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Village of Onekama President, Robert Blackmore

Township of Onekama Supervisor, David Meister

Portage Lake Authority President, Margaret Punches

Portage Lake Watershed Forever Council Chair, Mike Acton
Michigan Municipal League Foundation President, Arnold Weinfeld

Community Leaders:

Pursuant to your request there is transmitted herewith the Citizens
Research Council of Michigan report on the possibilities of consolidating
the Village of Onekama with the Township of Onekama.

The enclosed report considers the possibilities for consolidation,
including the path to disincorporation of the village and the alternative
path to incorporation as a city. It looks at the legal, financial, and
service delivery issues that Onekama residents may wish to consider in
considering the benefits of change.

Onekama is a leader in asking the important questions of governance
and the possibilities of reform. We are sure local government leaders
throughout Michigan will watch with great interest as your community
deals with the matters before it.

We hope this report helps Onekama to make informed decisions relative
to this important issue.

Respectfully Submitted

Eric Lupher
Director of Local Affairs
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The Citizens Research Council of Michigan was commissioned through the Shared Public Services Initiative to investigate
the costs, benefits, and alternatives for consolidating the Onekama governments. The results of that investigation
contained in CRC Report #372 consider both the options of disincorporating the village, to leave only the township, and
incorporating the entire community as a city.

Over the course of the past six months, CRC has been working with the officials and residents of Onekama to explain
the findings of this report, even as it was being written. The community has adopted the village disincorporation option
and submitted sufficient petition signatures in August to have the question placed before the voters at an upcoming
election. Although CRC Report #372 explains the options for both consolidation methods, this summary will describe
only the village disincorporation laws, benefits, and implications.

THE CosTs, BENEFITS, AND ALTERNATIVES FOR
CONSOLIDATING THE ONEKAMA GOVERNMENTS

Summary

The Township of Onekama and Onekama Village are
considering the implications of consolidating into a
single governmental unit. The possibility was raised
in their recent joint master plan and exploration of
the possibilities has been facilitated by elected officials
in both units. Those governments are located in
Manistee County on the eastern shore of Lake
Michigan. Because the Onekama Township lies on
the shore of Lake Michigan, its size is reduced to only
18.1 square miles. Portage Lake is an inland lake
located completely within the boundaries of Onekama
Township. The Village of Onekama, which was
established on the northern shore of Portage Lake,
currently covers 1.5 square miles of the township.

The population of the Township of Onekama was
1,329 people in 2010: 411 in the Village of Onekama
and 918 outside of the village.! The population
density of the village is much higher than that in the
rest of the township. The village has about 400
people per square mile: the balance of the township
has 55.3 people per square mile.

While the number of housing units in the village has
grown 28 percent over the past 50 years, most of
the growth in housing stock in the area has occurred
in the township outside of the village: up 42 percent
to 856 units in 2009.

! American Factfinder, U.S, Census website, Table DP-1 Profile
of General Population and Housing Characteristics: 2010, http:/
/factfinder2.census.gov/faces/tableservices/jsf/pages/
productview.xhtml?pid=DEC_10_DP_DPDP1&prodType=table.

In 2009, median township incomes were about 13.5
percent higher in than those in the village.

Disincorporate the Village

Under the General Law Village Act, disincorporation
of a village may be initiated by circulating a petition
requesting a vote on the question of whether the
village shall disincorporate. Petition circulators must
get a number of signatures equal to at least 15
percent of the registered electors of the village. The
Village of Onekama currently has 378 registered
electors, so a petition must contain a minimum of
57 signatures. The petitions are filed with the
township clerk, who then has 14 days to determine
the legal sufficiency of the petition.

From this point, the General Law Village Act provides
two avenues to proceed with disincorporation:

a. an immediate referendum, or

b. creation of a disincorporation commission
followed by a referendum.

a. Immediate Referendum

Should the elected village board take no action, the
question of disincorporation would appear on the
ballot at the next general or special election to be
held in the village. Separate elections are held in
(a) the village and (b) the portions of the township
outside the boundaries of the village, respectively.
Disincorporation of the village becomes effective
using this avenue only if two-thirds (2/3) of the
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electors voting on the question in each jurisdiction
vote “yes”.?

b. Disincorporation Commission and Referendum

The General Law Village Act also allows for the
insertion of an intermediary step between the
collection of petition signatures calling for
disincorporation and the actual vote.

Once the clerk determines the sufficiency of the
petitions, the village board may, by resolution, elect
to adopt procedures set forth in the General Law
Village Act? to create a disincorporation commission.
The commission would be composed of six members
with equal representation from the village and
township. The commission would be charged with
addressing several issues. By addressing these issues
prior to the election, voters should be better informed
of the implications of disincorporation as it relates
to the village’s assets, services, and personnel.

Upon completion of the disincorporation commis-
sion’s work, the plan would be submitted to the
village and township boards for their approval.
Pending such approval, the question of
disincorporation would appear on the ballot at the
next general or special election to be held in the
village. Unlike the provision for taking the question
of disincorporation directly to the ballot that requires
a supermajority two-thirds (2/3) vote, the question
posed after the work of a disincorporation
commission requires only a majority of the votes
cast by (a) electors of the village and (b) the portions
of the township outside the boundaries of the village.*

Should the question fail at the ballot under either
scenario, a new petition for disincorporation could
not be filed until two years have passed.

Village Personnel
The Village of Onekama does not employ anybody

on a full-time basis nor at a pay level that would
support a family. Additionally, no one compensated

2 MCL 74.18a (9).

¥ MCL 74.23a - .23i.
4 MCL 74.23h.

by the village for their labor receives any fringe
benefits in the form of insurance or a pension.

The village president and a maintenance person have
Lagoon 1 Operator’s licenses necessary to run the
wastewater facilities that are part of the village's
sewer system.

The village’s elected officials would no longer have
an elected position to serve in when the village is
gone, but they would be eligible to run for office in
the township or city government after a
consolidation.

The contracted personnel would not automatically
have their jobs transferred to a consolidated
government, but the township could chose to employ
them to perform the services that they provided for
the village.

Village Properties

The village offices are housed in the village-owned
Farr Center, which also serves as a community center.
The village has a garage that is used to house
equipment. The village owns the land for four parks,
two cemeteries, the sewer lagoon, and the sewer
pipes that have been installed underground. Finally,
the village owns office equipment, machinery, and
other supplies necessary for operation of the village.
Ownership of these properties could all be transferred
to the township. Excess office equipment, machinery,
or supplies could be sold off and the funds used for
operations or saved to meet future contingencies.

Farr Center

There was some question about the ability to pass
ownership of the Farr Center from the Village of
Onekama to Onekama Township. The Farr family
deeded the building to the village in 1949 with
restrictions that the building be used

For the use of said Village for its general offices
including a Council Chamber and Fire Engine
House. Said Village to make this property
available as a Community Center as a meeting
place for Civic Groups including the Chamber of
Commerce, The Clio Club; The Boy Scouts; The
Girl Scouts and the Portage Lake Garden Club.
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In addition to the village office and meeting space
requirements specified in the deed restriction, the
building currently houses local offices of the Manistee
County Library.

