Saginaw City Charter Review Committee 

            Tuesday, September 9, 2008, 4:00pm

Meeting Minutes 




  Saginaw City Council Chambers, City Hall

Present:   Lou Ognisanti, Larry Coulouris, Henry Marsh, Leola Wilson, Joe Turner, Kathryn Rood, Irene Hensinger, City Attorney Thomas Fancher, City Clerk Diane Herman, City Manager Darnell Earley, Dr. Eric Scorsone (MSU), and Julia Darnton (MSU Extension, recording). 

The meeting was called to order at 4:08pm by Mr. Ognisanti. He offered a welcome to members of the public and press that were present. Minutes of the prior meeting were considered for approval. Mr. Turner asked for some time to consider the minutes.  

Mr. Ognisanti recognized the time for public comment and welcomed those present to share their thoughts with the committee.  Mr. Mike Thompson was present with comments for the committee.  He passed out a memo for the committee to consider.  Members of the committee took some time to review his memo.   

There was a change to the minutes of June 3, 2008.  Mr. Turner revised comments attributed to him that a loss of taxable value in the city would mean that the current tax structure would not be sufficient to raise $3.82 million. The minutes of the last meeting were approved with the changes. 

Mr. Earley took a minute to address the committee about Dr. Scorsone’s role.  Dr. Scorsone and his team are offering research and information from MSUE on economic trends and the outlook for economic forecasting.  Dr. Scorsone has offered a lot of information to City Council.  (His presentation will be made available to the committee and staff.)  Dr. Scorsone planned to present his analysis of the financial impact of the city meeting its revenue versus costs.  In 2006, the city needed an additional 6 mills in the Public Safety Millage to generate enough money to provide for police and fire. The city wanted to look for ways to sustain services or even enhance those services.  

The income tax was used as a counterbalance to the tax cap but that is being affected by the loss of jobs.  Eric’s role is as a research analyst and looking at the impact of the finances and what is on the horizon for the next 3 years before the city has to go back to ask for more from the citizens of the city. Mr. Earley remarked that this is a unique situation because the city of Saginaw has limited its ability to fund city services without providing for increases in costs over time.  

The presentation by Dr. Scorsone was then started.  Dr. Scorsone talked about demographic changes including the population declining to 1920 levels. Unemployment has increased since 1990.  The number of jobs has declined since 1990.  Even the gains of the 1990s were not as great in Saginaw as in other places around the country or the nation. Mrs. Hensinger asked if the jobs that have been created since 1990 are full time jobs. Dr. Scorsone responded that they are not necessarily full time because of the change in the kinds of jobs. The number of jobs is still declining even though data is not available for 2007 and 2008. Mr. Turner asked if the results are different for the county as a whole compared to the City of Saginaw.  Dr. Scorsone responded that Saginaw County as a whole is losing population and jobs would be somewhat similar.  The employment sectors are also changing; there are now more medical/health care jobs instead of manufacturing. 

Dr. Scorsone then looked at specific provisions about taxes in the city charter. Property values have declined even with the delays in assessment.  The trend is not in a good direction; values are declining. The impact is somewhat delayed and may be coming in the next few years.  If property values decline to $505 million, then the city cannot collect even the $3.82 million that is the current charter limit. 

Property taxes and corporate taxes have fallen while General Motors, Delphi, and Eaton Corporation are all paying less because they own less property. SEV has declined.  The SEV is falling a great deal faster on the west side of the city but the east side is remaining more stable with smaller declines.  

The presentation they considered tax rates. The debt millage has been eliminated.  Fiscal year 2009 total collection were $10 million. This excludes the sewer and water funds.  The total millage for the city is 14.2588 mills.  This is an increase because of the public safety millage.  

 In considering the tax burden in comparison with other communities, Saginaw is a low tax area.  (More information is available in the original presentation.)

Dr. Scorsone showed a draft showing the rate change in income tax, specifically – the growth in income tax over time.  The city has become more dependent on income tax to pay for a number of city services.  This information is similar to the data displayed on the jobs chart.  Because of the property tax limitation the income tax has become more important to city revenues. 

If the income tax would have grown at the rate of inflation it would be 8 million.  Other millage funding cannot be used for general funds but are specifically allocated – such as the trash millage or the public safety millage.  

