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Introduction 

 

Every year, the Finance Department prepares a five-year forecast for the City Commission Long-
Range Planning meeting.  The forecast consists of financial data for the General Fund, Major and 
Local Street Funds, and the Water and Sewer Funds.  These funds have been selected for the 
forecast because they drive many of the financial decisions for the City and have a significant 
impact on the residents.  The forecast consists of actual financial data from the previous four fiscal 
years, projections for the current fiscal year, and projected financial data for the next four future 
fiscal years.  
 
The forecast is prepared in order to assist the City Commission visualize the City’s projected 

financial condition given certain assumptions and aid in the discussion of initiatives or projects 
that the City Commission may want to consider in the future.  The results of the analysis should 
be considered within the appropriate context.  Essentially, the financial results for future fiscal 
years should be viewed only as financial estimates derived from the best available information at 
this particular point in time.  Considered in this light, the financial plan provides a benchmark from 
which to monitor and evaluate ongoing financial trends and results.  The amounts and timing of 
future capital projects, as disclosed in this forecast, are sensitive estimates, and changes in these 
estimates could have a significant impact on the forecasted fund balances in the General Fund, 
Major Streets Fund, Local Streets Fund, and Water and Sewer Funds. 
 
For the purpose of the General Fund and Major and Local Street Funds, the level of projected 
fund balance is typically used as the barometer to measure likely future financial strength.  In 
general, a level fund balance indicates a stable financial condition.  A decreasing or negative fund 
balance indicates a financial situation that the City will have to monitor closely in the coming years; 
it does not indicate that an actual fund deficit will occur.   
 
Summary 
 
The financial forecast that has been presented this year shows continued improvement in the 
City’s financial outlook.  After a low point in revenue was reached in 2011-2012, the City has seen 
revenue growth in eight of the nine years (fiscal year 2019-2020 being the exception due to 
COVID).  This is expected to continue in the future, with the increases led by property tax revenue.   
 
On the expenditure side, total costs are impacted significantly by the amount of planned capital 
projects, as well as the cost of personnel services.  The forecast shows that the resources 
available to the City will be sufficient to fund the projects that are currently planned to be 
undertaken. 
 
The City’s General Fund balance policy is that unassigned fund balance is to be maintained at an 
amount no less than 2 months, or 17 percent, of General Fund operating expenditures and no 
more than the equivalent of 40 percent of General Fund operating expenditures.  The General 
Fund’s unassigned fund balance is currently within the City Commission’s range and is forecasted 

to remain within the range for the years ended June 30, 2022, 2023, 2024, 2025.  The General 
Fund’s unassigned fund balance is forecasted to be above the range for the year ending June 30, 

2026. 
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General Assumptions and Information 

 

 Historical data for fiscal years 2017-2018 through 2020-2021 has been compiled from the 
City’s audit financial reports. 
 

 Assumptions are based on the most recent and best information known at the time of 
completion of this forecast, which was December 31, 2021.  Because these projected 
results are based on estimates and assumptions, actual results will likely differ from what 
is projected. 
 

 The assumptions presented are significant assumptions and are not all inclusive. 
 

 Estimates for fiscal years 2021-2022 through 2025-2026 were developed based on the 
City’s current budget or an up-to-date estimate for the current year and adjusted for 
inflation to determine future results.  Nonrecurring capital outlay purchases and significant 
encumbrance rollovers from 2020-2021 have been excluded from future projections.  
Significant exceptions to this method are noted in the specific assumptions on the 
following pages. 
 

 Annual inflation factors of 1.5 percent for revenue throughout the financial forecast and 4 
percent for expenditures for fiscal year 2022-2023, 3 percent for fiscal year 2023-2024, 
and 2 percent for fiscal years 2024-2025 through 2025-2026 were utilized. 
 

 Data has been collected and financial estimates have been developed utilizing a number 
of expert sources, including the City finance director and department heads, State of 
Michigan departments, and other professional sources. 
 

