobility, and elevate the quality of life
in our city.

These investments are aligned with both the five-year Capital Agenda's specific goals and with
its broad strategy of rebuilding population density in Detroit by increasing support for the
existing population while also atiracting new residents and businesses into thriving
neighborhoods. This Capital Plan also reflects an additional $80 million anticipated in the spring
of 2020 from the issuance of the City’s second bond series.

In addition to the projects outlined in this plan, a large number of projects begun with the first
series of UTGO bonds issued in FY 19 will be completed over the course of FY2{. In keeping

with our capital budgeting policies, the funds for these projects will be balanced forward and
spent down.

Ad9



FY 2021-2024 FOUR-YEAR FINANCIAL PLAN City of Detroit, Michigan

The City’s capilal plan has been restructured to align capital investments with the City Strategic
Priorities that guide our new method of outcome budgeting. These priorities are:

Increased Economic Opportunity and Reduced Poverty
Improved Public Safety

A More Vibrant and Beautiful City

Strengthened City Services

Effective Governance

Many of the City’s capital investments will fall into multiple Strategic Priorities. For example,
while a new greenway undoubtedly makes the City more vibrant and beautiful. it also creates
new mobility oplions and increases economic opportunity for residents who do not drive and
who can now more safely and efficiently bike, scooter, or walk to work.

Housing & Economic Opportunity

Housing and increased economic opportunity are the most exciting parts of our Capital Plan,
Although the funding discussed in this section does not appear directly in the City’s budget or
the table at the end of this section, it is held by fiduciary organizations for the exclusive use by
the City to implement the Strategic Neighborhood Fund (SNF) and the Affordable Housing
Leverage Fund (AHLF). These funds are a critical component of the Capital Plan.

SNF and AHLF neighborhoods will be marked by design excellence and a variety of choice—in
housing, in recreational assets, and in amenities. The Housing & Revitalization Department, in
partnership with the Michigan Local Initiatives Support Corporation and Invest Detroit are
revitalizing neighborhoods through the restoration of existing properties and with newly buiit
single- and multi-family homes. The City is committed to preserving all regulated affordable
housing units and to ensure that wherever growth occurs it increases inclusion and reduces
segregation, There will be mixed income and affordable housing throughout the City, ensuring
that those who have remained in Detroit benefit from its resurgence.

SNF Phase 1 funding commitments totaled $42 mitlion ($26 million in public subsidy) for three
Detroit neighborhoods: Islandview/Greater Villages, Vernor/Southwest and Livernois/
McNichols. SNF Phase 2 remains on track to raise $130 million for projects across seven
neighborhoods: Grand River/Northwest, Warrendale/Cody Rouge, Russell Woods/Nardin Park,
Campau/Banglatown, Gratiot/Seven Mile, East Warren/Cadieux, and Jefferson Chalmers. These
philanthropic commitments will allow the Funds to leverage $628 million in private capital, $150

million in low-cost capital, and $124 million in federal and state grants, for a total of $1.1 billion
dollars in neighborhood investments.

The AHLF is a tool established to achieve the goals of the City's multifamily housing strategy to
preserve 10,000 existing affordable housing units and create 2,000 new affordable housing units.
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The total affordable housing investment identified in the plan is projected at $765 million in
private equity, conventional debt, low-income housing tax credits/Michigan State Housing
Depariment Authority equity. and $250 million from the AHLF itself.

The City’s successful partnerships with private entities will continue to be a critical component
of our neighborhood-focused cconomic development effort through the four-year capital plan
period. Qur most notable accomplishments in this area are of course the redevelopment of the
Michigan Central Station and its surrounding area by the Ford Motor Company for use as its tech
innovation campus and the expansion of FCA’s Mack Avenue Engine Complex and Jefferson
North Assembly Plant. The total investment in the Michigan Central development will be
approximately $740 million, as well as an additional $10 million invested in the Corktown
neighborhood through & Community Benefits Agreement. The project will create 2,500 direct,
permanent jobs, 2,500 indirect jobs in Ford facilities, and 2,000 construction jobs. The total
investment in the FCA plants will be approximately $2.5 billion, including $35 million in
community benefit investments. The FCA expansion will result in not just 4,000 new jobs, but
4,000 new jobs for which Detroiters are given priority.