A simple reading of the restrictions in the deed
transfer does not identify anything that would prohibit
a transfer of ownership to the township in the event
that the village is dissolved. It could be expected
that the township would continue to make the
building available as meeting space as required by
the deed restriction. Legal council for the village
and township conducted further research and were
unable to identify any other legal documents that
would complicate dissolution of the village.

Village Services

Onekama Township offers fire protection services to
all of Onekama Township — inside and outside of the
village — through its central fire facility located
adjacent to Township Hall. Law enforcement in
Onekama is provided through the Manistee County
Sheriff Department and the Michigan State Police.
Library services are provided by the Manistee County
Library, which houses a branch in the Farr Center in
the village. Both the township and the village offer
access to Portage Lake and maintain parks.

Village properties are connected to sewer lines. Only
a few, select properties outside of the village are
connected to those sewer lines. There are no publicly
owned water or sanitary treatment facilities outside
of the village. The village maintains the roads within
its jurisdiction, for which it receives state highway
funding. Roads outside of the village are maintained
by the Manistee County Road Commission.

General Government

It is expected that the current menu of services
provided by the township would not change.

Because there was overlap with the village
performing many of the same functions, it is
estimated that more than $73,000 could be saved
by eliminating the expenses related to the village
council (the president and board of trustees), clerk,
treasurer, the need for village elections, and most of
the costs related to the village planning and zoning
functions.

In addition to those functions and services, it is
expected that the township would have to assume
some services that are currently provided by the
village.

e The township would assume responsibility for the
village parks at a cost of almost $25,000 per
year.

e The township would assume responsibility for the
village cemeteries. Part of the operations and
maintenance costs related to the cemeteries is
covered by the sale of lots and donations, leaving
about $7,000 to be covered by the general fund.

e The township would assume responsibility for
street lighting on what are currently the village
streets.

Sewer Issues

The Village of Onekama does not have a municipal
water system but does operate and maintain a
sanitary sewer system for the 288 residential and
66 commercial properties within its jurisdiction, as
well as a few properties in the township outside of
the village. The wastewater collection and treatment
facility consists of three primary lift stations that
pump wastewater to a treatment facility on 11 Mile
Road in Bear Lake Township. The sewer system
feeds into a plant with four digesting lagoons. After
a digestion period the water is pumped one and a
half miles to a surface irrigation site.

The sewer system is operated as an enterprise or
proprietary function external to the other village
operations. No tax revenue, from the village, the
state, or any other governmental entity have been
used to construct or operate the sewer system.
Funding the sewer system requires the village to
calculate the cost of operations and of financing the
principal and interest associated with bonds issued
for construction or upgrade of the system and divide
that cost across the users of the system — the
properties tied into the sewer system — in the form
of user charges. The sewer system is self supporting.

The Village of Onekama has issued four bonds since
1972 for construction and improvement of the sewer
system through the U.S. Department of Agriculture’s
(USDA) Rural Development program. Two new bond
issues were issued in 2005 to redo the digestion
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lagoon cells, add the irrigation system, upgrade the
lift system, and upgrade the sewer lines. Repayment
of those obligations is scheduled to stretch until 2045.
As of the close of the Village's 2011 fiscal year, the
Village of Onekama had $1.217 million in bonds
outstanding for investments made to build and
upgrade the sewer system. Because the borrowing
is so new, at this point in time most of the payments
are for interest.

These bonds were issued through the USDA Rural
Development program, which provides funding op-
portunities in the form of payments, grants, loans,
and loan guarantees, for the development and com-
mercialization of utility services such as water, waste
treatment, electric power and telecommunications
services.®

The bonds can be transferred from the village to the
township as the governmental entity holding the debt
on the property owner’s behalf. The sewer system
would service the same properties and current
charges for service would need not change to
continue operation of the system. Because the bonds
were issued through the federal government,
permission from the U.S. Department of Agriculture
will be needed for a transfer process such as this to
proceed.

Roads

The Village of Onekama has jurisdiction over 1.4
miles of primary roads — 3rd Street and Mill Street —
and 4.1 miles of local access streets.

Onekama Township levies a one-mill property tax
for road care, with a proportional amount distributed
to the village to support care of the village roads,
based on the percent the village tax base contributes
to the township tax base. It is important to keep in
mind that village residents remain residents of the
township so they are subject to the township tax
levy; the transfer of revenues from that levy reflects
the contribution from village property owners. The
balance is used to supplement Manistee County Road
Commission projects in the township.

5 www.rurdev.usda.gov/Utilities_Assistance.html

Transfer of Jurisdiction

State law does not provide that jurisdiction over roads
should transfer automatically with changes in
governmental type — i.e., incorporation or
disincorporation. However, townships are not eligible
for Act 51 highway funding, so it can be expected
that jurisdiction over the village roads will be shifted
to the Manistee County Road Commission if the
Village of Onekama is disincorporated.

Before that happens, MDOT and/or the state Attorney
General may need to address some issues. The first
unanswered question in how a disincorporating village
should address jurisdiction over roads is whether the
Transfer of Jurisdiction over Highways Act is to be
part of the process, requiring the cost of renovation,
repair, or reconstruction of roads in need of such care
should be considered a liability of the village to be
addressed upon dissolution. This provision takes on
practical significance in Onekama, as both the
Manistee County Road Commission and Onekama
residents report that parts of the Onekama Village
road system have been allowed to deteriorate and
are in poor condition.

Second, it must be determined how the county road
commission should be compensated through Act 51
of 1951 for the additional road mileage it adds to its
existing county road system. The first option would
simply transfer the mileage to the county road
commission to be funded at the same rates as all
other county roads. Alternatively, the jurisdictional
transfer process would provide the county road
commission the same level of funding that is currently
provided to the village.

The amount of funds per mile distributed to county
road agencies and to municipalities differ. If the
first option is followed, and the village road mileage
simply becomes county road mileage, the Manistee
County Road Commission would receive $11,383 per
mile of primary road and $1,511 per mile of local
access road (based on 2011 Act 51 distribution
levels). This would result in a gain of approximately
$22,000 to accompany jurisdiction over the village
roads. Alternatively, if the second option is employed
and the mileage is transferred using the formal
jurisdictional transfer process, the Manistee County
Road Commission stands to receive $15,421 per mile
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of primary road and $2,545 per mile of local access
road (again based on 2011 Act 51 distribution levels).
By using the jurisdictional transfer process, the road
commission would receive approximately $32,000
to accompany jurisdiction over the village roads. The
result would be a $10,000 difference in funding.®

For purposes of this study, it is assumed that the
village roads would be transferred to the Manistee
County Road Commission. Further, it is assumed
that the village would have to bear the cost of
bringing the roads up to an adequate level of repair.
This need not happen prior to transfer of jurisdiction.
Finally, it is assumed that by employing the formal
process for transferring jurisdiction, the Manistee
County Road Commission would receive the funding
levels currently provided to Onekama Village for the
transferred road mileage.