Basis of Accounting 
 
Data has been presented using the modified accrual basis of accounting, which is the basis of 
accounting used in preparing the annual budget.  Revenue is recognized when it is both 
measurable and available.  Revenue is considered to be available if it is collected within 60 days.  
Disbursements for nonfinancial assets (capital outlay) are recorded as expenditures.  
Expenditures are recognized when a liability is incurred; however, expenditures for debt service 
principal and interest, compensated absences, and claims and judgements are recorded only 
when the payment is due.  The Water and Sewer Funds have been presented using a basis of 
accounting that is different than the basis of accounting used in the City’s historical financial 

statements.  The Water and Sewer Funds have been presented in a manner to assist the City in 
forecasting the net cost of services throughout the forecasted period to coincide with the City’s 

rate-making methodology.  The Water and Sewer Funds also include depreciation expense, 
consistent with the City’s rate-making methodology. 
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City of Birmingham, Michigan 
Five-year Financial Forecast 

See accompanying summaries of significant assumptions and accounting policies. 

Description of Infrastructure Needs 
 
Overview of Projected Infrastructure Costs 
 
The Department of Engineering has provided estimated costs for street improvements along with 
associated water and sewer improvement costs for the period of 2022-2026.  The following is a 
summary of estimated infrastructure improvement costs by fiscal year, not including 2021-2022 
projects either in-progress or completed as of December 31, 2021: 
 

FISCAL 
YEAR 

MAJOR 
STREETS 

LOCAL 
STREETS 

WATER 
FUND 

SEWER 
FUND 

TOTAL 

2021-2022 $2,616,000 $2,525,000 $1,825,000 $2,249,000 $9,215,000 

2022-2023 $3,850,000 $2,100,000 $1,624,000 $1,495,000 $9,069,000 

2023-2024 $2,850,000 $2,875,000 $2,550,000 $2,145,000 $10,420,000 

2024-2025 $1,425,000 $3,125,000 $2,550,000 $2,500,000 $9,600,000 

2025-2026 $3,985,000 $3,275,000 $2,650,000 $2,100,000 $12,010,000 

 
Streets 
 
The Department of Engineering believes that the level of spending shown above is needed to 
allow the City to maintain its investment in streets.  Failure to maintain streets at this level could 
result in streets deteriorating faster than the City can replace them in the future.  Individual 
planned street projects are listed in the Major and Local Street Funds section.  
 
Sewage Disposal System  

 
In 2011, the City Commission endorsed a backyard sewer and water master plan.  The goal of 
the plan was to abandon or rehabilitate most public sewers and water mains located in backyards 
by 2019.  While progress has been made on this plan, there remains additional work to be done.  
The key components of this plan included: 

 
 Address all back-yard facilities to greatly reduce the chance of unexpected failures and 

emergency work as well as the private property damages that go along with such events 
 Provide additional sewer capacity to the system in general in these neighborhoods where 

deficiencies currently exist 
 Replace or rehabilitate permanent pavements and water mains in the study area that are also 

in need of work 
 Divert storm water flows away from the combined sewer system for significant acreage in the 

Evergreen-Farmington District in order to reduce sewage treatment and retention basin 
maintenance costs 

 
In 2021, there were six blocks of backyard sewers lined. This leaves approximately three blocks 
to be completed.  The remaining blocks will be completed upon the acquisition of easements.  
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City of Birmingham, Michigan 
Five-year Financial Forecast 

See accompanying summaries of significant assumptions and accounting policies. 

Water Distribution System 
 
On-going improvements to the water system are planned in conjunction with street renovation 
projects subject to City Commission approval.  Additionally, approximately 740 lead service lines 
are required to be replaced by Michigan law.  The City is required to replace at least 7% of the 
service lines annually.  The City participated with SOCWA (Southeastern Oakland County Water 
Authority) to solicit bids from contracts to complete replacements. There are approximately 439 
lead service lines that still need to be replaced. The City is anticipating that the remaining lead 
service lines will be replaced during 2021-2022, 2022-2023 and 2023-2024, with 375-400 of those 
lines being replaced using the American Rescue Plan Act funding.  
 
Other Current and Future Projects 
 
Birmingham Triangle District Corridor Improvement Authority 
 
The City Commission created a Corridor Improvement Authority in November 2008 to address 
infrastructure needs within the district using tax incremental financing (TIF).  The Authority 
approved a development plan whereby tax incremental financing would be used to develop public 
parking within the district.  The initial focus will likely include a surface parking lot. It is anticipated 
that funding for the surface parking lot will be provided by a bond issue which will be repaid 
through tax increment financing, special assessment and user fees. At present, the City is seeking 
an agreement with Oakland County on a development plan in order to maximize the potential tax 
increment financing dollars which would be used to support the bond debt.  Once an agreement 
is in place, tax incremental financing will commence and revenue from captured taxes will begin.  
It is unknown at this time when this will occur, therefore, the forecast does not reflect any tax 
capture for the Authority. 
 