A More Vibrant & Beautiful City

The Capital Plan refiects the need to focus public infrastructure investment where it will create
the greatest returmn: supporting the existing population and atiracting new residents and
businesses into revitalized neighborhoods. The City plans to continue developing and
implementing projects that foster vibrant, inclusive neighborhoods across the City of Detroit.

In the most recent Capital Agenda, the City laid out a plan to make transformative investments
into recreational assets. Parks across the city will continue to receive substantial investments, and
in some cases expansions, with modern play equipment, safe walking paths, ample lighting, and
inviting landscaping. Many parks have been designated as soccer hubs and will be upgraded to
provide plenty of field space for Detroiters of all ages to master the skills of one of our most
popular sports. Parks improvements will continue to be made with extensive consultation with
the residents impacted by that park and its amenities. The City’s commitment to open, inclusive,
and accessible spaces that meet the diverse needs of residents of all ages remains strong.

Our recreation centers will continue to be modernized and improved to allow for the ongoing
expansion of programs, including the addition of mini-libraries. Recreation centers are the heart
of many of our communities and provide not only recreational programming but also educational
and skifl development programs. They serve as a safe space either before or afier school for
many young Detroiters. So whether a resident seeks to use the internet to apply for a job, take a
dance class, join a book club, or do all three, our recreation centers will continue to deliver.
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Through extensive community engagement, the City has identified areas that can be transformed
into greenways to connect the City's neighborhoods to each other and to downtown and
riverfront amenities. The first three mile segment of the Joe Louis Greenway will break ground
on the autumn of 2020 and, when complete, will form a 32 mile loop connecting City
neighborhoods, four neighboring cities, and even provide an international path to Canada. By
providing many methods of mobility, especially non-motorized methods via greenways, trails,

and protected bike lanes, barriers to access to City amenities and employment opportunities will
be substantially lowered.

The Capital Plan anticipates investments at two of our culwral treasures: the Charles H. Wright
Museum of African American Mistory and the Detroit Historical Museum. These capital
improvements will allow the museums to continue their ongoing campaigns to modemize their

facilities and create welcoming, inclusive, accessible spaces 1o lell the stories of Detroit and its
residents.

One of the strongest drivers of success is the availability of inclusive, exciting, and safe parks,
recreation cenlers, and cultural assets. This Capital Plan continues to implement investments that
will shape Detroit’s recreational and cultural landscape for generations to come.

Improved Public Safety & Health

To continue promoting positive health outcomes in our community, the Capital Plan continues
improvements to our health clinics and mobile health clinics to create modern health provision
centers with even more services. The mobile clinic fleet will visit our neighborhoods and provide
critical services like immunizations, STI testing and prevention, unintended pregnancy
prevention, WIC enrollment, blood lead testing, needs assessments, and many other services in

conjunction with community partners who work to help reduce infant mortality, drug abuse, and
chronic disease.

Our Police and Fire Depariments will continue to receive substantial capital investments in
vehicles, information technology, and facility improvements. The completion of the City’s fleet
replacement plan in the four-year period of this plan will see the entire Police and Fire fleels
within an industry standard fifecycle. A modernized and optimized public safety fleet will ensure
that potice officers and firefighters are able to switly and reliably protect the public. The

replacement of the City's fire fighting fleet will ensure that we maintain our top-tier 1SO
certification and keep property insurance rates lower.

Public safety information technology will continue to undergo the massive modernization and
replacement campaign begun during FY20. Everything from body cameras to servers, in-vehicle
laptops to sccured fiber optic cable between public safety facilities is targeted for investment,
New atmospheric monitoring devices will allow our firefighters to work safely inside buming
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structures with reduced risk of exposure to noxious and harmful gases. Our Police Department
will receive drones that will allow them to look around and inside structures during low visibility
or high risk situations without putting themselves in unnecessary danger.

The City’s {irchouse improvement campaign will be completed during this four-year plan period,
ensuring that all of our firchouses are at a state of good repair. These improvement allow our
firefighters to operate effectively and safely within the buildings that often serve as their homes
for many long shifts. Police precincts will continue to undergo the repairs and improvements that
began at the start of FY19; the anticipated second bond series in the first half of 2020 will allow
this investment campaign to ramp up. Additionally, the Police Department will complete the
lease consolidation initiative started in FY 2019 that will see the department move out of two
leased buildings into a single city-owned facility. This will allow the City to save funds on lease

costs while simultaneously providing the Police Department sufficient new space to fully operate
a number of policing vnits.