Snow Removal

Snow removal requires special attention. While
village residents may be willing to accept that the
condition of village roads could be improved and kept
in better condition if transferred to the Manistee
County Road Commission, many cannot conceive that
snow removal would occur in as timely a manner by
the road commission as currently occurs under the
village’s care. Even if the roads are transferred to
the care of the Road Commission, some village
residents may be interested in a continuing local role
in snow removal.

Again, more than one option could be considered if
a majority of village residents feel strongly about
this issue. First, Onekama Township could consider
assuming a role in snow removal as an ongoing
service. Second, the township could consider
contracting with the Manistee County Road
Commission to perform snow removal on its behalf
only in the event of severe snow falls.

Both options could be undertaken under the
Highways within Townships Act. The act generally
authorizes a township to contract with the road
commission for projects, but it doesn’'t grant a

6 Amounts provided in a telephone conversation with John
Niemela from the County Road Association of Michigan on
February 22, 2011.

township authority to maintain the roads itself. The
act does not require the use of county road
commission funds for the contracted service,
although the provision of road commission resources
could be written into a contract.

Both options would require authorization from the
Manistee County Road Commission in the form of
an application and permit to operate, use and/or
maintain a snow removal service in the right of way.
All other aspects of using the right of way required
the standard permitting process.

In the event that the residents wish to pursue
independent snow removal, the township could
pursue imposition of a special assessment to finance
snow removal on those properties that would benefit.

Revenue

An immediate effect of a consolidation would be the
elimination of the village property tax millage. In
2010, that revenue source yielded almost $94,000.

It can be assumed that the aggregate revenues gen-
erated by the township and village from charges for
services (mostly sewer fees), restricted revenues for
liquor control enforcement, unrestricted state rev-
enue sharing, and “other” sources, would remain
unchanged if the township and village are consoli-
dated into a single governmental entity.

If the village is dissolved to leave only the township,
there would be no road miles under the jurisdiction
of the township and no Act 51 funding (the green
segment in the bar on the left in Chart A). The
potential replacement of that revenue and funding
for enhanced street lighting in the village is repre-
sented by the maroon segment of the bar on the
right in Chart A.

Snow Plowing and Street Lights

While most of the services provided by the village
can easily be assumed by the township, or can be
provided by a consolidated city government, a few
services will not translate to the whole Onekama
community. First among these services is the sewer
system. As has already been detailed, sewer services
are fee based and assumption of the sewer system
by a consolidated government will not cause
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Chart A

Revenues of a Consolidated Onekama Government

dedicated a large portion of its
highway funding to snow removal,
with a relatively aggressive
approach to keeping the streets

$1,400,000

$1,200,000

passable during the winter.
Maintenance of this snow removal

$1,158.000

Other

$1,065,000

effort in the area constituting the
village has been identified as a

$1,000,000 Other

priority by village residents.

Charges for Services

$800,000 Charges for Services

Restricted State Funds

Likewise, village residents have

Unrestricted State Funds

$600,000

$400,000

Property Taxes

$200,000

$0

Unrestricted State Funds

Property Taxes

expressed an interest in keeping the
street lights operating whether the
village and township continue as
separate entities or are consolidated.

Should the residents of Onekama opt

Aggregate of Current Revenues

Source: Onekama Township Financial Statement, March 31, 2010 and
Village of Onekama Audited Financial Report for the year ended

February 28, 2010. CRC Calculations.

additional costs for township residents outside of the
area where sewer services are provided.

Also significant are the issues of snow plowing and
operation of street lights in the area currently
constituting the village. The Village of Onekama has

to dissolve the village and operate with
only the township, it is recommended
that a special assessment district be
created in the area that currently
constitutes the village for the purpose
of funding snow removal and street
lights. Should the residents of
Onekama opt to incorporate as a city, the Act 51 funding
and city funds would support general road maintenance,
including winter snow removal, but it is recommended
that a special assessment district be created in the area
that currently constitutes the village for the purpose of
funding street lights.

Township without Village

Conclusion

Onekama residents should not expect major savings
by consolidating their village and township
governments. The two governments do not provide
many governmental services to begin with, and it is
expected that most of the services for which the
village spends the largest sums—sewers, snow
removal, parks, street lights, the Farr Center—would
continue under the aegis of the township.

The lack of significant savings in analysis of
Onekama’s finances can be attributed to a number
of factors: the governments have a history of working
together and collaboration; the governments are very
efficient in the services that are currently provided;

and no economies of scale are created by dissolving
the village because it is overlaps the township.

Some efficiencies and taxpayer savings may result
from the consolidation of local governments, but the
benefits that are not easily quantifiable may be the
primary gain from consolidation. Consolidation is
still worth pursuing because the interests of the
village residents can still be served; the duplication
that does exist will be eliminated; and the interests
of the community will be better served in planning,
community and economic development, stewardship
of Portage Lake, and a simplified interaction with
municipal government.
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CONSOLIDATING THE ONEKAMA GOVERNMENTS

Introduction

The idea has long been carried forth that the large
number of independent jurisdictions increases the
overall cost of providing local government services
in Michigan. Advocates for local government reform
argue that the structure of local government, with
more than 1,800 counties, cities, villages, and town-
ships, creates duplication, prevents
economies of scale, and compli-
cates the interaction of residents

for or against consolidation. The intent is to provide
sufficient information so that the residents will be
able to make informed decisions.

Onekama

The Township of Onekama and Onekama Village are
located in Manistee County on the
eastern shore of Lake Michigan.

and businesses with local govern-
ments.

Previous efforts to address the
large number of local governments
have been championed by resi-
dents, business leaders, and local
government officials. However, the
record of success in eliminating
individual units of government has
not been good.

The Township of Onekama
and Onekama Village are
located in Manistee County
on the eastern shore of
Lake Michigan. Because
the Onekama Township lies
on the shore of Lake
Michigan, its size is reduced
to only 18.1 square miles.

Michigan townships are generally
36 square miles in area. Because
the Onekama Township lies on the
shore of Lake Michigan, its size is
reduced to only 18.1 square miles.

Portage Lake is an inland lake lo-
cated completely within the bound-
aries of Onekama Township. The
Village of Onekama, which was es-
tablished on the northern shore of

The Township of Onekama and

Onekama Village are considering the implications of
consolidating into a single governmental unit. The
possibility was raised in their recent joint master plan
and exploration of the possibilities has been facili-
tated by elected officials in both units.

The following analysis will examine the operations
of both governments, analyze the finances for each
government in providing services and in administra-
tion, and propose actions to consolidate the govern-
ments into a single entity. It will describe the laws
that regulate their current operations, those that
could be utilized to consolidate, and suggest amend-
ments to state laws that could address issues re-
lated to consolidation.

