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Attached is our budget analysis regarding your department’s budget for the 2019-2020 Fiscal

Year.

Please be prepared to respond to the issues/questions raised in our analysis during your
scheduled hearing on Monday, March 18, 2019 at 11:00 a.m. We would then appreciate a
written response to the issues/questions at your earliest convenience subsequent to your budget
hearing. Please forward a copy of your responses to the Council members and the City Clerk’s

Office.

Please contact us if you have any questions regarding our budget analysis.

Thank you for your cooperation in this matter.
DW:dh:ss

Attachments:
Issues and Questions

cc: Councilmembers
Auditor General's Office
David Massaron, Acting Chief Financial Officer
Tanya Stoudemire, Budget Director
James George, Agency CFO
Stephanie Grimes Washington Mayor’s Office
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Detroit Building Authority

FY 2019-20 Budget Analysis by the Legislative Policy Division
Issues and Questions

The Detroit Building Authority (DBA) is primarily responsible for administering capital
projects, as determined by each respective City Department, with identified capital or grant
funds. Critical functions include: encumbering funds through Contracts of Lease; managing the
bid, RFP/RFQ process; issuing contract awards; securing the necessary clearances; advising
contractors of Executive Order 2007-1 requirements; execution of contract documents; monitor
design development and construction for each DBA capital project; review and approve contract
invoices; oversee payments to vendors.
In addition, the DBA is responsible for the following:
¢ Creating and maintaining a database of all City-owned commercial property.
e Maintaining and managing all of the properties within the database.
e Managing the sale of the property, which includes tracking the applications through the
process, marketing of properties, obtaining city and council approvals, and finalizing the
sale transaction.

s Managing city leases, which consist of property leased by and from the city, cellular
towers and billboard leases.

e Coordinating with various city departments the City’s demolition activities.

EXPENDITURES
00277 - Non-Departmental DBA {General Fund 1000)
FY 2019 FY 2020
Adopted Recommended FY 2020
Budget Budget % Increase/(Decrease)
Expenditures $2,071,520 $1,749,532 -15.5%

Page B 35-10- General Fund Expenditure 1000 appropriation # 00277 - Non-Departmental
Detroit Building Authority is recommended to be reduced by $321,988 (-15.5%) in FY 20 by
the Mayor, as illustrated above.

EXPENDITURES
00277 - Non-Departmental DBA {Fund 1003 - Blight Investments)
FY 2019 FY 2020
Adopted Recommended FY 2020
Budget Budget % Increase/{Decrease)
Expenditures $1,700,000 $2,000,000 17.6%

Page B 35-12- Blight Fund 1003 appropriation # 00277 - Non-Departmental Detroit
Building Authority is recommended to be increased by $300,000 (17.6%) in FY 20 by the
Mayor, as illustrated above.
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REVENUES
00277 - Non-Departmental DBA (General Fund Revenue 1000)

FY 2019 FY 2020
Adopted Recommended FY 2020
Budget Budget % Increase/(Decrease)
Revenues $3,771,520 500,000 -86.7%

Page B 35-14- General Fund Revenue 1000 appropriation # 00277 - Non-Departmental
Detroit Building Authority is recommended to be decreased by $3,271,520 (-86.7%) in FY 20
by the Mayor, as illustrated above.

FY2020 - 2023 Positions

33000-Non Departmental
Approptiation FY2018-19FTE  FY2019-20FTE FY2020-2 FTE FY2021-22FTE  FY 2022-21FTE
Cost Center Budget Mayor Forecast Forecast Forecast

Job Code and Title

CO2T7-Non Dept Detroit Building Authosity
350310-Deirot Buldng Authority

013370 E A [} 1 1 ] 1 1

031324 Spec:al Area Ma: Project 5 -DBA 2 3 3 3 3

917013 Executive Management Team - DEA 3 4 4 4 4

111003 Project Manager & Analytics Speciakst K| 2 Fd 2 2 2

$11004.Project Manager & Analyices Speciafst IV 1 1 1 1 1
PI1028 Admnusratiee Assistant - Grade |l - Detrot Bultdng

ooty 1 2 2 2 2

Total 350310.Detroit Buikiing Authority 10 13 13 12 13

Total 00277-Non Dept Detroit Building Autharity 19 3 13 13 [E]

Page B 35-16- The DBA currently has 10 budgeted positions in FY 19 and the Mayor has
recommended the addition of 3 FTE’s (30%) for FY 20, as illustrated above.

Issues and guestions

1. The DBA has the responsibility of “Coordinating with various city departments the
City's demolition activities, " however, the press has recently indicated that several
demolition sites may have been backfilled with contaminated soil. What measures are
the DBA prepared to take to ensure that this is not an ongoing problem, such as
monitoring and enforcement that are different and new?

2. Page B 35-10: General Fund Expenditure 1000 appropriation # 00277 -
Non-Departmental Detroit Building Authority is recommended to be reduced by

$321,988 (-15.5%), by the Mayor in FY 20. What is the basis for the reduction in funds
for this appropriation?

