
Sarah Lutz <lutzs@traversecitymi.gov>

[city commissioners] Additional Budget Q+A
1 message

Benjamin Marentette <bmarentette@traversecitymi.gov> Fri, May 15, 2026 at 9:56 AM
Reply-To: bmarentette@traversecitymi.gov
To: Benjamin Marentette <bmarentette@traversecitymi.gov>
Bcc: citycommissioners@traversecitymi.gov

Hello City Commission, with a copy to the leadership team -- 

Thank you for the meeting this past Monday evening to review my proposed FY 26/27 Budget for the City, and also for the
DDA and TCLP proposed budgets presented by their respective staff leadership.

Following the City Commission's May 9 Study Session, I received the questions below (in addition to the 52 I answered in
my May 9, 2026, memo).   Please let me know if you have any further questions; at this point, we have approval for all
budgets teed up for Monday's agenda.  The latest this can be done is June 1, as prescribed by the City Charter.) 

City Clerk Sarah Lutz, please post this email and its attachments on the website, alongside the other Q+A email from me. 

1.   Please clarify further how the fund balance will be used; your response indicated uses such as the $1.2 million pension
allocation, ongoing staffing costs, transfer to the budget stabilization fund, and for Hickory Hills.  Regarding ongoing
staffing costs, are we building in a structural deficit?  

The FY 26/27 Budget includes a $1.2 million appropriation for our MERS pension liability and a $500k transfer to our
budget stabilization fund.   We do not have a structural deficit related to ongoing costs, including personnel costs.   What
is truly driving use of the fund balance is the transfer to the budget stabilization fund and the $1.2 million appropriation
for MERS pension liability are truly driving the use of the fund balance.

However, other strategic investments, such as allocations for housing and homelessness also impact our budget.   We will
closely monitor these expenditures in future budget cycles.   

2.  Are the water and sewer rate increases based on CPI?

The short answer is no.  An RFP for a water study is on Monday's agenda.  We're working to shift to a model that lessens
the burden on the residential customers by better spreading out the cost of maintaining and improving the distribution
and treatment systems.   City Treasurer/Finance Director Heidi Scheppe and Deputy City Treasurer/Assistant Finance
Director Jahana Robinson provided the full answer at the end of this email.    

3.  Please clarify which two FTE's have been reallocated to other departments. The budget chart shows 2 FTEs in the City
Attorney's Department going to zero for the upcoming fiscal year).

We reallocated one FTE (City Attorney assistant) to an ACT position in the Parks & Recreation Department because the
HR Director and I determined the workload there is unsustainable.  The other FTE was Frank Dituri's director-level
position, which has been reallocated to a substantially-less compensated role in the Communications and Strategic
Initiatives Department.    For transparency, I have reclassified the Street Superintendent (now Director of Mobility
Infrastructure) and the Garage Superintendent (now Director of Fleet Operations.)    

The City Manager cannot reallocate the FTE for City Attorney because that position is a City Commission hire.  The City
Attorney FTE is no longer shown because the City Commission determined it intends to hire an outside firm. However,
the City Commission retains the sole discretion to revert to an in-house attorney.)  

4.  Can you provide summary figures for the share of total city spending on core services v. strategic initiatives?

Budgeted expenditures across all funds total approximately $126 million, with approximately $42 million allocated to
strategic initiatives.  However, it's not black and white; there's some overlap.   

For further info, please see the attached narrative and breakdown (two separate attachments) prepared by Director of
Communications and Strategic Initiatives Colleen Paveglio and City Treasurer/Finance Director Heidi Scheppe.
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5.  I'm having trouble navigating the "big file" from home. Can you track down the consolidated (3 funds)
revenue/spending statement from the DDA and their fund balance?

Please see the attachment, taken directly from the Proposed FY 26/27 budget document.

--- 
More detailed answer to Q2, provided by City Treasurer/Finance Director Heidi Scheppe and Deputy City
Treasurer/Assistant Finance Director Jahna Robinson:  

From Heidi Scheppe:
 
The rate increase was determined by projected expenditures and the revenue needed to cover those costs as calculated by
the Waterworth program.  We are working on a structural shift in how retail customer rates are calculated in the next
fiscal year.   I provided Jahna's detailed response regarding the actual calculation process below.
 
The City Commission will see the RFP recommendation on Monday for a contract with Raftelis to conduct a sewer & water
rate study and restructure both wholesale & retail rates.  We are looking to adhere to industry standards and start
charging benefit charges for new construction when hooking up to our infrastructure along with additional fees when
deemed appropriate.  We are hopeful that this increased revenue stream, along with the increase in bulk water costs in the
upcoming years as the bulk agreements are renewed will help reduce the increases that have been the burden soley of the
City's retail customers.
 
We will need to continue to cover our annual costs going forward to keep the funds on solid financial ground, but we look
forward to improved rates for City customers in the near future as we hope to spread those costs out. 
 