Ultimately, the decision to consolidate rests with the
residents of Onekama Village and the Township of
Onekama. This report will attempt to respond to
guestions and concerns that residents might have
when considering this question, but it will not argue

Portage Lake, currently covers 1.5

square miles of the township. Vil-
lage residents continue to be township residents,
and the village government supplements township
governmental services with additional services.

Onekama has become a prime spot for vacationers,
with the population of the area nearly doubling dur-
ing the summer months.

Historical Background of the Onekama Area

The predecessor of Onekama (derived from “oneka-
ma-engh”, a native Ottawa Indian phrase for “por-
tage”) Village was the settlement of Portage at Por-
tage Point, first established in 1845, at the western
end of Portage Lake, at the outlet of Portage Creek.
In 1871, when landowners around the land-locked
lake became exasperated with the practices of the
Portage Sawmill, they took the solution into their
own hands and dug a channel through the narrow
isthmus, opening a waterway that lowered Portage
Lake by 12 to 14 feet and brought it to the same
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Map 1
Jurisdictions in Manistee County
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level as Lake Michigan. When this action dried out
Portage Creek in May 1871, the settlement, which
had only the week before been designated as
Onekama with a post office under that name, moved
to the previously submerged land at the northwest-
ern shore of the lake near an earlier settlement called
“Brookfield”.

In 1880, the first public buildings were built in the
new village. These included the Pierce Grist Mill and
The Gibert Brothers’ Saw Mill. In 1882, the first school
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was built next to the present-day Congregational
Church. In 1883, a large summer hotel, The Glen
House, was built near the Glen, with its three min-
eral springs that were believed to have medicinal
value.

Onekama Village was incorporated in 1891 and in-
cluded the earlier settlement known as Brookfield,
creating a long narrow village about 1.5 miles long
with the business section on the flat, former lake
bottom and residences on the higher land.?
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Population of the Onekama Area

The population of the Township of Onekama was
1,329 people in 2010 according to the U.S. Census

the township residents lived in the village. Aside

from the village, township residents have concen-

Bureau?: 411 in the Village of Onekama® and 918

outside of the village. The village
population averaged 596 people
from 1970 to 2000 before declin-
ing to 411 people in 2010. The
township population outside of the
village was only 490 people in 1970,
but grew to 862 people in 1980,
and has remained fairly constant
since that time. (See Chart 1.)

The population growth outside of
the village has shifted where the
majority of people live in the
Onekama area. In 1970, 57 per-
cent of the township residents re-

sided in the village, but by 2010, only 31 percent of

Chart 1

The population of the Town-
ship of Onekama was 1,329
people in 2010: 411 in the
Village of Onekama and 918
outside of the village. The
village population averaged
596 people from 1970 to
2000 before declining to 411
people in 2010.

trated around Portage Lake in subdivisions at Por-
tage Point, Andy’s (North) Point, Hilltop/Clark Road,

Easy Street, Wick-a-te-wah, Red
Park, and Pierport.

Despite the population growth out-
side of the village, the population
density of the village remains much
higher than that in the rest of the
township. The village has re-
mained at about 400 people per
square mile over the past 50 years.
The population growth in the town-
ship outside of the village has in-
creased the population density:
from 29.5 people per square mile
in 1970 to 55.3 people per square
mile in 2010. In total, the town-

ship population density (inside and outside the vil-

Population of Onekama Village and Township Outside of the Village, 1970 - 2010
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Source: U.S. Census, various years.
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Chart 2

Population Density of Onekama Village and Township, 1970 — 2010
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lage) has grown from 62.3 people per square mile
in 1970 to 73.4 people per square mile in 2010. (See
Chart 2))

The families residing in the Onekama area tend to
be relatively small, with an average household size

Township Outside of Village

1990 2000 2010

of 1.69 people in the village and 2.05 people in the
township, and slightly older, with a median age of
53.6 years for village residents and 51.1 years for
township residents. The residents are predominantly
white. They usually work outside of the township or
village.*
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Housing Units

While the number of housing units in the village has
grown 28 percent over the past 50 years, from 268
units in 1970 to 343 units in 2009, most of the growth

Chart 3
Housing Units in Onekama, 1970 — 2010

in housing stock in the area has occurred in the town-
ship outside of the village. The number of housing
units in the township outside of the village has grown
42 percent from 601 units in 1970 to 856 units in
2009.
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Household and Family Income

Township residents located outside of the village tend
to have higher incomes than the village residents.

1990 2000 2010

The data from the U.S. Census Bureau shows that
2009 median township incomes were about 13.5
percent higher in than those in the village. (See
Table 1.)

Table 1
Household and Family Income in Onekama, 1989 and 2009
Township Village
Median household income
1989 $21,439 $18,438
2009 $42,679 $37,625
Median family income
1989 $26,406 $24,375
2009 $57,273 $50,417
Source: U.S. Census Bureau
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Michigan’s Experience with Local Government Consolidation

The organization of Michigan local government has
changed very little over the past half century. Other
than the incorporation of a few new cities, most of
the changes have been general law township as-
suming charter township status. Likewise, Michigan
has experienced very few efforts to consolidate ex-
isting local governments. Other than a few failed
efforts to disincorporate villages (for which there was
not studies of the effects), efforts

the new Battle Creek city charter was developed, it
included a provision that all employees from Battle
Creek Township were to transfer to the city and
continue employment.> In building the business
case for consolidation of Iron River, the analysts
started with the premise that no employee would
be made worse off, not because of any provisions
in state law such as the Urban Cooperation Act,

but because it was believed it

to consolidate local governments
have been limited to:

e In the 1960s, the City of Jack-

An effort to combine the
governments as small as
the Onekama governments

would help to generate support for
consolidation.® The proposed
merger of the Grand Blanc gov-
ernments contemplated some dis-

son, in Jackson County, at-
tempted to merge with the sur-
rounding townships of Leoni,
Summit, and Blackman.

e In the 1980s, the City of Battle Creek annexed
Battle Creek Township, in Calhoun County, in
whole.

Michigan.

e In the 1990s, the cities of Iron River and
Stambaugh, and the Village of Mineral Hills, in
Iron County, merged to create a new City of Iron
River.

e Inthe 2000s, an effort to merge the City of Grand
Blanc with Grand Blanc Township, in Genesee
County, was defeated.

Appendix A explores the experience of each of the
Michigan consolidation efforts. The following offers
a few lessons from those experiences.

Each of the proposed and achieved mergers were of
a greater scale than is considered for the Onekama
community. The cities each provided more services
than the Village of Onekama or Onekama Township
currently do. The townships considered for annex-
ation or merger each had much larger populations
than does Onekama Township and the township
governments were providing a broader range of ser-
vices. An effort to combine the governments as small
as the Onekama governments would be unique in
Michigan.

The displacement of governmental employees was
a recurring theme in the consolidation efforts. When

would be unique in

placement of workers, but for the
most part it was expected that the
current workers would be needed
in the consolidated government.