Streetlights 

 
New streetlights are proposed in conjunction with planned downtown renewal projects. The 
estimated costs are as follows: 

 
S. Old Woodward Ave. – Brown St. to Landon St.  $525,000 in fiscal year 2022-2023 
 
Alleys and Sidewalks 

 
In 2022-2023, sidewalk and streetscape improvements are planned on S. Old Woodward Ave. – 
Brown St. to Landon St. at an estimated cost of $2,470,000.  A majority of this cost will be special 
assessed back to the property owners.  Other sidewalks will be replaced as needed as part of the 
annual sidewalk replacement program.    
 
In addition, the following alleys are projected to be completed:  Pierce Street alley in 2022-2023 
for $400,000 and West Maple Road alley in 2023-2024 for $365,000. 
 
Ice Arena 
 
The ice arena underwent renovations starting in the spring of 2021 and was completed in the fall 
of 2021.  The renovations included replacing the ice arena’s refrigerant equipment, replacing the 
refrigerant lines under the main rink, and expansion and renovations of the locker rooms.  This 
was funded by a transfer from the General Fund of $2 million and approximately $3.8 million in 
park and recreation bond funds. 
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City of Birmingham, Michigan 
Five-year Financial Forecast 

See accompanying summaries of significant assumptions and accounting policies. 

Park and Recreation Bond 
 
In November 2020, the residents approved a park bond of $11,250,000 to be split into two (2) 
phases. Phase I, in the amount of $4,750,000, was issued in 2021 and includes improvements at 
Adams Park; Booth Park; the Ice Arena; playgrounds at Springdale, Crestview and Howarth 
Parks; a new pickleball court; and trail improvements.  Phase II, beginning in fiscal year 2023-
2024, in the amount of $6,500,000 will cover playgrounds at the Lincoln Well & Pumphouse site, 
Linden, Pembroke and St. James Parks; a new splash pad, Poppleton Park playground with 
drainage improvements; and improvements at Kenning Park including playground, Fields 1 & 4, 
and a new walking path.  

 
 

5



General Fund Assumptions 

COVID-19 
 
The City has and still is experiencing an extraordinary event with the COVID-19 
worldwide pandemic.  This event has thrown all “normal” models and projections 
into even more uncertainty.  This forecast generally assumes that the effects of the 
pandemic will continue until the end of the 2021-2022 fiscal year and start to evolve 
to our new norms in the following years. 
 
The impact of the pandemic on the General Fund in fiscal years 2019-2020 and 
2020-2021 has been to the following areas:  parks and recreation (including ice 
arena operations), 48th District Court operations, and parking enforcement.  The 
pandemic has also caused delays in some projects as the availability of contractors 
during the pandemic has been limited. 
 
The long-term effect of the pandemic is uncertain at this time.  Factors such as 
high unemployment, the housing market, interest rates, inflationary rates, and 
office and retail occupancy rates are all risks that will affect the City in future years.  
Fortunately, the City is in very good financial condition with healthy reserves to 
mitigate these risks. 
 
Revenue  
 
Property Taxes  
Appendix A illustrates the process used to estimate property tax revenues.  
Economic indicators show continued growth in the housing market which will affect 
SEV and TV growth. The 2021-2022 taxable value for the City increased by 4.7 
percent.  The forecast assumes an annual increase in taxable value starting at 5.8 
percent for 2022-2023 and 5.0 percent annually afterwards.   
 
Key assumptions on a line-by-line basis, beginning at the top of Appendix A, are 
provided in Appendix B.  
 
The property taxes from the general operating levy in the General Fund exclude 
levies for the George W. Kuhn Drain and water capital improvements. 
 
Building Permits   
New house permits, renovations and additions show a slight improvement from 
2021-2022 and increase slightly each year under the forecast. 
 
Federal Grant Revenue – COVID Related 
The City has received several grants from different agencies.  It is anticipated that 
the City will receive additional grant funding in fiscal year 2021-2022.  
 
