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City 
Strategic 

Plan 
(proposed)

2020

Priority Based 
Budgeting

2019

Resident 
Survey of 
Priorities

2018

Organizational 
Strategic Plan

2014

Sustainability 
Framework

2013

Ann Arbor’s History of Planning & Prioritizing

16 overarching goals 
derived from over 20 
City plans to create a 
sustainable A2.

Internal plan to 
achieve 
organizational 
excellence.

External survey to 
determine 
community priorities 
for budgeting.

New budgeting tool 
to prioritize services 
(programs) due to 
limited resources.

Council approved 
integrated plan to 
achieve long-term 
objectives.
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What is a Strategic Plan?  Defines our Purpose and Guides our Actions.

Mission (Why we’re here)

Vision (Where we’re going)

Goals (Describes success)

Objectives (What’s changing)

Initiatives (Specific actions)

Frequency of Change

Annually

Rarely



The City of Ann Arbor’s mission is to deliver 
exceptional services that sustain and enhance 

a vibrant, safe and diverse community.

MISSION:

(Why We Exist)

A safe, accessible, and welcoming community 
with a healthy natural environment, 

sustainable living, and an innovative culture. 

VISION:
(What We Aspire to Be)

5

City Strategic Plan
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Goals from Priority Based Budgeting
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Pursue Our 
Vision

Fulfill our 
Mission

A safe, accessible, and welcoming community with a healthy natural environment, 
sustainable living, and an innovative culture. 

The City of Ann Arbor’s mission is to deliver exceptional services that sustain 
and enhance a vibrant, safe and diverse community.
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Live Our 
Core Values

Safe, engaged, vibrant community Diverse, equitable, and inclusive

Well maintained & sustainable infrastructure Environmental Stewards

Healthy & sustainable economy Responsible & responsive government

Equity – Sustainable – Excellence – Safety – Integrity – Accountability – Innovative 
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Goals, Objectives and Measures

See Separate 
Document:

Ann Arbor Strategic 
Plan - 2021
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Section II
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MRF – Recycle Ann Arbor
Affordable Housing:  20-year millage
COVID-19 – Minimal Infections from the Workplace
AAPOA Contract Approved
Successful CALEA Audit supporting AAPD excellence
A2Zero:  Carbon Neutrality Plan Adopted
City’s First Resiliency Hub – Northside Community Center
Senior Affordable Housing – Acquired Lurie Terrace
Solar – Installed on Fire Station #6 & Solarize Program
Short-term Rentals – Established Policy Direction
Allen Creek Railroad Berm Opened
Gelman Plume – Community & Stakeholder Input Provided to the Court 
Election – Successfully Completed without Significant Incident During the Pandemic
FY2020 Financial Performance Positive (Gen Fund)
Healthy Streets Pilot
•Pandemic – Operational Impacts
•Supplemental Payments to Pension/VEBA not made

Recent Successes & Challenges 
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Trends & Implications
Trends Implications

Growth in City Population Housing Affordability, Transportation, 

Growth in UM Student Population Housing Affordability, Neighborhood Impacts

Low Interest Rates Low Cost to Borrow, Higher Pension/VEBA contributions

State Restrictions on Local Revenues Greater Reliance on Local Resources, Less Local Financial 
Discretion

Higher Costs to Live in A2 Increased Resident Needs & Financial Vulnerability

Increased Use of Work from Home Less Office Space & Parking Demand

Increased Sales of Electric Vehicles Investment in Power Infrastructure, Parking Decks

Man-made Chemicals in the Environment Increased Mandates, Climate Change, Health Impacts

Racial Injustice Need for Systemic Changes, Trust-Building, and DEI 

Climate Change Stormwater, air quality, resiliency issues, population 
migration

Limited Opportunity for Revenue Growth Structural Financial Strain for Local Gov. with Normal 
Inflation

Violent Crime Trending Up Mental Health, COVID
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Section III
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Budget Process

Dec 14, 2020 (Council Retreat) - Today

• Review Financial Projections

• Confirm Council Priorities

Feb - Mar 2021 (Council Work Sessions)

• Staff Presents Budget Requests to Deliver Council Priorities within 
Financial Constraints

Apr 19, 2021 (Council Presentation)

• City Administrator Presents Recommended Budget (2 Year Plan)

May 3, 2021 (Public Hearing)

• Public Hearing Held on Recommended Budget and Fee Changes

May 17, 2021 (Council Consideration)

• Council Considers and Adopts Budget (2 Year Plan)



Development of Recommended Budget
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• Two kinds of budgets are adopted – Operating Budget and 

Capital Improvement Budget.