The greater opportunity for a well-balanced com-
munity in terms of tax base, land use, and social
and economic development than existed in the indi-
vidual governments was a common theme in Jack-
son and Grand Blanc. While it was anticipated that
some savings would result from the mergers, the
less tangible gains of united land use planning and
economic development were also strong motivations.
The inability to quantify the potential gains of unify-
ing these activities may have contributed to the suc-
cess of the opposition.

Finally, the desire to reduce the cost of local gov-
ernment was at least a contributing reason for the
champions of each of the consolidation efforts, but
major savings did not materialize for any of the
consolidations — either in the pre-vote analyses of
a consolidated government or in post-consolidation
comparisons of costs relative to peer cities. The
lack of significant savings related the proposed or
actual consolidations can be attributed to a num-
ber of factors:

e These governments have tended to engage in
intergovernmental collaboration with their in-
tended mates prior to consolidation. Intergov-
ernmental collaboration has allowed these gov-
ernments to achieve economies of scale or skill
for the most capital and/or technically intensive
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functions and services. Therefore, the savings
hoped for through consolidation had already been

achieved through collaboration.

These relatively small governments tended to en-

tors. As it pertains to these labor intensive ser-
vices, the combination of the populations/areas/

numbers of parcels of the communities together
would not create economies of scale or skill that

gage their workforces for the provision of mul-

tiple functions and/or services.
In the end, consolidation would
propose to replace a single
employee performing two or
three functions with two or
three employees performing
single functions. While services
might have been upgraded, it
was unlikely that savings would
be a result.

Many governmental services

are labor intensive. The determination of staff-
ing needs, and thus the determination of costs,
are based on the population, the area, the num-
ber of parcels served, and other external fac-

Consolidation enables the
communities to enjoy a
broader, more diversified tax
base, land use planning over
a wider geographical area,
social and economic devel-
opment over a wider area.

would result in savings. Some back offices may

be made more efficient, but the
real cost drivers do not benefit
from consolidation.

Some efficiencies and taxpayer
savings may result from the con-
solidation of local governments,
but the benefits that are not eas-
ily quantifiable may be the primary
gain from consolidation. Propo-
nents of consolidation may hope
for savings, but those savings are
not always obtainable. On the

other hand, consolidation enables the communities
to enjoy a broader, more diversified tax base, land
use planning over a wider geographical area, social
and economic development over a wider area.
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Michigan Local Government

Local governmental activities in Michigan may be di-
vided into two broad classes of services based upon
the type of activity performed. The first class of
services consist of certain duties required by the state
of primary local units of government. These legally
required duties are:

1. Assessing property as a basis of county and
school taxes.

2. Collecting taxes for the coun-

About 11 percent of the townships have opted to
operate under the Charter Township Act which pro-
vides some additional powers and some additional
protection from annexation from cities.

A village is not a primary local unit, but is an incom-
plete government furnishing only elective local ser-
vices. The area of the village remains part of a town-
ship, village citizens are also
township citizens, and the town-

ties and schools.

3. Conducting county, state, and
national elections.

The second broad class of services
consists of elective local services
such as fire protection, police pro-
tection, water supply, sewage dis-
posal, zoning, public health, etc.

The primary local units of govern-
ment in Michigan are cities and
townships. These two types of
governments furnish both classes

A village is an incomplete
government furnishing only
elective local services. The
area of the village remains
part of a township, village
citizens are also township
citizens, and the township
government provides for
residents of the village the
legally-required duties im-
posed by the state.

ship government provides for resi-
dents of the village the legally-re-
quired duties imposed by the state
as outlined above. While the town-
ship government may perform cer-
tain elective local services for vil-
lage residents, historically this was
the exception rather than the rule.
The purpose in organizing a village
was to furnish local services to resi-
dents of a built-up area in the
township which the township gov-
ernment, due to its limitations,
could not provide. However, vil-

of services — those duties required

by the state and, in varying degrees, elective local
services. Accordingly, the entire state is divided into
non-overlapping cities and townships, to which the
legally required duties are assigned. Whenever a
new city is incorporated, its area is withdrawn from
the township for all governmental purposes.

In cities, all local government activities — both state-
imposed duties and elective local services — are uni-
fied in one government. In townships, outside vil-
lages the township alone conducts all these activities.
Only in villages are the governmental activities di-
vided between township and village governments.
Village residents, therefore, are the only persons in
Michigan living under and supporting two local units
of government, a village and a township.

Like counties, townships were organized without resi-
dent input, as geographical entities created by a con-
gressional survey under the Northwest Ordinance of
1787. Michigan currently has 1,240 townships. The
majority of the townships operate under general law.

lage taxpayers have to pay for such
elective local services and, in addition, may have to
help support all the activities of the township gov-
ernment. The extent of this double burden varies
considerably from one village to another, and, in all
fairness, it must be pointed out that since townships
have been receiving revenue sharing payments from
the state, the direct cost to village residents for town-
ship government has been, in many cases, little or
nothing.

Most villages are incorporated under the General Law
Village Act that establishes a governance structure
and operating structure in state law. The Home Rule
Village Act of 1909, enacted at the same time as the
Home Rule City Act, allows villages to adopt a char-
ter that dictates the governance structure and basic
operating structure. Since 1980, state law has re-
quired that any newly created villages incorporate
under the Home Rule Village Act.

Cities enjoy broader powers than do villages and
townships. The powers of townships and general
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law villages are confined to those specifically enu-
merated in the state laws pertaining to these types
of governments: these delegated powers are strictly
construed. The purpose of the home rule powers
conferred by the Constitution and the implement-
ing statutes was to provide broader powers in the
conduct of their own affairs. Home rule munici-
palities have the power to manage their own af-
fairs in their own way within constitutional and
statutory restrictions.

The Home Rule Cities Act is more

lage. Furthermore, the maximum number of spe-
cial assessment installments under the General Law
Village Act is limited to five for street improvement
purposes, and full payment must be made in ad-
vance for all other improvements. No such limita-
tions apply to home rule cities.

It is worth pausing here to note that the expanded
powers of townships have reduced or eliminated the
need for communities to consider incorporation as a
village. Since enactment of the
Charter Township Act in 1947,

generous and less cumbersome
with respect to the levying of taxes
than laws pertaining to villages and
townships. The village and town-
ships acts, for all practical pur-
poses, permit the levy of a limited
amount of property taxes, but this

At this point in Michigan’s
history and with the current
authorizing laws in place, it
IS not necessary to
incorporate as a village or
city to provide a wide range

townships have increased their au-
thority to provide services and
meet the needs of their residents
and businesses. Charter township
status was adopted by many town-
ships, especially in the state’s ur-
ban areas, and the authority

limitation is broken into several
small rates for different purposes.
The Home Rule Cities Act provides
for the establishment of a tax rate
limitation in the charter up to a
maximum of 20 mills for all purposes to be allocated
at the discretion of local officials.

of local
services.