Finally, improvements will continue at the City’s Animal Care & Control building, allowing for
the care of more animals in clean and humane conditions. The City remains committed to
ensuring that all animals that come into its care receive quality, respectful attention.

Strengthened City Services

[nvestment in roads, transit, and sidewalks is critical, especially in a city as large as Detroit. This
Capital Plan provides for the City’s continuing transformational investment into our roads and
transportation infrastructure. We seek to create a reliable transportation system that connects our
residents and neighborhoods, improves public safety, creates economic opportunity, and
contributes to the reduction of poverty.

Roads, sidewalks, bridges, and streetscapes will receive nearly $200 million in improvements
over the course of this plan. Road quality reports and accident data will drive the investment into
our road resurfacing and replacement program, along with invesiments into traffic control and
calming efforis. City sidewalks will be replaced where needed and efforts to make our sidewalks
and roadways fully ADA compliant will continue with the ongoing installation of ramps and

curb cuts. The rollout of more protected bike lanes citywide will ensure sufficient access to safe,
non-motorized forms of transportation.

Our public transit system is a critical component of our Jocal economy, enabling thousands of
people to move about the city every day. This four-year plan envisions an investment of nearly
$177 million into our public transit infrastructure. The biggest and most impactful project is the
complete rebuild of the Department of Transportation’s Coolidge facility which wil! serve as the
new central repair and maintenance center for the City’s fleet of buses. This will ensure that our
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buses are maintained in top condition and are running reliably around the clock.

The bus feet will also continue to be modemized and expanded over the plan period, allowing
for the continued establishment of more 24-hour routes and increased bus frequency. Technology
improvements in the transit system will aliow riders to enjoy Wi-Fi on our buses, check the
status of the next bus, and easily engage with an online customer service portal. Finally,
continued improvements to our bus shelters will provide lighting and phone charging plugs and
will give riders a safe and comfortable place to wait for their bus.

Effective Governance

Technological advancement waits for no one and the City of Detroit plans to stay at the forefront
of technological innovations that will bring the most effective services to our residents and
improve the efficiency of government.

Investments in technology will include fundamentals iike new computers and server hardware,
faster network swilches, and advanced cloud solutions. The City’s Department of Innovation and
Technology will continue rolling out new enterprise software solutions such as an Enterprise
Asset Management system, which will track all City-owned assets, their conditions, and the
amount of investment made into them; an Enterprise Document Management system, which will
convert many of the City’s currently paper-based functions into an instantaneous digital system;
an Enterprise Records Management system. to properly retain records subject to numerous
retention schedules and make the retrieval of records smooth and quick; and an enterprise
solution for tracking and managing the City's utility expenses.

Bringing assels critical to city government operations into a state of good repair continues to be a
high priority in the City’s capital strategy. Along with the public safety fleet, the general city
fleet will be replaced and rightsized over the course of this capital plan period. City vehicles will
be put into a standard operational life of five years with the goal of replacement at that time and

not later. Revenues from the sale of these relatively newer vehicles will be used to continue the
replacement cycle,

The Detroit Water and Sewerage Department (DWSD) will continue implementing its $552
million capital improvement plan over the next four years. The investments into the City’s water
and sewerage infrastructure will continue the City's goal of delivering safe and cost effective
water and sewerage services. In furtherance of our mission to put health and safety in water
delivery first, the water main replacement projects will also involve the replacement of lead
service lines, Additional DWSD capital investments include water meter replacements citywide,

replacement of fire hydrants, the rehabilitation of the sewerage and stormwater infrastructure,
and flood control measures along the riverfront.
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Investments into the City service yards begun in FY19 will continue through the early years of
this capital plan. These service yards are the hubs of City service provision, with fleet repair
facilities, salt domes, and storage of heavy equipment like salt trucks, plows, dump trucks, and
construction equipment. The City will also begin the process of consolidating a number of our
service yards and garages into one centralized, more cost effcctive location.

FINANCING THE FY21-24 CAPITAL PLAN

The City annually implements its Capital Plan by appropriating funds for capital projects
through the budget development process. The Plan is primarily financed with UTGO bond
proceeds and supplemented by prior years® surplus, state and federal funds, and private granis.