• Council policies, staff expertise, and public input guide the 

development of City Administrator’s recommended budget.

• Council policies include:

• City Strategic Plan/Framework

• Fund balance policy

• Pension & OPEB funding policy

• Capital Improvement program policies

• Capital repair/replacement policy

• Enterprise capital repair/replacement policy

• Parks “fairness” resolution

• Policy guideline – transition statutory state shared revenue from 

recurring to non-recurring revenue.



Rules Surrounding Budget Adoption
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• Two year fiscal planning cycle - first year is the budget.

• 7 votes to adopt the budget.

• 6 votes to amend on the night of the meeting.

• 8 votes to amend during the fiscal year.

• If not adopted at the end of the 2nd Council meeting in May, the City 

Administrator’s recommended budget is considered adopted.

• Budgets are adopted by the fund in total, not each line item, with one 

exception – the General Fund.

• General Fund budget is adopted by Service Area represented in the 

fund (Safety Services, City Administrator, Community Services, etc.).

• City not allowed to expend monies unless budgeted, so June has 

year-end budget amendment for areas forecasted to overrun.



City Financial Performance Measures
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NOTE: FY2021 General Fund balance projected to be 21.7% at June 30, 2021. Policy range = 15-20%.

FY2018 FY2019 FY2020

Independent Assessments

1. Financial Audit - 0 material weaknesses & 0 

significant deficiencies 0 / 0 0 / 0 0 / 0

2. Bond Rating (S&P) - LTGO is AA+, Water is AA, 

Waste Water is AA+ AA+/AA/AA+ AA+/AA/AA+ AA+/AA/AA+

Fiscal Control

3. General Fund structural deficit (recurring revenues 

- expenditures) Balanced Balanced Balanced

4. General Fund unassigned fund balance 12% 19% 19%

Debt/Liability Management

5. Pension funded ratio 86% 86% 85%

6. VEBA (retiree healthcare) funded ratio 66% 64% 66%

7. Funding General Fund Capital Maintenance tbd tbd tbd
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General Fund Projections

FY2022 Financial Outlook
General Fund Base Projection

FY2021 FY2022 FY2023

Budget Initial Economics Risks/Opps Projected Projected

(Mi ls .) (Mi ls .) (Mi ls .) (Mi ls .) (Mi ls .) (Mi ls .)

Recurring

Revenues 112.6$    114.3$    (1.9)$       -$        112.4$     115.7$    

Expenditures (111.6)     (115.5)     0.2           -           (115.3)     (118.9)     

Net Surplus/(Deficit) 1.0$         (1.2)$       (1.7)$       -$        (2.9)$        (3.2)$       

One-time

Revenues 1.1$         1.4$         (0.1)$       -$        1.3$         1.2$         

Expenditures (1.1)         -           (1.2)         -           (1.2)          (1.1)         

Net Surplus/(Deficit) -$        1.4$         (1.3)$       -$        0.1$         0.1$         

Net Surplus/(Deficit) 1.0$         0.2$         (3.0)$       -$           (2.8)$        (3.1)$       

Unassigned Fund Balance 21.1$      18.3$       15.2$      

Policy range (15% to 20%) 20.7% 17.8% 14.4%
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General Fund Scenarios
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General Fund Scenarios
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General Fund Opportunities / (Risks)

Opportunities / (Risks) Not Included in 
Projections

FY22 Amount FY23 
Amount

Marijuana Sales Tax Receipts Tbd Tbd

A2Zero Investments – Recurring ($1.7-1.9M) ($2.1-6.5M)

A2Zero Investments – One-Time ($1.5-4.1M) ($2.9-4.7M)

Affordable Housing Investments (Tbd) (Tbd)

Enhancing Community Policing (Tbd) (Tbd)

Fire Apparatus – One-Time ($206k) ($269k)



21

General Fund Projections
FY2022 Financial Outlook

General Fund with A2Zero Fully Funded

FY2021 FY2022 FY2023

Budget Initial Economics Risks/Opps Projected Projected

(Mi ls .) (Mi ls .) (Mi ls .) (Mi ls .) (Mi ls .) (Mi ls .)