General law villages may not levy an individual spe-
cial assessment for an improvement which will ex-
ceed 25 percent of the assessed value of the lot or
premises, and because of the necessity for spread-
ing assessments on a uniform basis throughout a
special assessment district, the lowest valued lot in
the district will become the standard for all lots in
the district. This limitation almost precludes any sort
of special assessment program in a general law vil-

government

granted to general law townships
was expanded. At this point in
Michigan’s history and with the
current authorizing laws in place,
it is not necessary to incorporate
as a village or city to provide a wide range of local
government services. Only four villages have been
incorporated in the last 40 years. Many more com-
munities have gone directly from a township to a
city. Michigan does not have any cities that could be
characterized as rural in nature with low population
densities, but it does have a number of townships
and villages that are very urban in nature and that
have populations rivaling their neighboring cities.

With that in mind, what are the options for a small
village and its surrounding township wishing to con-
solidate into a single entity?
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Options to Eliminate a Unit of Government

For the Onekama communities, the motive to ex-
plore consolidation of the township and village re-
flects:

o “Ashared interest in looking at options for con-
taining the costs of government and government
services.

e A common interest in unifying the community
around sharing its visions,
goals and objectives involving

are the level of elective services desired of their lo-
cal government and the satisfaction with the struc-
ture of township government as a representative
governing body. Although the current township is
empowered to provide many of the same services
as cities, a desire for a broad range of elective ser-
vices and continued development would suggest the
city option is best. A desire to maintain the current
level of services and development
would suggest that a township

the economic well-being and
quality of life.

The residents of Onekama
effectively have two options
to consolidate governmen-

government could adequately
serve the community’s needs.

e Aninterest in streamlining and
simplifying public access to
government.””

tal entities:

In general, consolidation of gov-
ernments can be achieved in three
ways:

1. Two or more governmental en-
tities can incorporate as a new
single entity;

2. One governmental entity can
annex another; or,

3. Inthe case of overlapping governments, the over-
lapping governmental entity could be dissolved,
leaving only one government.

In the case of a village, annexation of additional ter-
ritory in the township does nothing to alter the over-
lapping nature of these governments. It would not
provide additional strength to contain costs, unify
the community, or streamline and simplify the local
governments. Thus, the residents of Onekama ef-
fectively have two options to consolidate govern-
mental entities:

1. Incorporate the entire jurisdiction as a city; or

2. Disincorporate the village to have the entire com-
munity served by the township.

The fundamental questions for the residents of
Onekama — both in the village and the township —

1. Incorporate the entire
jurisdiction as a city; or

2. Disincorporate the vil-
lage to have the entire
community served by
the township.

1. Incorporate as a City

Section 7 of the Home Rule Cities
Act,® provides that “... if the pur-
pose is to incorporate a new city,
it shall represent that the territory
described contains not less than
2,000 inhabitants and an average
of not less than 500 inhabitants per
square mile...”

According to the 2010 census,
Onekama Township had a population of 1,329 people
within its 18.1 square miles.® This reflects a popula-
tion density of 73.4 persons per square mile. Thus,
Onekama is precluded from consolidating by incor-
porating as a city through provisions of the Home
Rule Cities Act.

To put Onekama’s population density in perspec-
tive, the least densely populated city in Michigan in
2010 was Mackinac Island with 113 people per
square mile. Mackinac Island is incorporated as a
special fourth class city, operating under a city char-
ter handed down by the state. The next least
densely populated city, Gaastra in Iron County (212
people per square mile), is almost three times as
densely populated as is Onekama Township. The
average Michigan city had 2,085 people per square
mile in 2010; the median city had 1,638 people per
square mile. (See Chart 4.)
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Chart 4

Comparison of Population Densities, 2010
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* Mackinac Island was incorporated under a fourth class charter enacted by local act of the state

legislature.

Source: Michigan Demographer, Department of Technology, Management and Budget, www.michigan.gov/
€Qi/0,1607,7-158-54534-252541—,00.html.

Although Onekama could not incorporate under the
provisions of the Home Rule Cities Act, an alterna-

tive approach to incorporation as
a city exists in the State Boundary
Commission Act.’® Section 10a of
the act provides a process for a vil-
lage to incorporate as a city when
all of the territory of the organized
township is included within the
boundaries of a village. Sub-sec-
tion 2 of Section 10a provides a
path to circumvent the population
and population density provisions
in the Home Rule Cities Act:

Except as otherwise provided in this section, in-
corporation under this section is not governed
by the population and other incorporation require-
ments of Act No. 279 of the Public Acts of 1909, 4.

Although Onekama could
not incorporate under the
provisions of the Home Rule
Cities Act, an alternative
approach to incorporation
as a city exists in the State
Boundary Commission Act.

to a city

as amended, being sections 117.1 to 117.38 of

the Michigan Compiled Laws.

The process for the village and township to incorpo-
rate as a city under this process would be some-

what cumbersome and would pro-
vide some uncertainty. To use this
process, Onekama Village would
have to

1. Annex the balance of
Onekama Township

2. Adopt a resolution calling for
a referendum on incorporation as
a city and submit to the electors
of the village and township the
guestion of changing from a village

3. Provide for the election of charter commission-
ers to draft a city charter

Draft and adopt a city charter

Provide for the transfer of assets and liabilities
of the township to the city.
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The Detailed Process for Changing from a Village to a City
Under the State Boundary Commission Act

Annex the Balance of Onekama Township. The procedure for annexation of lands to a village is contained in the
General Law Village Act.2 The village council would have to adopt a resolution to petition the county board of
commissioners to change the village boundaries. The notice of intent to annex territory must be published and posted
for three weeks prior to filing of the petition with the county clerk. The petition must contain a legal description of the
territory proposed to be annexed and the reasons for annexation. The village resolution must be attached to the
petition when it is filed with the county clerk. The county board would hold a public hearing and make a determination
as to whether any or all of the lands should be annexed to the village. The process is completed when the county
board of commissioners adopts a resolution approving or denying the petition.®

Referendum on Incorporation as a City. Once the township and village are coterminous, and all of the territory
in the Township of Onekama is included within the boundaries of the Onekama Village, the village would adopt a
resolution calling for a referendum on incorporation as a city. The referendum would be submitted to the voters.

Election of Charter Commissioners. The resolution proposing incorporation as a city may also call for an election
of charter commissioners for the purpose of drafting a city charter. As a General Law Village, Onekama Village
currently operates under state law that provides for the structure, powers, and authorities of the village. The Home
Rule Cities Act authorizes cities to draft individual city charters providing for the structure of city government, the
powers enjoyed by the city officials and limitations to be placed upon those officials, and the authorities to be exercised
in the operation of city government. Nine electors of the coterminous township and village would be elected to a city
charter commission.

