Revenue Options
February 22, 2018

*Some slides taken from the Michigan Department of Treasury

• All of the reductions we are recommending are difficult choices and
reflect many of the services and amenities that many of residents rely
on utilize.
• The “Proposed Cuts,” totaling $3.4 million in expenses, are
recommended considering that we will not be receiving any additional
revenue.
• All of the reductions have been recommended to the City Council and
the “2019 Proposed Cuts” will be included in the current budget
preparation.
• In the event the City received additional revenue, Council could amend
the budget to reinstate reductions.

No Revenue Solution-Proposed Cuts

2019

Eliminate CRC Funding

$25,000.00

Eliminate Community Agency Funding

$46,700.00

Sidewalk Winter Maintenance Service Reduction

$25,000.00

Maintain Tri County at $15k
$103k to be used for infrastructure; Eliminates staff intensive
process for funding and oversight
No longer clear interior neighborhood streets

Reduction of 4 Fire/EMS employees

$360,000.00

Through attrition (reduce to 42)

Reduction of 5 ELPD Officers

$450,000.00

Through attrition (reduce to 49)

Reduce $150k from 54B

$150,000.00

To be specified by the Court

Reduce PACE Officers

$60,000.00

Eliminate 2 P/T staff

Reduce Aquatic Center Hours

$18,000.00

Open one hour less per day

LEAP Membership

$15,000.00

Televising Council & Planning
Total

$150,000.00
$1,299,700.00

Allocate CDBG funds to Infrastructure

No Revenue Solution-Proposed Cuts

2020

Reduction of 4 additional Fire/EMS

$360,000.00

Reduction of 4 additional ELPD Officers

$360,000.00

Reduction of one Planning Staff

$70,000.00

Contingent upon CDBG & Human Services change above

Reduce additional $150k from 54B Court through Attrition

$150,000.00

To be specified by the Court

Close Hannah Center

$1,010,000.00

Close Aquatic Center

$30,000.00

Eliminate Cash Support to Helping Hands

$10,000.00

Eliminate Support to Folk Festival

$35,000.00

Eliminate Cash Support to Jazz Festival

$14,000.00

Eliminate Park Stewardship Program

$43,000.00

Eliminate Community Events and Farmers Market

$90,000.00

Total

$2,172,000.00

Eliminate Cash and in-kind support

FY2018 GENERAL FUND ADOPTED BUDGET
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General Fund Revenue Total FY 2006-2017
Fiscal Year

General Fund Revenue Total

Percent Change

2006

$

33,827,505

2007

$

34,863,846

3.1%

2008

$

33,587,106

-3.7%

2009

$

32,990,309

-1.8%

2010

$

32,997,385

0.0%

2011

$

33,637,727

1.9%

2012

$

33,992,733

1.1%

2013

$

32,902,731

-3.2%

2014

$

32,062,290

-2.6%

2015

$

32,171,747

0.3%

2016

$

33,378,853

3.8%

2017

$

33,357,979

-0.1%

Percent change from 2006 to 2017

-$469,526

-1.4%

As established by the City’s Financial Health Team, we are seeking
solutions that generate $5 million in additional revenue per year.

The East Lansing City Council has two options available that would
produce the amount of revenue needed to continue to provide the
services at an appropriate level and remain financially sound.
• Income Tax

• Property Mills
• Continue funding discussions with MSU

Mills
• A tax rate on property, expressed in mills of the property's
value.
• A mill represents $1 per $1000 of taxable value.
• Property taxes are calculated by multiplying two factors- the
taxable value of the property and the millage rate. Taxable
value is one-half or less of a home’s market value.
• The City of East Lansing currently levies 17.56 mills for
general operations. This has been “rolled-back” by the
Headlee amendment from the 20 mills permitted under the
Home Rule City Act.

Headlee Amendment
Headlee requires a local unit of government to reduce its millage when annual growth on
existing property is greater than the rate of inflation. As a consequence, the local unit’s
millage rate gets “rolled back” so that the resulting growth in property tax revenue,
community-wide, is no more than the rate of inflation. A “Headlee override” is a vote by
the electors to return the millage to the amount originally authorized via charter or state
statute.
Prior to Proposal A, legislation passed in 1994, local governments were allowed to “roll up”
their millage rates when growth on existing property was less than inflation. “Roll ups”
were a self-correcting mechanism that allowed local governments to naturally recapture
taxing authority lost due to Headlee rollbacks in prior years. A local government could only
“roll up” its millage rate to the amount originally authorized by charter or state statute.
The ability to “roll up” was eliminated with the passage of Proposal A.
The 1994 change to the General Property Tax Act has prevented local governments from
being able to share the benefits of any substantial market growth in existing property
values.

Not all Mills are Created Equally…
Mills under the Home Rule City Act have the greatest flexibility.
Mills can be allocated for any governmental purpose,
infrastructure, public safety, parks and rec, etc. Or they can have a
specific purpose when placed on the ballot.
Mills outside the Home Rule City Cap have to specifically
authorized by statute:
• Debt Millage
• Millage levied by an Authority
• PA 345 Fire and Police Pension

Debt Millage – a millage authorized for a specific capital
project. The proceeds must generally be used with three
years of selling bonds. The repayment cannot take longer
than the useful life of the improvements.
• Residents have certainty about the purpose.
• They expire after the debt has been paid.
• It counts against the City’s debt limit.
• Makes it difficult to do sustained improvements, year after
year.

Authority – a type of governmental entity established by a
specific act and are created to perform a special purpose. An
authority must typically be established by two our
municipalities. Examples of local authorities include the East
Lansing-Meridian Water Sewer Authority (ELMWSA) and the
Capitol Area Transportation Authority (CATA)
Authorities that East Lansing could consider:
• Fire/EMS
• Parks and Recreation

PA 345 – Fire Fighters and Police Officers
Retirement Act
• Allows municipalities to adopt an Act 345 pension fund
• Permits a municipality the ability to levy mills outside of the
Home Rule City 20 mills and also allows Headlee cap
• May include a self imposed millage cap

What does an Income Tax Look Like?
Who would pay the East Lansing income tax?
Residents would pay a 1% income tax (whether they work in East Lansing or another
community) and non-residents would pay a .5% income tax.
If a resident lives in East Lansing and works in another community with an income tax
or works in East Lansing and lives in another community with an income tax, they
would pay .5% to East Lansing and .5% to the community in which they work or
live.
Proceeds for pensions, annuities, and retirement benefits (including social security)
are not taxed. Deferred compensation is taxable, for example, 457 plans.
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