Recurring

Revenues 112.6$    114.3$    (1.9)$       -$        112.4$     115.7$    

Expenditures (111.6)     (115.5)     0.2           (1.9)         (117.2)     (125.4)     

Net Surplus/(Deficit) 1.0$         (1.2)$       (1.7)$       (1.9)$       (4.8)$        (9.7)$       

One-time

Revenues 1.1$         1.4$         (0.1)$       -$        1.3$         1.2$         

Expenditures (1.1)         -           (1.2)         (4.3)         (5.5)          (6.1)         

Net Surplus/(Deficit) -$        1.4$         (1.3)$       (4.3)$       (4.2)$        (4.9)$       

Net Surplus/(Deficit) 1.0$         0.2$         (3.0)$       (6.2)$       (9.0)$        (14.6)$     

Unassigned Fund Balance 21.1$      12.1$       (2.5)$       

Policy range (15% to 20%) 20.7% 11.8% -2.4%

Risk 

Adjusted

Memo: FY2023 recurring (deficit) excluding Opportunities/(Risks)                                                    $    (3.2)
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Other Funds
• Water – Revenues need to increase approx. 6-6.5% for the foreseeable future to fund 

reinvestment in the water system including the water treatment facility and the 

distribution system. Future funding needs are heavily dependent on the final design, 

timing and cost estimates of the water treatment plant rehabilitation. 

• Sewer– Revenues need to remain at current levels to fund debt service related to the 

completed wastewater treatment plant. Rate increases are on pause for FY22 to 

provide relief to customers from rate increases during tough economic times. Fund 

balance will be used to fund the capital needs associated with the maintenance of the 

collection system. Revenue requirement increases will be evaluated again during the 

FY23 budget period. 

• Stormwater – Revenues need to increase in FY22 by an estimated 5%, then stay in the 

5% or less range to fund large capital projects in the pipeline as well as the systematic 

implementation of the asset management program. 

• Solid Waste – Primarily funded from property taxes. The recently approved Solid 

Waste Resource Management Plan is in the process of being implemented.

• Streets – Funded from a variety of sources, including the Street, Bridge and Sidewalk 

millage (primary) and Weight and Gasoline Tax (Public Act 51). Current Pavement Asset 

Management goals are being reviewed to develop aggressive but achievable outcomes.  

Funding & contractor availability remain the primary limiting factors. 

• Sidewalk Construction – Newly approved millage will begin revenue collection in 

FY22.  Project prioritization and financial planning is commencing.



Challenges on the Horizon
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• COVID-19
– Decreased Parking, Citation, and Fine revenue

– Increased Human Service and Eviction Prevention Needs

– Potential for reductions in taxable value

– Remote work challenges and expenses

• Economic Downturn 
– General Economy, which affects sales taxes/State resources

– Financial Markets, which may increase required pension contributions

• State Budget
– Legislative Risks – roads (effect of electric vehicles on funding), state shared 

revenue, fire protection grant, etc.

• Federal Policy
– Changes in policies for affordable housing, infrastructure, ROW, CTN funding, etc.

• Capital Investment Needs
– Roads, capital repairs/replacement of fire stations, water treatment plant, 

recycling/solid waste contracts, parks facilities.

• Debt Management
– Retirement System underfunding

– Higher interest costs

• Labor Contracts (Police/Fire Costs)
– Long-term impact to the General Fund for the cost of police/fire pension benefits & 

wage costs related to turnover.
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Section IV
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Confirmation of Priorities

• Affordable, Desegregated Housing

• Robust Mobility System

• Leadership in Sustainability

• “A Great Place to Live” – Thriving Downtown, Vibrant Parks

• Strong City Services