Drafting and Adoption of a City Charter. If the voters approved transitioning from a village to a city (in step #2),
the charter commission would meet, organize itself, and draft a city charter. That draft charter would be submitted to
the electors for adoption or rejection. If rejected, the charter commission must reconvene to prepare a revised charter
which is then resubmitted to the voters. The charter commission may take up to two years to draft a charter and have
it approved by the electors. The incorporation fails if the voters reject the drafted charter three times or if the two
years expires.¢ Incorporation as a city government under provisions of Section 10a of the State Boundary Commission
Act is effective when a city charter is adopted and filed with the county clerk as provided in the Home Rule Cities Act.

Transfer Assets and Liabilities of the Township to the City. Once the city is incorporated, the assets and
liabilities of the township would be transferred to the city.

a PA 3 of 1895, MCL 74.6

b Local Government Law and Practice in Michigan, Volume 1, Chapter 2 — Municipal Boundaries, by William B. Beach, Michigan
Municipal League, p. 2-13.

¢ Local Government Law and Practice in Michigan, Volume 1, Chapter 1 — Units of Local Government, by Stratton S. Brown,
Cynthia B. Faulhaber, Michael McGee, and Steven D. Mann, Michigan Municipal League, p. 1-15.
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This process would stretch over several years and
would rely on affirmative votes of the electors at
multiple elections to keep the process moving. Itis

a potential danger that the process
could stall somewhere in the
middle, leaving Onekama with an
even more duplicative, complicated
structure of local government than
currently exists.

The General Law Village Act
provides two avenues to pro-
ceed with disincorporation:

The Village of Onekama currently has 378 registered
electors, so a petition must contain a minimum of
57 signatures. The petitions are filed with the town-

ship clerk, who then has 14 days
to determine the legal sufficiency
of the petition.

From this point, the General Law
Village Act provides two avenues

a. an immediate to proceed with disincorporation:

2. Disincorporate the Village referendum1 or a

an immediate referendum, or

Under the General Law Village Act,
disincorporation of a village may
be initiated by circulating a peti-
tion requesting a vote on the ques-
tion of whether the village shall dis-
incorporate. Petition circulators
must get a number of signatures equal to at least
15 percent of the registered electors of the village.

b. creation of a disincorpo- b. creation of a disincorporation
ration commission fol- commission followed by a referen-

dum.
lowed by a referendum.

a. Immediate Referendum

Should the elected village board take no action, the
question of disincorporation would appear on the

Village Election or Village and Township Election?

Analysis of the process for disincorporation has revealed an ambiguity that may need to be addressed through a
statutory amendment, or at least addressed by the state Attorney General. MCL 74.18a lays out the procedure
for disincorporation. Starting with paragraph 4 it provides [emphasis added by CRC]:

(4) By not more than 14 days after the petition isfiled, the township clerk shall verify the signatures and determine
the sufficiency of the petition. Unless the council proceeds under sections 23 to 23i of this chapter, if the clerk
determines that the petition is sufficient, the question of the disincorporation of the village shall appear on the
ballot at the next general or special election to be held in the village, subject to the Michigan election law, 1954 PA
116, MCL 168.1 to 168.992. The township clerk shall prepare the ballot language, in substantialy the following
form:

“Shall incorporation of the village of be vacated?

() Yes () No".

(6) The clerk and election officials of each township into which the village is proposed to be disincorporated shall
conduct the election on the proposed disincorporation in the village and the portions of the township outside the
boundaries of the village, respectively.

(9) The disincorporation of the village shall take place under this section only if 2/3 of the electors voting on the
guestions vote “ yes’ . If the disincorporation is approved...

The highlighted sentence in paragraph 4 suggests that the question is posed solely in the village, but paragraph
6 says the election is held in the village and the portions of the township outside the village. The Michigan
Municipal League may wish to work with the legislature to address this ambiguity. Alternatively, clarity on this
guestion may be requested from the office of the Michigan Attorney General. The Attorney General could be
asked to clarify if the vote is required solely in the village or in both units, and if in both village and remainder of
township, whether a two-thirds vote is required collectively or in both units.
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ballot at the next general or special election to be
held in the village. Separate elections are held in
the village and the portions of the township outside
the boundaries of the village, respectively. Michi-
gan election law!! provides four dates in a calendar
year for the conduct of elections — the fourth Tues-
day in February; the first Tuesday after the first
Monday in May; the first Tuesday after the first Mon-
day in August; and the first Tuesday after the first
Monday in November. Disincorporation of the vil-
lage becomes effective using this avenue only if two-
thirds (2/3) of the electors voting on the question in
each jurisdiction vote “yes”.?2

b. Disincorporation Commission and Referendum

The General Law Village Act also
allows for the insertion of an inter-
mediary step between the collec-

Once the clerk determines °

e jurisdiction over the village’s roads, sidewalks,
and any public easements, including street lights
and snow removal;

e jurisdiction over traffic control;

e provision for any special assessments within the
village;

e the transfer or termination of public utilities and
public services of the village (including water,
sewer, drainage, cable television, street lighting,
electric service, and garbage and refuse service);

e the regulation or orderly transfer of responsibil-
ity for any special districts (such as historic dis-
tricts, downtown development districts, tax in-
crement financing districts, and land subject to

any land transfer agreements);

provision for any authorities

tion of petition signatures calling
for disincorporation and the actual
vote.

Once the clerk determines the suf-
ficiency of the petitions, the village
board may, by resolution, elect to
adopt procedures set forth in the

the sufficiency of the peti-
tions, the village board may,
by resolution, elect to adopt
procedures set forth in the
General Law Village Act to
create a disincorporation
commission.

that the village has established or
in which the village is a member;

e findings as to the fiscal impact
of dissolution upon the township
and the residents of the village;

e aprocess for resolution of any
disputes that may arise in the pro-
cess of disincorporating; and

General Law Village Act®® to create

a disincorporation commission.

The commission would be composed of six mem-
bers with equal representation from the village and
township. The village president with approval of
the village council, is responsible for appointing the
members representing the village. The township
supervisor, with approval of the township board, is
responsible for appointing the members represent-
ing the township. The commission would be charged
with addressing the following issues:

e methods for dealing with land use planning and
zoning within the village;

e payment of indebtedness of the village;

e disposition of the village’s real and personal prop-
erty and other assets;

e disposition of all public records of the village;

e the transfer or termination of village employees;

e the effect disincorporation

may have on property values, pub-
lic service levels and costs, and local property
tax rates.

Upon completion of the disincorporation
commission’s work, the plan would be submitted to
the village and township boards for their approval.
Pending such approval, the question of disincorpo-
ration would appear on the ballot at the next gen-
eral or special election to be held in the village. Unlike
the provision for taking the question of disincorpo-
ration directly to the ballot that requires a
supermajority two-thirds (2/3) vote, the question
posed after the work of a disincorporation commis-
sion requires only a majority of the votes cast by (a)
electors of the village and (b) the portions of the
township outside the boundaries of the village.*

Should the question fail at the ballot under either
scenario, a new petition for disincorporation could
not be filed until two years have passed.
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City vs. Township

The question may then be asked, why might village
residents find incorporation as a city more or less
preferable to reversion to the township?”