When the cap was put in the millage rate was 7.5 mills.  When the limitation was put in place there were no special assessments.  Mr. Turner pointed out that not all of the total property tax collected goes to the City of Saginaw.  Much of it goes to schools.  The cap did not cure the problem of money going to other agencies.  

Dr. Scorsone did work in Colorado where there was a property tax cap but Saginaw’s case is the most extreme that Dr. Scorsone has ever seen because it does not adjust for inflation or changes in population.  The value has gone down by half since 1979. The purchasing power of that sum has been cut in half. Even the Headlee Amendment allows for changes in inflation.  The Detroit CPI was used to calculate the inflation rates.  Property tax is a very small portion of the general fund. There is more reliance on income tax.  State share revenue is intact but it was reduced in the first part of the decade – that has stabilized but adjusted for inflation, it is still declining.  The City’s general fund resources and spending has gone up by $3 million and has only increased 6% -- higher than inflation at 3-4%.  Retiree health care is a large portion of that as well as health care costs for employees.  

Most of the revenue increases have come from one-time increases.  There have been transfers from other funds, grants, and a fee increase.  That is not a sustainable way to balance the budget. The fee increase revenues were projected but those fees have not yet been collected.  That data will be available once the fees have been collected. The loss of property values and property tax has affected general fund revenue.  City spending has been constrained since 2000.  After inflation that would be even less. The road fund is projected to decline 25%.  All funds are projected to go down because of inflation.  Current number of employees is 457 used to be 650.  Mr. Turner pointed out that in 1979 when the tax cap went into effect, there were 1000 city staff, eighteen months later there were 638.  The city has reduced its workforce as funding has decreased.  In Dr. Scorsone’s opinion there is a potential problem with the number of employees per supervisor – this has been noted in the fiscal auditing.  

The city has 300 miles of roads but there is a reduction in the road funds of 25%.  The road funds have not changed but now those funds are decreasing because of the amount of gas sold – which is going down.  

The next portion of the presentation assessed the options available to the city comparing special assessments with general millage.  Because special assessments are specific, there are restrictions in the case of emergency.  There are some problems with special assessments are subject to Headlee Amendment.  The tax cap does not recognize the inflation or changes in population. Special assessments restrict the financing ability of the City Manager.  When times are bad, it is difficult to ask voters to approve special assessments and extra voted millages.  Revitalization requires investments in critical infrastructure and services.  Both sides of the equation the infrastructure need improvements.  

Mr. Turner asked Dr. Scorsone about the job multipliers for manufacturing when compared to health care.  Although, he did not have data on this, Dr. Scorsone estimated that manufacturing spins off more jobs than health care.  Health care may also be problematic for the community.  Health care can create more low paying jobs. Medicare changes are coming in the next 10 years.  Those programs will be more unstable in 10 years.  

Mr. Turner brought his perspective from the Board of Review that owner occupied houses are changing over to renter occupied housing.  Investors have purchased homes in areas of transition.  Income potential drops in that situation.  Mr. Turner also pointed out that special assessments cannot be levied against personal property, only real property.  Special assessments are supposed to be used for a specific benefit.  

The property value issue is critical to the committee’s consideration.   The changes to the charter need to take into account the long-term ramifications of the proposed changes.  Each of the choices would depend on other actions and choices.  Mr. Turner did some calculations on the changes of the tax cap versus the money cap.  

Mr. Earley responded to the discussion by reminding the committee that the city cannot continue to offer services when the tax cap is in place.  The city cannot continue to piece-meal funding for the city services.  The staff is not available to the city.  Even cutting the grass takes so many resources. The property tax can be stable funding for the city, as long as the city does not exceed the state limitations.  The city cannot continue at its current rate. 

Mr. Turner pointed out that the income tax generates twice what the property tax and would like the committee to consider what is fairest to the citizens.  Generally property tax is considered better at the local level.  Michigan’s property tax rates have been cut a great deal in the last few years and $20 billion in property tax statewide is exempted. 

Saginaw’s options are limited.  One-time revenues are going to evaporate – raising taxes is going to be difficult.  The State of Michigan can raise taxes without a vote of the citizens but residents of the city would have to approve an increase. The City of Saginaw has managed this very well even compared to places like Flint.  There are always going to trade-offs property tax would be better but in Michigan that is hard to say.  

Mr. Earley is not daunted by the prospects of changing the tax cap in the city. It will be a tough sell to the citizens but not impossible.  There are a number of projects that are going to hinge on quality of life issues in Saginaw to encourage investment and economic development.  Quality of life issues are going to be important to the future of the community.  People have to understand how suffocating this issue is to the City of Saginaw.  