Other Intergovernmental Revenue 
In fiscal years 2017-2018 through 2020-2021 the City received surplus cable funds 
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from the Cable Board.  No revenue is projected in future years, as these 
distributions are at the discretion of the Cable Board. 
 
Ice Arena Fees 
For fiscal year 2021-2022, ice arena fees decreased as the season was started in 
November, missing the normal opening month of September. It is projected that 
revenues will surpass past revenues due to the fact the season should be 
extended with the new ice arena. 
 
48th District Court Revenue 
48th District Court revenue is anticipated to decrease in 2022-2023 as a result of 
the City opting out of being a funding unit effective December 31, 2022. 
 
Parking Ticket Revenue 
Parking ticket revenue is expected to be near historic levels for the entire forecast. 
 
Interest and Rent 
The forecast assumes investment return of 1 percent for 2022-2023 with a slight 
improvement to 1.75 percent in 2025-2026.    For periods 2017-2018 through 2020-
2021, the fluctuations in the investment income was the result of low interest rates 
and unrealized market gains (2018-2019 through 2019-2020) and losses (2017-
2018 and 2020-2021).  The increase in other interest earnings relates to special 
assessments on the Old Woodward and Maple road projects. 
 
Other Revenue 
The increase in revenue is due to special assessment collections from the Old 
Woodward, Maple Road, and S. Old Woodward projects. 
 
Expenditures 
  
Personnel Service Cost Assumptions  
Full-time staffing, which consists of 163 full-time employees, is assumed to remain 
at or near the same level for the period covered by the financial estimation.  
 
The current status of labor contracts is as follows:  
 
 Union or Group    Contract Expires 
 

AFSCME     June 30, 2023 
 
Teamsters     June 30, 2024 
 
Police Command (BCOA)   June 30, 2022 
 
Firefighters (BFFA)    June 30, 2023 
 
Police (BPOA)     June 30, 2022 
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For estimating purposes, the model assumes a rate increase for union and 
nonunion employees.   The actual rate may vary depending on numerous factors, 
including but not limited to, results of union negotiations, changes in state or 
federal law, and limits on increases in property taxes. 
 
Health insurance costs have been adjusted to reflect a 5 percent increase for 2022-
2023 through 2025-2026.   
 
Expenditures for the employer’s portion of retirement contributions and retiree 
health care contributions are projected to remain stable throughout the years of 
the forecast. 
 
Public Safety 
Increases to Public Safety expenditures from 2016-2017 to 2019-2021 are mainly 
the result of adding 8 employees during that time period. 
 
Sidewalk and Alley Construction 
Construction costs include South Old Woodward Avenue sidewalks from Brown to 
Landon for $2.4 million and Oak sidewalk gap closure for $265,000 in 2022-2023. 
Sidewalk routine replacement costs are estimated at $650,000 per year.  Alley 
construction costs include Pierce Alley estimated at $400,000 in 2021-2022 and 
W. Maple Alley estimated at $365,000. Both the sidewalk and alley construction 
will be assessed to the owners.   
   
Ice Sports Arena  
The renovations on the arena have been completed. The Ice Sports Arena has 
since reopened in November, and it is projected that costs associated will be less 
than normal in fiscal year 2021-2022 due to the season starting late. Going forward 
the season may be extended, which is anticipated to increase operational 
expenses.  
 
48th District Court 
Expenditures are expected to decrease starting in fiscal year 2022-2023 as a result 
of the City opting out as a funding unit effective December 31, 2022.   
 
Operating Transfers Out 
In 2018-2019, a transfer of $775,000 to the Sewer Fund as reimbursement of costs 
paid to settle the Wolf v. Birmingham lawsuit relating to storm water fees.  
Additionally, a $443,000 transfer was made for 2018-2019 to the Retiree Health 
Care Fund.  Transfers out to the Major Street Fund, Local Street Fund, and Capital 
Projects Fund are routine and represent funding for capital improvements. 
 
Other Expenditures 
Other expenditures assume 4 percent increases for the years 2021-2022 through 
2022-2023, 3 percent increases in 2023-2024, and 2 percent increases in 2024-
2025 through 2025-2026. 
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Major and Local Street Funds Assumptions 
 
Major Street Fund 
 
This forecast analyzes the actual results from 2017-2018 through 2020-2021 and the 
City’s adopted budget for 2021-2022 with inflationary increases for the years 2022-2023 
through 2025-2026.  Exceptions to this method are noted below: 
 
Revenue 
 
State Grants and Distributions 
The estimates for the road funding have been provided by the Michigan Department of 
Transportation (MDOT).  
 