From Jahna Robinson:

 
No, the utility rate increases are not directly tied to CPI growth. Instead, the increases are based on the long-term revenue
needs required to sustainably support utility operations, maintenance, and infrastructure costs within each fund.

The City utilizes a 20-year "sale of service forecasting" model in our planning software, Waterworth, which currently
projects annual increases in base and consumption charges between 1% and 5% to meet operating thresholds and cash
flow requirements. This year a 5% increase to water base and consumption was required, along with a 2% increase to
sewer base rates and a 4% increase to sewer consumption rates. The rates are all rounded to the nearest nickel because of
the federal penny phase-out (so some may be slightly over these percentages).

Benjamin Marentette (he/him)
City Manager  | City of Traverse City
Second Floor | Governmental Center 
400 Boardman Ave. | Traverse City, Michigan 49684
bmarentette@traversecitymi.gov |
https://www.traversecitymi.gov/government/city-managers-office/
O: 231.922.4440 
Facebook   Instagram

P Think Green! Please don't print this e-mail or attachments unless absolutely necessary.

Want to receive e-updates from the City? Sign up for the City's E-Newsletter & Updates!

3 attachments

Strategic Alignment Investment FY 26-27 - Sheet1.pdf
91K

26-27 Budget Core vs Strategic (1).pdf
151K

Image_1213.pdf
3566K
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FY 26-27 Strategic Investments
Projects denoted with an asterisk are specifically identified in the OKR Work Plan.

Pillar 1:  Proactively Manage Urban Design Investment
Complete Streets General Fund Allocation of 1% of Expenditures* $270,000

Union & 7th Intersection (mobility improvements)* $1,078,100
$1,845,900

7th Street Reconstruction Design* $250,000

Crosswalks
16th & Cass Pedestrian Crosswalk* $100,000
State Street Crosswalk: $345,000 $345,000

Boardman/Washington/Cass Brownfield Project* $500,000

Bike Infrastructure & Mobility Amenities*
Sidewalk Maintenance $50,000
Parking Investments $20,000
Sidewalk Debt Service $376,700
Trail Debt Service $756,000

Monroe Reconstruction (street + utilities coordination + mobility improvements) $633,500
$1,620,000
$1,139,300

Pillar 2:  Strengthen Placemaking & Neighborhood Character
Investment

Rotary Square* $2,600,000



Lot B Farmers Market Pavilion* (includes stormwater management) $3,083,000

Lower Boardman/Ottaway Riverwalk Phase 1* $400,000

Tennis/Pickleball Courts* $379,000

East Side Placemaking Project (People for Public Spaces Grant)* $100,000

TC Vibes Council* $20,000

Destination Downtown* $4,000

Gateway Sculpture (public art)* $35,000

West Front Traffic Calming Project (public art)* $20,000

Downtown Community Police Officer*
Number captured in personnel and reimbursed by TIF

Garfield Avenue Sidewalk Infill* $127,370

West Boardman Lake Trail Maintenance* $35,000

Spring Lake Property Improvements* $250,000

River’s Edge Riverwalk* $250,000

Boardman/Washington/Cass Brownfield Project*
$500,000 captured elsewhere

Retail Study $50,000



Hickory Hills Mountain Bike Trail $200,000

Highland Park Improvements $30,000

Citywide Park Bathroom Upgrades $58,400

Open Space Master Plan / Design $250,000

Pillar 3: Fostering a Regional Collaborative Approach Investment
Stormwater System Compliance & MS4 Implementation* $50,000

11th Street Kids Creek Culvert* $823,000

Add Communications Staffing*
Number captures in personnel total
SAP/OKR Dashboard* $24,000

Employee Performance Software* $15,000

Stormwater Investments*
TIF: $15,000 ($110,000 for Lot B - included in previous amount) $100,000

East Bay Park Storm Sewer Outlet (regional water impact) $58,300

Brown Bridge Quiet Area – Spring Lake (GTCD)
Number captured elsewhere

Marina Master Plan & CAMIS Marina System (MDNR partnership) $28,000

DDA/Grant-funded coastal habitat restoration (NOAA) $216,000



$2,267,750 (multiple-year) ($650,00 first three years)

EGLE-funded West End environmental cleanup (grant) $750,000

Pillar 4: Creating a Complete Community
Investment

Housing & Homelessness Investments, with a dedicated appropriation of 1% of the 
General Fund Budget for Homelessness Services $260,000

CDBG Housing Initiatives $370,000

Citywide ADA / accessibility-related improvements (embedded across projects)
Number captured elsewhere

Public restroom upgrades (equity/access)
$58,400 captured elsewhere

Sidewalk network expansion (Garfield Ave, etc.)
Garfield captured elsewhere
Maintenance captured elsewhere