3. Page B 35-16: However, the Mayor has also recommended an increase of 3 FTE’s for the
DBA in FY 20. How does the DBA plan on funding the additional 3 positions, with a
corresponding planned reduction $321,988 (-15.5%) in funding General Fund
Expenditure 1000 appropriation # 00277 - Non-Departmental Detroit Building Authority,
in FY 20? What’s the projected costs and rationale for this increase in positions?

4. The Mayor indicated in his budget message to the City Council that he will remove
demolition responsibilities from the Detroit Land Bank and move the “in house,” to the

City’s own departments. How will this change impact the day to day operations of the
DBA?



Page B 35-8:There is a Blight Fund 1003 Blight Investments appropriation on page B 35-
8 of the Non-Departmental Budget for FY 20, which includes $2 MM for Professional
and Contractual Services (up from $1.7MM) and $10 MM for Operating Services. What
specific costs do these two items within this appropriation cover and how do these costs
correspond to the DBA?

Page B 35-12: There is also a Blight Fund 1003 appropriation # 00277 -
Non-Departmental Detroit Building Authority, which is budgeted at $2 MM (also up
from $1.7MM). What costs are included in this appropriation?

Page B 35-12: Blight Fund 1003 appropriation # 00277 - Non-Departmental Detroit
Building Authority is also recommended to be increased by $300,000 (17.6%]), by the
Mayor in FY 20. What’s the rationale for this increase and what does it entail?

Page B 35-14: General Fund Revenue 1000 appropriation # 00277 - Non-Departmental
Detroit Building Authority is recommended to be decreased by $3,271,520 (-86.7%) in
FY 20 by the Mayor. What is the rationale for this change and what is the projected

impact on the DBA? Is this difference in revenue of $3,271,520 reflected elsewhere in
the budget?

The DBA is also responsible for creating and maintaining a database of all City owned
commercial property, in addition to managing and maintaining all of the properties in the
database. The DBA is also responsible for managing the sale of property, which includes
tracking applications through the process, obtaining City Council approvals and

finalizing sale transactions. What is the current status of the database and how often is it
updated?

10. Regarding the maintenance of City owned commercial property, what are the DBA’s

11.

12.

13.

14.

minimum standards for property maintenance?

Regarding the sale of City commercial properties, what percentage of the sale proceeds
go to the City as general fund revenue and what percentage goes to the DBA as revenue?

What methodology does the DBA utilize to determine the capacity of demolition
contactors?

Please briefly describe the department’s new expense initiatives, new funding
requests, reforms and savings proposals, and new revenue initiatives/proposals to be
implemented in FY 2020. Please provide which appropriation/cost center the new
initiative/request/proposal is impacting in FY 2020.

According to page 8 of the June 30, 2018 audited financial statements (CAFR) for the
DBA (see Attachment I), its net position was in a negative position at ($1,069,539) at the
beginning of the year in 2017, however due to a net loss of ($527,932) of expenses to
income, offset by a Non-Operating Revenues in the amount of $2,126, the DBA ended
2017 (in the negative) with a net position of ($1,595,345). In 2018, due primarily to a net
loss of ($1,018,723) of expenses to income, offset by Non-Operating Revenues in the

4
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amount of $230,520, the DBA ended the year with a 2018 (in the negative) with a net
position of ($2,383,548). The DBA is on an increasing negative trend in by its financial
position as illustrated in the chart below. What efforts is the DBA taking to retum the
DBA to a net positive financial position?

History of Statement of Net Position for the DBA from the CAFR!

Year End

2104
2015
2016
2017
2018

Position Chang.e Ie
Postion
$80,494,051
$789,051  ($79,705,000)
(61,069,539)  (51,858,590)
($1,595,345) {$525,806)

($2,383,548) ($788,203)

! According to the 2016 audited financial statements (CAFR) for the DBA, its net position was $80,494,051 at the
beginning of the year in 2015. However in 2015, due primarily to a transfer of assets to the City of $79,101,996,
and a net loss of ($605,234) of expenses to income, the DBA ended the year with a net position of $789,051.
Subsequently, after starting 2016 with a net position of $789,051, due primarily to a net loss of ($1,859,121) of
expenses to income, the DBA finished the year in 2016 (in the negative) with a net position of ($1,069,539),

Correspondingly, the 2017 audited financial statements (CAFR) for the DBA, indicates that the DBA began 2017 (in
the negative) with a net position of ($1,069,539). The DBA in 2017, due primarily to a net loss of ($527,932) of
expenses to income, the DBA finished the year in 2017 (in the negative) with a net position of ($1,595,345).

3



Aftachment I

CITY OF DETROIT BUILDING AUTHORITY

Management's Discussion & Analysis (Continued)
June 30, 2018

OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)

Statement of Activities - Presented below are the condensed activities for the years ended June
30, 2018 and 2017 (the detailed financial statement is presented on page 11).

2018 2017

Program Revenues $ 9,857,992 $ 10,995,865
Program Expenses 10.876,715 11,523,797
Income from Operations {(1,018,723) (527,932)
Non Operating Revenues (Expenses)

Other Income 230,520 2,126
Net Non Operating Revenues (Expenses) 230,520 2,126
Change in Net Paosition (788,203) (525,806)
Net Position Beginning of Year {1,595,345) {1,069,539)
Net Position End of Year $ (2,383,548) $ (1,595,345)
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