In fiscal year 2018-2019, the City received approximately $230,000 in additional road 
funding beyond the Act 51 funding for road maintenance, however, no additional amount 
has been budgeted for future years as there is no certainty this program will continue. 
 
Special Assessments 
Special assessment revenue for fiscal years 2022-2023 and 2024-2025 include 1 year 
assessments for cape seal maintenance.  
 
Interfund Transfers 
Interfund transfers are forecasted in an amount needed to provide adequate funding for 
projected road improvements and maintenance.   
 
Interest Income 
The forecast assumes investment return of 1 percent for 2022-2023 with a slight 
improvement to 1.75 percent in 2025-2026.  Interest income can fluctuate between years 
due to unrealized market gains and losses on investments.  In addition, special 
assessment interest has also been projected as unimproved streets are completed. 
  
Expenditures 
 
Maintenance of Streets and Bridges 
Fiscal years 2022-2023 and 2024-2025 include cape seal projects. In addition, 
approximately $30,000 has been forecasted for street light maintenance in 2021-2022.  
 
Street Cleaning 
The forecast projects that catch basin cleaning will continue to be scheduled once every 
three years.  
 
Street Trees 
Increase in costs for street trees is due to projected increase in contractual costs and cost 
of trees. 
 
Traffic Controls 
Fiscal year 2022-2023 upgrades include:  $180,000 for Brown & Southfield, $155,000 for 
Adams & Derby, and $210,000 for Maple and Elm Street/Poppleton.  Fiscal year 2023-
2024 upgrades include $180,000 for Maple and Adams. 
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Capital Outlay 
Below is a list of planned projects with an estimated cost equal to or greater than $200,000.  
 

2021-2022 Peabody – E. Maple to E. Brown $200,000 
 Redding Rd – Lakepark Ave to Woodward $450,000 
 Redding Rd – Retaining Wall Removal $125,000 
 Pierce – Lincoln to Bird $400,000 
 Cranbrook Tap Grant $325,000 
 S. Old Woodward Design/Prelim Construction $1,000,000 

2022-2023 S. Old Woodward Ave. - Brown St. to Landon St. $3,000,000 
 Oakland Blvd – N Old Woodward to Woodward Ave $300,000 

2023-2024 N Adams – N. End (Resurfacing) $650,000 
 E. Maple (Patching) $250,000 

 S. Eton Rd. – Yosemite to 14 Mile $1,700,000 
2024-2025 Unassigned Improved Street $1,000,000 
2025-2026 Unassigned Improved Street $500,000 

 Derby Bridge Reconstruction $3,000,000 
  
Local Street Fund 
 
This forecast analyzes the actual results from 2017-2018 through 2020-2021 and the 
City’s adopted budget for 2021-2022 with inflationary increases for the years 2022-2023 
through 2025-2026.  Exceptions to this method are noted below: 
 
Revenue 
 
State Grants and Distributions 
The estimates for the road funding have been provided by the Michigan Department of 
Transportation (MDOT). The estimates for the road funding have been provided by the 
Michigan Department of Transportation. 
 
 
Special Assessments 
Special assessment revenue for fiscal years 2022-2023 and 2024-2025 include 1 year 
assessments for cape seal maintenance.  In addition, special assessments for unimproved 
street reconstruction have been included. 
 
Interfund Transfers 
Interfund transfers are forecasted in an amount needed to provide adequate funding for 
projected road improvements and maintenance. 
 
Interest Income 
The forecast assumes investment return of 1 percent for 2022-2023 with a slight 
improvement to 1.75 percent in 2025-2026.  Interest income can fluctuate between years 
due to unrealized market gains and losses on investments.  In addition, special 
assessment interest has also been projected as unimproved streets are completed. 
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Expenditures 
 
Maintenance of Streets and Bridges 
Cape seal maintenance is expected in fiscal years 2022-2023 and 2024-2025. Also, 
asphalt maintenance is scheduled to occur in each fiscal year from 2021-2022 through 
2025-2026. 
 
Street Cleaning 
The forecast projects that catch basin cleaning will continue to be scheduled once every 
three years.  
 