Mr. Ognisanti suggested at this point that the committee defer the decision on section 45 and questions of the tax cap until the members have had a chance to review the information and materials presented.  He suggested that the time be spent at this meeting making decisions on other areas of the charter.  This committee must make recommendations to the city council but they need to be mindful of the results of the election that occurred before this committee met.   Mr. Ognisanti would prefer to consider the information before the group before making a recommendation. The exploration and information is positive.  

The committee then continued to look at the charter where they have left off previously.  The remaining time could be used to make some decisions that the committee can make now.  

The citizens will benefit from the deliberations that have been held and will be held.  The committee is now behind schedule from where they wanted to be at the beginning of the process.  There is a desire to have some time for public deliberation on these issues.  Part of the issue that is new is the decrease of both the income tax and the property tax value at the same time while costs are increasing. 

Mr. Marsh remarked that he is looking ahead to the mechanics of what the City Council is going to have to do when the committee is done with its recommendations.  This reminds Mr. Marsh about meetings held in the past.  Section 45 is not the only part of the charter that needs to be considered.  Members of the committee need time to consider the information presented to them.

Section 55:  Assessment Roll

Section 56:  Board of Review

Section 57:  Notice of Meetings

These sections do not reflect the changes to the current state law. This section should refer to laws of the State of Michigan that the city must follow. This is where the model charter might need to be referred to or other charters could be instructive.  Meeting dates and procedures are somewhat flexible but this section should reflect the conformation to state law.   The meetings referred to in these sections actually take place in March not in May.  These sections now have an asterisk which denotes the change in accordance with state law. Mr. Turner would like to have time to have more members appointed to the Board of Review. There will need to be consideration of changes in the number of people.  

The committee recommends only the change from May to March in the text of the Sections 55, 56, and 57.   

Recommendation:  Change “May” to “March” in sections 55-57 and insert the clause “or such other dates as the state mandates” in sections 55, 56, and 57.

Section 58:  Tax Apportionment

No changes were recommended by the committee.

Section 59:  Treasurer to Collect   

A member of the committee asks about having the correct titles for people – Is director of finance the correct title?  The intent is to give some flexibility to the City Manager to assign duties to staff as he or she may see fit.  [Appointive Powers is addressed in Section 29 of the Charter and Appointive Officers in Section 31.] Ideas from the recommendations earlier should be tied together.  Sections 29 and 31 triggers the change and would then take precedence.  

Recommendations:  No change in this section but make sure that revisions in earlier sections account for these provisions. 

Section 60:  Taxes, When Due

Recommendation:  No change is recommended for this section. 

Section 61:  Return to County Treasurer

Recommendation:  No change is recommended for this section.  [This is regulated by state law.]

Chapter IX:  Special Assessments

Section 62:  Council Resolution

Mr. Turner addressed the committee on this section.  Special assessments are dedicated to certain areas.  Some special assessments could be levied in perpetuity.  Some special assessments have to be challenged within 30 days; is that enough time?  He feels that there could be a limit on the number of years for special assessments. Currently there is no limitation in the Charter on the number of years for special assessments.  How many have gone for 20 years?  The reply was that sewer and water are often for that long.  Can the charter specify time limitations? Mr. Turner would advocate some limitation on the time for special assessment.  What if the bond had to be amortized over 25 years? 

Recommendation: Decision was deferred on these questions.  

Section 63:  Procedure Fixed by Ordinance

Recommendation:  No change was recommended for this section.

Section 63(a):  Off-street Parking 

Recommendation: No change was recommended for this section. 

Section 63(b) Boulevard Lighting  

Lighting cannot be funded by special assessment.  Only to areas that abut that area.  The section refers to an act of 1909.  This could be a much larger issue to tackle.     

Recommendation:  No change recommended to this section. 

Chapter X:  Retirement-Pensions

This chapter has already been removed.  

Chapter XI:  Utilities-Franchises-Permits

This chapter is very outdated because of updates to state and federal law.  

Much of this chapter has to do with the metropolitan right of way for utilities and telecommunications.  The control is all at the state and federal level but the right to restrict franchises is not controlled by cities.  