During FY19, the City issued UTGO bonds in the amount of $136.6 million on its own full
faith and credit for the first time since our bankruptcy. During FY20, the City will issue a
second series of UTGO bonds totaling $80 million. These two bond series form the largest
portion of the City’s capital funding in the FY21-24 Capital Plan.

The City does not budget the annual surplus in the same year it is realized, but waits until it is
recognized, via the annual audit, and treats it as unassigned fund balance to be allocated
among the competing one-lime spending needs. For FY20, the City set aside $33.1 million in
unassigned fund balance to support capital projects but will allocate only $5 million in FY21,
because the City has reentered the bond market and does not need to continue utilizing so
much of our annual surplus for capital expenditures.

Debt Financing

With our reentrance into the bond markets, Cily capital investments will be financed primarily
through long-term debt. Long-term debt related to capital investment has two main purposes:

(1) 1t finances acquisition, construction, repair, and renovation of City-owned buildings and
equipment that are necessary to provide public services; and

(2) It finances infrastructure improvements to ensure the City’s continued growth

The City adheres to a Debt Issuance and Management Policy (CFO Directive No. 2018-101-007)
that established the conditions for issuing debt and the management of such debt. The City's
policy is to utilize long-term debt for capital purposes. However, the policy provides that short-

term debt may be used for certain types of projects, financing of equipment and vehicles, and, in
rare cases, aperations.

The City reentered the capital markets with a new General Obligation bond debt issuance in late
2018 for capital purposes. The City has achieved four consecutive years of balanced budgets and

ASB5



'Y 2021-2024 FOUR-YEAR I'INANCIAL PLAN City of Detrait, Michigen

operating surpluses since FY15 and has also received two credit rating upgrades. The City's
credit ratings with Maody's and S&P are currently Ba3 and BB-, respectively.

The new bond issuance entailed the sale of Unlimited Tax General Obligation (UTGO) bonds
issued on the full faith and credit of the City. UTGO bonds are an important method for funding
our capital priorities, because they allow the City to begin funding projects that previously would
have required the use of General Fund surpluses. This allows the City’s surpluses to be utilized
more effectively for operating needs and for important financial planning strategies like
contributions 1o the Budget Reserve and to the Retiree Protection Fund for the City’s pensions.

Authorization for these new bonds was previously obtained from the citizens of Detroit. The City
originally had $286 million in voter-approved, unissued UTGO authority. The City Council has
authorized the issuance of $255 million in UTGO bonds, though the capital plan currently
envisions an immediate need of $235 million for projects in the plan period. The City does not
plan to issue short-term taxable debt at this time.

It is anticipated that the City will seek additional UTGO voter authorization during this capital
plan period.

UTGO debt is repaid from a dedicated debt service millage. State law allows the Cityto levy a
debt service millage on certain real and personal property fo meet annual interest and principal
obligations. The City's hislorical debt service millage ranged from 7.0753 mills in FY06 to 9.82
mills in FY15. The current Debt Service millage is 9.0 mills. Due to the City's extended absence
from capital markets until FY 18, the outstanding UTGO debt service is scheduled to decline
substantially over the next several years. This afforded the City an opportunity to increase its
UTGO debt and remain within its historical millage levels. The City sold $135 million in UTGO
debt in FY 19 and anticipates selling an additional $80 million in the current fiscal year. These
bond sales are not expected to increase the current debt service millage.

Prior to reentering the bond market on its awn credit, Detroit had access to the credit markets
through the Michigan Financing Authority, as evidenced by both the exit financing and the
refinancing of limited State-revenue supported bonds (a limited type of credit). On November
16, 2017, the Michigan Finance Authority issued $124.5 million in revenue bonds on behalf of
the City for major and focal street improvements. The source of repayment for these bonds is the
annual allocation of gas and weight tax funds to the City through Act 51. The total principal
outstanding to date is $90 million. On December 13, 2018, the City issued $176 million in
refunding bends to purchase prior financial recovery bonds a1 a discount in order to reduce BrOsS
debt service in future years and achieve present value savings. In 2019, to support the
demolition of the Joe Louis Arena. the City issue $10 million in capital improvement bonds of

which $4.2 million has been drawn down to date. The due date for the final drawdown is June
30, 2020.