Capital Outlay  
Below is a list of planned projects with an estimated cost equal to or greater than $200,000.  
  

2021-2022 Townsend St. – Southfield to Chester $425,000 
 Edgewood – E. Lincoln Ave to Southlawn Blvd $650,000 
 Unimproved Streets $1,000,000 
2022-2023 Pembroke Rd. – N. Eton to Edenborough $350,000 
 Unimproved Streets $1,000,000 
2023-2024 Windemere – N. Eton to St. Andrews $650,000 
 Quarton Lake PH II $200,000 
 Unimproved Streets $1,000,000 
2024-2025 Unassigned Improved Streets $450,000 
 Unimproved Streets $2,000,000 
2025-2026 Unassigned Improved Streets $450,000 
 Unimproved Streets $2,000,000 
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Water and Sewer Funds Assumptions 
 
This forecast analyzes the actual results from 2017-2018 through 2020-2021 and the 
City’s adopted budget for 2021-2022 with inflationary increases for the years 2022-2023 
through 2025-2026.  Water volumes are based on a 5 year running average.  Exceptions 
to this method are noted below: 
 
Water Fund 
 
Water Purchase Cost 
The forecast assumes a 4 percent increase in the cost of water for 2021-2022 through 
2025-2026.  Water volumes are projected to remain relatively constant. 
 
Operations and Maintenance 
Included in this amount is lead service line abatement in the amount of $1,460,000 for 
fiscal year 2021-2022, $1,620,000 for fiscal year 2022-2023, $1,060,000 for fiscal year 
2023-2024 and $500,000 for fiscal year 2024-2025.  The abatements will be funded by 
$2,240,000 in American Rescue Plan Act funds, $2,000,000 in property taxes, and 
$400,000 in fund reserves.  
 
Capital Outlay 
The forecast is based on estimates prepared by the City Engineer for years 2021-2022 
through 2025-2026.  These improvements will be made in conjunction with road 
improvements and will be partially funded by property taxes from 2021-2022 through 
2024-2025.     
 
Interest Income 
The forecast assumes investment return of 1 percent for 2022-2023 and gradually 
increasing through 2025-2026.  Interest income can fluctuate between years due to 
unrealized market gains and losses on investments. 
 
Property Taxes 
Property tax revenue is distributed to the Water Fund for capital improvements associated 
with road projects and to partially fund lead service line abatement. 
 
Federal Grants 
The forecast includes $2,240,000 in American Rescue Plan Act grants which are 
anticipated to be spent between fiscal years 2021-2022 and 2023-2024. 
 
Transfers from Other Funds 
The $500,000 in 2017-2018 represents extra funding associated with the OPEB liability 
from the General Fund as a result of implementing GASB 75.  The $500,000 in 2019-2020 
from the General Fund was for capital improvements associated with the Maple Road 
project. 
 
Capital Outlay Not Included in Net Cost of Services 
This line represents the cost of capital outlay and lead service line replacement included 
in the total costs above less property tax and grant revenue.  This net cost is not factored 
into calculating the user rate.   
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Average User Rate 
The higher than normal rate increases are the result of a systematic reduction in the use 
of property taxes to fund water main improvements.   
 
Sewer Fund 
 
Sewage Disposal Cost 
The forecast assumes a 3 percent increase in the sanitary sewage disposal costs for the 
Evergreen-Farmington and George W. Kuhn Sewage Disposal Districts.   
 
Stormwater Disposal Costs 
The forecast assumes a 3 percent increase in stormwater disposal costs for the 
Evergreen-Farmington and George W. Kuhn Sewage Disposal Districts. 
 
Operations and Maintenance 
In fiscal year 2018-2019 and 2019-2020, the City received a stormwater, asset 
management, and wastewater grant.  That grant involved studying the City’s systems and 
preparing a report which was done by an outside engineering firm. 
 
Capital Outlay 
The forecast uses estimates prepared by the City Engineer for years 2021-2022 through 
2025-2026.  These improvements will be made in conjunction with road improvements 
and will be funded by the reserves of the system. 
 
Interest Income 
The forecast assumes investment return of 1 percent for 2022-2023 and gradually 
increasing through 2025-2026.  Interest income can fluctuate between years due to 
unrealized market gains and losses on investments. 
 
Debt Service Payments 
Debt service payments are based on current debt schedules for 2021-2022 through 2025-
2026. 
 