A member of the committee had a question what about section 73 – condemnation. The question is in abeyance – subject to the recommendation of City Attorney.  Mr. Turner: Also sections 75 and 76. Can those be used to get money for the city?  Those have been struck down by state law according to Mr. Fancher

Recommendation:  The committee recommends the removal of sections 70 – 76 because of the changes to state and federal laws. 

** Mr. Fancher will take a look at the whole chapter to see if there is anything that cannot be removed in light of the questions about Section 73. 

Chapter XII:  Recall-Initiative-Referendum.  

Much of this chapter has been superseded by State Laws.  

Recommendation:  Section 77 will state: “The general election laws of the state of Michigan shall apply to and control all procedures related to recall, initiative and referendum.” 

The rest of the chapter would be stricken (Sections 77-82).  

All amendments to the charter will have to be reviewed by the state attorney general.  

Chapter XIII.  Cemeteries-Parks-Trusts. 

This section was taken directly from Home Rule Cities Act.  There is actually less required by law now.  For example, the city would only need a straight majority to sell off land and the city can remove the land as a park if it is no longer part of the master plan.  

Mr. Fancher will bring the minimum language to the committee for their review. 

Sections 84 – 88 can be eliminated as unnecessary.  Rules and directions for the City on how to run the cemetery should be part of the city ordinance.  The ordinance on cemeteries and how they are run is similar to the directions for park land.  Cemetery trusts are regulated by state laws.  

There should be a reason for changes to this section.   The committee would like Mr. Fancher to look into this because this can be sensitive question. 

Chapter XIV:  Miscellaneous Provisions

Section 89:  Oath of Office

Mrs. Herman had a question about this:  What is the difference between appointed and elected offices related to this?  

Is there a requirement for appointment and re-appointment to city boards and commissions? Those boards are sworn in before they begin their sessions. There is a formal program for appointment of police officers where officers are sworn in with this oath. Not every employee has taken an oath to uphold the law.  Fire has also begun to take this oath.  The reference made when they take the oath is to this section. The section is not clear who should be taking the oath.  Are employees being asked to take an oath that is not necessary?  Mrs. Wilson believes that this is not necessary.  If you are elected then you have to take an oath but if not, city employees should not be made to take an oath. 

Letter says that this is an appointment.  

Recommendation:  Change to first sentences “Every person elected to an office or appointed to any city board or commission, before entering ….

Section 90:  Notice of Election or Appointment

This section should follow the language of Section 89.

Recommendation:  Change the first sentence to read “Written notice of election or appointment of any city officer or appointment to any city board or commission shall be mailed to him at his address in the city by the city clerk …”

Section 91:  Restrictions

People who are in default to the city cannot run for office, but people who are in default can hold office.  Some reasons for this are if the amount is de minimis – less than $15, if the issue is in legitimate dispute, if the person has entered into a payment plan.  There is a short window for the person resolve the situation to resolve the default and for the clerk to certify the person for the ballot.  This section should be retained and clarified or expanded. 

The question arose about people who currently hold office who are not subject to removal if they are default to the city. This seems unfair or wrong.  In reply to this, members of the committee said that the political process and the recall process should be able to work that out.  Sometimes the amount is not a lot of money.  But people would find out and take action.  Leave this the way it is.  Removing a person in office would require a detailed process that was spelled out in the charter.  The charter does not need to regulate that issue.  

This section should also insert the language in the first sentence “… or appointment to any city board or commission”.   Mr. Fancher will check and see if that situation applies to employees.  Mr. Turner asked how remuneration would be defined.  Last sentence has to be changed because of state law.  

The question also arose about people who serve on boards or commissions that live outside of the city?  How is that affected?  Mr. Fancher will advise the committee.

Recommendation:  First sentence will read “No person in default to the city shall be eligible for election or appointment to any city office or appointment to any city board or commission.  The last sentence will also be removed because of changes in state law. 

Section 92:  Vacancy Defined

Boards and commissions rules should cover this question. Each board and commission has rules for those situations.  

Recommendation:  Remove the clause “moves from the city”

Section 93: Official Interest in Contracts

Recommendation:  No change is recommended.

Section 94:  Private Use of Public Property

This is quaint language

Recommendation:  No change is recommended. 

Section 95:  Misdemeanors Under Charter

Mr. Turner wondered if there could be a change in the charge for misdemeanors.  The amount is prescribed by law and $500 is the maximum allowable by law. The amount cannot be changed. 

Recommendation:  No change is recommended. 

Respectfully submitted, 

Julia Darnton
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