Multi-Year Budget

MULTI-YEAR BUDGET 2013-16
(previously Fiscal Analysis)

The City of Novi has long recognized the need for planning to provide quality services to its
residents. This is evident in the work performed by the elected officials, City staff and various
committees and boards. The City has conducted many studies and has developed plans, policies
and procedures that have guided the City in making sound decisions regarding infrastructure and
services.

The City of Novi continues its strong financial position as a result of long-term financial planning,
maintaining responsible fund balances in conformance with GFOA recommended practices and
low debt obligations.

Under Michigan law, the maximum debt Novi can issue is $301,329,000. The City’s current debt
applicable to this limit is $41,093,000 or 13.6% of the amount allowed. The City had twelve debt
issues in 1999 and currently has five debt issues (excluding the debt for the Ice Arena and Senior
Housing facilities and Special Assessment Bonds). The reduction relates to both retirements of debt
and refunding (refinancing). The City has taken advantage of both the decline in interest rates
and its excellent credit rating (AA+ and Aa2) to obtain more favorable rates — lowering interest
expenditures. The outstanding debt is related to long-term assets - infrastructure and facilities:
roads, library facility, fire station, purchase of parkland, etc.

The City has focused on long-term financial planning since the 1990’s. Since 2004 the City has
prepared a multi-year budget, going beyond the requirement for adoption of an annual budget.

Throughout the document, and in particular in the City Manager’s message, the reader will find
the key financial environment for Novi and used in preparation of the multi-year budget.

Total property tax revenue, which is the primary revenue source, reflects an incline for 2013-14 of
approximately 1%, and then moving forward the estimate is for moderate increases of 3-4%. For
the General Fund the property tax revenue is estimated at $14.652 million, $15.226 million, and
$15.685 million for fiscal years 2013-14, 2014-15 and 2015-16, respectively. The General Fund
property tax revenue peaked in 2009-10 at $17.429 million. In the next two years multi -year
projections, City of Novi has factored in the potential decrease from the personal property tax
revenues as the result of the new State Law that exempts businesses with personal property under
$40,000 starting January 1, 2014. Furthermore, the law exempts the manufacturing equipment
from tax starting on January 1, 2016. Our projection lowers the personal property taxable value for
the next three years by approximately 36 million dollars.

The City of Novi budgets for full employment, maintaining a strong staff position
control and budgeting system. Any additional cost savings as a result of
vacancies, or positions filled at lower than budgeted amounts increases the fund
balance, and is used in planning for the subsequent year’s budget. The current
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multi-year budget assumes the increases/decreases in wages and benefits pursuant to the col-
lective bargaining agreements. In addition the 2014-15 and 2015-16 fiscal years include a 1.0%

increase in total personnel cost factor for potential increases in retiree health care and pension
as a result of closed plans, health care, and workers compensation. The City continues to fund

100% of its annual required contributions (ARC) for retirement benefits.

The following pages include the three-year budget used in preparation for the annual 2013-14
budget to be adopted in May. The City prepares the multi-year projection based on the best
data available at the time. The research includes obtaining data from the County and the State
of Michigan. This future outlook allows the City to plan rather than react to anticipated financial
conditions. Major assumptions can be found at the end of this section. The following pages provide
the multi-year budget for key governmental Funds as well as the property tax revenue and taxable value
assumptions.

46



47

Multi-Year Budget



Multi-Year Budget

48



49

Multi-Year Budget



Multi-Year Budget

50



51

Multi-Year Budget



Multi-Year Budget

52



53

Multi-Year Budget



Multi-Year Budget

54



55

Multi-Year Budget



Multi-Year Budget

56



57

Multi-Year Budget



Multi-Year Budget

58



59

Multi-Year Budget



Multi-Year Budget

60



19



Multi-Year Budget

Major Assumptions

Revenue

Property Tax: Maximum allowable millage rates are used for all funds except the Drain Fund. Taxable value
projections are as of March 18, 2013. The 2013 taxable value increased approximately $61,000,000 for net new
construction. The future property values for 2014 and beyond include approximately $75,000,000 in cumulative
net new construction. Penalties and interest are based on historical collections, not most recent years.

The current millage rate is 10.2 mills, even with the voters approved increase for the Municipal Road millage. This
increase was offset by the corresponding decrease in the Drain Millage. Another factor that has been taken
into account for the future years is the expected decrease in the personal property tax, per the new State of
Michigan law (SB 10) that erases the personal property tax on the industrial property and other businesses with
equipment less than $40,000.

State Revenue Sharing: Based on the 2010 Census, Novi's population is 55,224, which is a 16.5% increase from
the 2000 Census population of 47,386. The 2010 Census data is required to be used for the Constitutional
portion of State Shared Revenue distributions until 2020. The State Revenue Sharing for fiscal year 2013-14 is
estimated to increase approximately $164,000 compared with 2012-13 fiscal year. The statutory portion (now
known as the Economic Vitality Incentive Program, or EVIP) of the revenue sharing is assumed to stay at the
current level of $25,000.

Interest: Varies with available cash balances and interest rate forecasts for Certificates of Deposits, Treasuries &
Commercial Paper. It is assumed that interest rates and the revenues associated with it will continue at
current levels.

Expenditures

Personnel Services: Reflects increases and decreases pursuant to each of the current collective bargaining
agreements. An increase of 1% each year, using 2013-14 as base year, is assumed based on total personnel
costs. The personnel assumptions are based on the number of staff as presented in the Budget Overview —
Personnel Summary section for the fiscal year 2013-14.

Other: Most expenditures range from 1.5%-3%; certain maintenance items increased based on historical
median rate (i.e. road maintenance items).

Capital Outlay & Technology: The Capital Outlay and/or non-recurring items are based on actual amounts in-
cluded in the Capital Improvement Program (CIP) and have been estimated at $800,000 for 2013-14. The City
of Novi has a track record of replacing and maintaining assets, which not unlike businesses, allows the City
flexibility in deferring capital purchases for a period of time during financially tight years.

Vehicles for public safety are the only capital outlay purchases included in the projection period. Existing
Federal Forfeiture funds are planned to cover these costs through 2013-2014. No new Federal Forfeiture funds
are assumed for purposes of this fiscal analysis. Certain programs like PC replacement are included in 2013-14
budget and while department allocation may change, total estimated replacement remains the same plus
inflationary adjustment of 3%.

Capital Improvements: The Major Street, Local Street Municipal Street, Drain, and Parks, Recreation & Cultural
Services Funds reflect anticipated expenditures for each year based on the Capital Improvement Program.

Line item detail: The Multi-Year Budget is based on the categories within each department and adjusted for
individual line items. For example, in the General Fund, the Clerk’s Department adjustments have been made
based on election years. The General Administration Department has been adjusted for the final payment of
the Administrative staff sick banks in fiscal year 2012-13.
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