AS6



FY 2021-2024 FOUR-YCAR MNANCIAL PLAN City of Detroit, Michigan

On March 14, 2018, the City fully redeemed its outstanding C Note Limiied Tax General
Obligation (LTGO) bonds. This debt was redeemed utilizing General Fund surpluses and
proceeds from the sale of the Premier Garage. as required for redemption of the bends,
Redemption of this debt allows the City to fund other operating needs and additional capital
projects.

Other City-related entities that have active debt issuance programs are the Public Lighting
Authority (PLA) and the Detroit Water and Sewage Department (DWSD).

In June 2014, the Michigan Finance Authority issued $185.7 million in revenue bonds for street
lighting infrastructure improvements on behalf of the PLA. These bonds are secured by a first
lien on certain of the City's Utility Users’ Taxes ($12.5 million annually, until repayment) as
authorized under Public Act 393 of 2012.

DWSD uses debt financing, repaid by revenues from rate payers, to support its ongoing capital
improvement program. The DWSD Capital Improvement Plan is subject to approval by the
Board of Waler Commissioners. The Great Lakes Water Authority issues bonds on behalf of
DWSD to fund the DWSD capital plan projects.

External Sources

As is the case with other cities, Detroit receives revenue transfers, through grants and aid, from
the Federal and State government. Often that money compensates for required investments,
improvements, and regulations imposed or mandated by them. Detroit also receives a

substantial amount funding each year via grant awards from private sector enfities such as
foundations and corporations.

Intergovernmemal Grams & Aid

The City receives a number of categorical, matching and formula-driven grants; many are used
for operating purposes, some are for capital projects. Federal aid can flow directly to the city of
Detroit; some gets passed through various State of Michigan departments. Large capital grants
coming to Detroit are for transportation, streets, roads and traffic signals, tree removal, private
and public housing, safety and security equipment, and community development.

Philanthropy

The City continues to be successful in seeking grant awards from a variety of foundations and
corporate sources. These grants have funded park improvements and other open space
initiatives. Additionally, public-privale partnerships have been utilized for neighborhood
revitalization, economic development, housing, planning, transit, public safety, health, and
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workforce development initiatives. In FY21, the City will continue to leveraging its UTGO
bond proceeds to bring greater philanthropic investment into Detroit’s neighborhoods.

CAPITAL PLANNING PROCESS

The capital planning process begins with a project submission period during which all
departmens have an opportunity to identify their facility, equipment, infrastructure, and planning
needs in a systematic, prioritized manner, and lo submit their capital investment proposals for
funding consideration. Depariments may ulilize both internal assessments and external
constituent requesis o develop their capital improvement projects. Project requests must include
costs estimates, a description of the proposed scope of work, and any other requested information
1o help City officials conduct their respective evaluations. A final evaluation of the projects will
be conducted by the Office of the Mayor to ensure alignment with the City Sirategic Priorities.
At this time, departments may be required to submit additional information.

Project proposals must also account for any impacts on the City’s operating budget. Such
proposals are subject to additional review to determine the anticipated effect on personne),
maintenance. utilities. and supply costs, as well as expected changes in service demand or
delivery of departmental programs. It is generally assumed that certain types of projects, such as
HVAC system upgrades and window replacements, will provide operating budget savings as a
result of improved energy efficiency.

Because our capital plan will require regular review and supplementation as the future unfolds,
the City has established a Capital Projects Team in the Office of Budget, as well as a Facilities

Steering Committee, a Vehicle Steering Committee, and an Infrastructure Coordinating
Committee.

The Facilities Steering Committee will develop a Facilities Master Plan that will right-size the
city’s total footprint; bring the City's facility inventory into a state of good repair; avoid
investments into assets that the City is likely to vacate; and set the long-term strategic direction
that helps to leverage other City resources.

The Vehicle Steering Committee has developed the City Fleet Rightsizing and Replacement Plan
that guides the City’s acquisitions of new vehicles and the replacement of existing vehicles that
have reached the end of their useful life. Through this Committee, the City will ensure that the

City fleet is sized appropriately based on true departmental and service provision need, as well as
standardize the flect to reduce operaling costs.

Finally, the Infrastructure Coordinating Committee brings together the major infrastructure
departments of the City to ensure that investments are scheduled and implemented in ways that
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are complementary 1o other necessary infrastructure investments. For example, when the
Department of Public Works intends to replace a stretch of roadway, il will work with the Detroit
Water and Sewerage Department and the Public Lighting Authority to ensure that any

investments planned by these respective entitics are undertaken while the road surface is already
removed.
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