Property Taxes 
Property tax revenue is distributed to the Sewer Fund for sewer-related debt payments. 
 
Transfers from Other Funds 
The transfer from the General Fund made in 2018-2019 represents a reimbursement of 
settlement costs associated with the Wolf vs City of Birmingham lawsuit. 
 
Capital Outlay Not Included in Net Cost of Services 
This line represents the cost of capital outlay which is not included in the user rate.  The 
sewer rate includes $700,000 for capital improvements each year. 
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Part 1 - History of actual property tax levies:

2017-2018 2018-2019 2019-2020 2020-2021 2021-2022

History of Form L-4025, Assessor's Report of Taxable Values:2,110,188,780 2,220,344,410 2,359,367,180 2,497,255,420 2,638,284,320 
New property additions 71,343,980      65,325,894      63,886,305      75,634,670      69,047,712      
Property losses (13,236,860)     (14,272,588)     (13,118,053)     (11,573,438)     (13,050,235)     

 Increases in existing property TV (imputed; 
includes both uncapping and Headlee inflation 
increases) 52,048,510      87,969,464      87,119,988      76,967,668      69,081,783      
Current year taxable value 2,220,344,410 2,359,367,180 2,497,255,420 2,638,284,320 2,763,363,580 

Headlee Inflation rate 0.30% 0.90% 2.40% 1.90% 1.40%
Actual increase on existing properties 2.17% 3.07% 1.31% 1.19% 1.23%
Total change in Taxable Value 5.22% 6.26% 5.84% 5.65% 4.74%
Headlee reduction fraction 0.9787             0.9703             0.9873             0.9884             0.9880             

Part 2 - Projection of Future property taxes:

Fiscal year ended June 30, 2021-2022 2022-2023 2023-2024 2024-2025 2025-2026

Assumed rate of:
New property additions 2.62% 2.50% 2.50% 2.50% 2.50%
Property losses 0.49% 0.50% 0.50% 0.50% 0.50%
Headlee Inflation rate multiplier 1.40% 3.30% 2.50% 2.50% 2.50%
Projected actual change in TV of existing property 1.23% 0.50% 0.50% 0.50% 0.50%
Total change in Taxable Value 4.74% 5.78% 4.99% 4.99% 4.99%

Projected taxable value:
Beginning value 2,638,284,320 2,763,363,580 2,923,182,713 3,068,976,451 3,222,041,651 
New property additions 69,047,712      69,084,090      73,079,568      76,724,411      80,551,041      
Property losses (13,050,235)     (13,816,818)     (14,615,914)     (15,344,882)     (16,110,208)     
Market value adjustments (including inflation) 69,081,783      104,551,861    87,330,084      91,685,671      96,258,494      

Taxable value 2,763,363,580 2,923,182,713 3,068,976,451 3,222,041,651 3,382,740,978 
Headlee rollback factor 0.9880             0.9952             0.9951             0.9951             0.9951             

Less:  Tax Incremental Taxable Value 14,272,030      16,773,250      22,169,470      22,723,700      23,291,790      

Part 3 - Millage rates

   Operating - General Fund 8.0747 8.2113 8.3485 8.2529 8.5296
   Road - General Fund 2.2007 2.2364 2.1334 2.3442 2.2325

subtotal General Fund 10.2754 10.4477 10.4819 10.5971 10.7621
   George W. Kuhn Drain 0.1446 0.1095 0.1035 0.0103 0.0098
   Water Fund 0.4729 0.3785 0.2954 0.2188 0.0000

subtotal City Operating Levy 10.8929 10.9357 10.8808 10.8262 10.7719
   Library Tax 1.3380 1.3315 1.3250 1.3185 1.3120
   Refuse 0.7930 0.7589 0.7412 0.7227 0.7047
   Debt 0.5657 0.5171 0.5352 0.2455 0.2292

  Total Millage Rate 13.5896           13.5432           13.4822           13.1129           13.0178           

Part 4 - Amount of property tax levy:

   Operating - General Fund $22,198,090 $23,865,400 $25,436,270 $26,403,650 $28,654,760
   Road - General Fund 6,049,930        6,500,000        6,500,000        7,500,000        7,500,000        

subtotal General Fund 28,248,020      30,365,400      31,936,270      33,903,650      36,154,760      
   George W. Kuhn Drain 397,520           318,121           315,230           33,055             33,068             
   Water Fund 1,300,050        1,100,000        900,000           700,000           -              

subtotal City Operating Levy 29,945,590      31,783,521      33,151,500      34,636,705      36,187,828      
   Library Tax 3,678,280        3,869,880        4,037,020        4,218,300        4,407,600        
   Refuse 2,180,030        2,205,770        2,258,440        2,312,000        2,367,500        
   Debt 1,563,230        1,514,122        1,645,172        792,322           776,622           

Total property taxes levied 37,367,130$    39,373,293$    41,092,132$    41,959,327$    43,739,550$    

Appendix A
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Appendix B 
 

PROPERTY TAX ASSUMPTIONS 
 
 
Appendix B illustrates the process used to estimate the property tax revenue.  

Part 1 includes the last five years of actual data, from the Assessor’s Report of Taxable Values (Form 
L-4025). Parts 2 through 4 represent the projection of future property tax values, millage rates, and 
dollars levied. The 2021 tax billing is already final (billed July 1, 2021); key assumptions for 2022-
2023 through 2025-2026 on a line-by-line basis are as follows:  

a. New property additions are assumed to increase by 2.5 percent per year and losses are 
assumed to be .5 percent per year based on a 5-year average.  

b. Headlee inflation rate multiplier is based on national inflation indexes.  Based on these 
indexes, the rate for 2022-2023 will be 3.3%.  While inflation historically has been bound to 
the 1.5 to 2.5 percent range, the forecast projects an annual inflation rate of 3.3 percent for 
2022-2023 and 2.5 percent for fiscal years 2023-2024 to 2025-2026.  This is due to pandemic-
related supply chain challenges that will take some time to balance back out. 

c. The projected actual change in taxable values of existing properties is projected to be .5 
percent per year.  This is lower than the 5-year average of approximately 1.75 percent.  The 
reason for the lower amount is due to an estimated increase in the number of tax appeals 
which will likely occur as housing values start to normalize.  Note that this index represents 
the net change in valuation for all properties that existed in the previous year; therefore, it 
includes two components: (1) uncapping of properties that are transferred or sold; and (2) any 
reductions in market value that cause SEV (50 percent of market value) to go lower than the 
TV.  While market value increases are expected to continue, the impact on taxable value is 
limited because of Proposal A.  Taxable values are then calculated based on the above three 
factors.  

d. Total change in taxable value is the product of a-c above and results in projected taxable 
value changes of 5.78 percent in 2022-2023 and approximately 5 percent in fiscal years 2023-
2024 through 2025-2026. 

e. Millage rates are set as required to achieve the amount of property tax levy required in Part 
4.  Specifically: 

1. The millage rate for the City operating levy is assumed to decrease annually in order 
to maintain a .3 mill difference between the Headlee maximum and the operating levy.  
Also included in the overall City operating levy is funding for road improvements, debt 
service payments for the George W. Kuhn retention treatment facility bonds, and water 
main infrastructure and lead service line replacement funding.  

2. The library tax levy for 2021-2022 is at the 1.3380 maximum rate and decreases slightly 
for the remaining forecasted years to fund phase 3 of library renovations. 

3. The millage rate for the refuse levy is expected to decrease in each year of the forecast.   
4. The debt millage rate is expected to decrease in fiscal year 2022-2023 and increase 

slightly in 2023-2024 due to scheduled debt payments.  In fiscal year 2024-2025, the 
debt levy decreases significantly due to the retirement of the 2002 park bonds. An 
estimate for the next park bond series has been included in the debt levy starting in 
fiscal year 2024-2025.    
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f. Property tax millage rates are limited by City Charter and Headlee Amendment as follows: 
As of Fiscal Year 2021-2022 

Tax Levy City Charter Limit Headlee Amendment Limit 

City Operating Levy 20.0000 11.2904 

Library  1.7500 1.3380 

Refuse 3.0000 1.6931 

 All tax levies under this forecast are projected to be at or under the Headlee limit in the future. 
g. The City considered the effects of tax incremental financing on property tax revenue in the 

forecast.  The City uses tax incremental financing as a tool to encourage redevelopment of 
properties that would otherwise likely not be redeveloped.  Tax incremental financing is 
primarily used to reimburse developers who have removed environmental contamination from 
their property in the course of redevelopment.     
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