Traverse Connect Economic Development Services retainer: piloted MiHome Program, 
legislative and policy advocacy for childcare programs and center expansion* $55,000

Pillar 5: Support Environmental Sustainability Investment
Stormwater System Compliance & MS4 Implementation*
Number captured elsewhere

Stormwater Management Plan (strategic portion beyond compliance)*
Plan $125,000
TIF 97 $15,000



Upcoming, reinvigorated work on developing a stormwater utility

Composting Program*
DDA TIFs $11,800
Food Waste Reduction & Composting Program management (does not include Keystone 
investments) $37,000

Boardman Riverwall Study* $46,500

Green Fleet Investments*
2 Hybrid Police Interceptors $160,000
Police Hybrid x 3 $150,000
Parks EV $180,000
Streets EV $60,000
APS EV $25,000
Plow Trucks (integration of liquid technology - salt reduction) x 2 $680,000
Parks Beach Cleaner $135,000
Asphalt Recycler $100,000

Wastewater system modernization (strategic resilience component)*

WWTP UV & Headworks Project (energy reduction) $20,000,000

Sanitary Sewer Lining Program (energy reduction):

Lakeshore Restoration* $50,000

Brown Bridge Boardwalk $50,000

Green infrastructure integration (embedded in street projects like Monroe)
Number captured elsewhere



EV Charging Infrastructure Replacement $100,000

Pillar 6: Build a Thriving Year-Round Economy Investment
Parking system enhancements (user experience + economic access + TDM approaches)* $25,000

Farmers Market Pavilion (economic + placemaking overlap)*
Number captured elsewhere

Rotary Square (event + economic activation)*
Number captured elsewhere

Traverse Connect Economic Development Services retainer (talent-focused economic 
development, strengthening year-round employment; uncrewed systems (drone) industry 
cluster development; targeted industry attraction*
Number captured elsewhere

Marina improvements (tourism + recreation economy) $406,000

Destination Downtown Program
Number captured elsewhere

Retail Study
Number captured elsewhere

TOTAL $41,981,870



 

Fiscal Year 2026–2027 Core Services vs Strategic Investments 

The Fiscal Year 2026–2027 budget reflects approximately $126 million in expenditures across 
all funds and is organized around two broad categories of investment: core services and 
strategic investments. Core services represent the foundational municipal functions necessary 
to maintain reliable operations, public safety, regulatory compliance, infrastructure systems, and 
day-to-day service delivery. Strategic investments represent targeted projects, initiatives, and 
enhancements intended to advance the City’s long-term vision, Strategic Action Plan (SAP), and 
adopted Objectives and Key Results (OKRs). The City’s identified strategic investments total 
approximately $42 million within the proposed budget. 

However, the distinction between core services and strategic investments is not black and white. 
In practice, there is significant overlap between the two categories, as many core service 
expenditures also directly support the implementation of the SAP and OKRs. Investments in 
transportation infrastructure, water and wastewater systems, parks, mobility, sustainability 
initiatives, communications, and asset management often serve dual purposes: maintaining 
essential public services while simultaneously advancing broader strategic priorities related to 
placemaking, neighborhood character, environmental stewardship, economic resilience, and 
regional collaboration. As a result, the strategic investment total should not be interpreted as the 
City’s only investment toward long-term community outcomes, but rather as a framework to 
identify projects and expenditures that are tied to transformational or policy-driven initiatives. 

Additionally, several forms of strategic investment are not easily quantified within a traditional 
expenditure-based analysis. For example, the City’s use of Payment in Lieu of Taxes (PILOT) 
agreements represents a deliberate policy investment in affordable and workforce housing 
initiatives. Through these agreements, the City intentionally forgoes a portion of potential tax 
revenue in order to support housing development and broader community goals. While these 
decisions may not appear as direct expenditures within the budget, they nonetheless reflect 
meaningful strategic investments and policy choices intended to advance Commission priorities 
and long-term community outcomes. 

Similarly, staffing costs are largely categorized under core services, despite playing a 
substantial role in executing strategic priorities. Personnel expenditures total approximately 
$30.5 million citywide and represent one of the City’s largest operational investments, 
including approximately 50% of General Fund expenditures dedicated to public safety 
services. Beyond direct service delivery, staff capacity is essential to implementing the policies, 
programs, coordination efforts, reporting mechanisms, partnership development, and 
operational changes identified throughout the OKR Work Plan. Many strategic outcomes rely not 
only on capital projects or direct expenditures, but also on the ongoing work of the employee 
team to implement Commission direction and carry out organizational priorities. Accordingly, the 
City’s workforce should be viewed as a foundational investment that supports both core 
operations and the successful implementation of long-term strategic objectives. 



 

 
Personnell: $30.5 M 
 
Strategic Investments*: $42 M 
 
 
 *May have overlap and is not all encompassing based on the narrative above 
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