The original design of local government — with town-
ships serving unincorporated, minimally populated
areas, villages serving areas where people and busi-
nesses have aggregated but not in great numbers,
and cities serving heavily populated areas — would
suggest many differences in powers of townships
and cities. However, the expansion of the powers of
townships and the transfer of some responsibilities
from cities to counties and the state over the years
has blurred the lines of distinction between the types
of governments.

tain executive branch officials — such as the trea-
surer, clerk, assessor, etc.; and what authority the
city should have for enacting ordinances to reflect
the values of the community.

Police. Itis common for townships, especially those
rural in nature, to rely on their county sheriffs for
police protection. Language in the Home Rule Cit-
ies Act suggests that cities bear the additional re-
sponsibility of providing for police (and perhaps fire)
protection.’® The responsibility to provide for public
safety services should not be confused with a re-
quirement to self provide the services. Michigan has
many examples of cities that provide for fire protec-
tion by participating in a fire protection authority
and increasing numbers of cities are providing po-

lice protection by contracting with

When reduced to its simplest
terms, incorporation as a city
merely means providing through
the new city government the local
services formerly provided by the
township government, plus what-
ever necessary and non-duplicat-
ing functions were provided by the
village government.

Organization. An important ad-
vantage to be gained by incorpo-
rating as a city is the opportunity
to draft a new charter under the

When reduced to its sim-
plest terms, incorporation
as a city merely means pro-
viding through the new city
government the local ser-
vices formerly provided by
the township government,
plus whatever necessary
and non-duplicating func-
tions were provided by the
village government.

the county sheriffs.

Roads. Asis discussed in greater
detail later in this report, another
significant difference between cit-
ies and townships is the responsi-
bility for construction and mainte-
nance of the roads and bridges in
their jurisdiction. The Michigan
Constitution expressly provides
townships jurisdiction over the use
of roads, streets, and highways
within their borders, but state law
(see PA 51 of 1951) provides that

provisions of the Home Rule City

Act (PA 279 of 1909). The new charter may include
a modern organizational pattern and modern admin-
istration procedures. The additional benefits to be
derived from city incorporation may provide the nec-
essary stimulus for choosing to become a city.

Townships and cities also differ in their organiza-
tional structures and the authorities afforded them.
Governance of townships is provided for in state law
and all townships operate with a supervisor, trea-
surer, clerk and either two or four trustees all elected
in township-wide elections. Cities decide through
their city charters how many city council/commis-
sion members to elect; whether to elect those offi-
cials in city-wide or district elections; whether to
operate in a strong mayor system or a council/man-
ager system; whether to independently elect cer-

township roads are under the ju-
risdiction of county road commis-
sions. The Constitution provides villages and cities
with jurisdiction over the use of roads, streets, and
highways within their borders, but in this case, Pub-
lic Act 51 of 1951 authorizes villages and cities to
care for highways and distributes funding from mo-
tor fuel taxes and motor vehicle registration fees to
support those efforts.

Taxes. Finally, townships and cities differ in the
ability to levy taxes. Townships fund operations from
millage allocated to them by the counties and have
limited authority to levy additional millage with voter
approval. By opting to operate under the Charter
Township Act (PA 359 of 1947, MCL 42.1), town-
ships may gain authorization to levy a maximum of
10 mills for operations. The Home Rule Cities Act
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authorizes cities to levy a maximum of 20 mills for
operations. Many cities, through limitations set in
their city charters, have millage limits well below
this 20 mill maximum. Cities are also authorized to
levy a local-option income tax to fund municipal
operations. Only 22 of Michigan's 279 cities cur-
rently take advantage of this option.

Onekama’s City vs. Township Decision

If the residents of Onekama agree that it is prefer-
able to move from the multiple — township and vil-
lage — local governments to a single
entity, the question must then be

residents may, however, prefer district elections to
ensure that their particular concerns are addressed.

Police. Onekama village and township both cur-
rently receive police protection from the Manistee
County Sheriff. That would likely continue unques-
tioned should Onekama consolidate to have only the
township.

Itis possible that policing of the area by the sheriff's
department could continue should the community
opt to incorporate as a city, but given the financial
condition in which all Michigan lo-
cal governments are operating,

whether to disincorporate the vil-
lage to leave only the township or
to go through a multi-step process
to incorporate a city to govern the
community. In the big picture, the
differences between cities and
townships have become minimal.

Image. Cities and townships have
different images. Cities serve
people and businesses as centers
of commerce. In northern Michi-

Cities and townships have
different images. Cities
serve people and busi-
nesses as centers of com-
merce. Townships vary
greatly in size and popula-
tion density. Most town-
ships in northern Michigan
are lightly populated areas.

there might be an incentive for the
sheriff to cease police protection
for an area as large as the city of
Onekama would constitute. In that
case, Onekama would need its own
police force. In this case, the city
option could end up costing more
than the township option.

Roads. The desire to have re-
sponsibility for roadways and the
associated financial burden can be

gan and along the Great Lakes, cit-

ies tend to be where industries locate, where people
in surrounding communities come for the necessi-
ties of daily life, and where restaurants and bars
attract patrons after work, shopping, or recreation.

Townships vary greatly in size and population den-
sity. Most townships in northern Michigan are lightly
populated areas. While commercial and industrial
properties are not uncommon, most townships tend
to be predominantly residential and agricultural. The
sparse population and lack of commerce tends to
provide a quieter environment than is found in cites.

Governance. Township governance would continue
at-large elections. Drafters of a city charter could
decide between at-large and precinct elections. Both
the Village of Onekama and Onekama Township have
relatively low ratios of elected official to residents.
From an outsider’s perspective it would seem that
residents could continue to have their voices heard
through at-large elections. Village and subdivision

a referendum on the work of the
county road commissions. If roads are kept in ad-
equate repair and snow removal is acceptable and
timely, then incorporation as a city is not necessary
for that purpose. On the other hand, if residents
are frustrated that the area’s road needs are not
adequately met by the county road commission and
snow removal takes far too long, then incorporation
as a city, with the new government assuming juris-
diction over roads in the township, may be the pre-
ferred course.

The importance of this issue is escalated by the value
Onekama residents place on snow removal. Incor-
poration as a city would place responsibility for snow
removal with the Onekama government. Snow re-
moval services can continue with the Onekama gov-
ernment under the township option, but it requires
funding from those properties served and coopera-
tion from the Manistee County Road Commission.

Like the police issue, financial conditions may play a
role in how the Manistee County Road Commission
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acts on this issue if Onekama becomes a city. Over
time the County Road Commission may desire to
have the new city assume increasing responsibility
for roads in the city. A decision to become a city
may cost more than the township option because
Act 51 highway funding is generally not sufficient to
cover the full cost of maintaining roads.

Taxation. Cities tend to provide a broader range of
services than do townships, and cit-
ies have more extensive taxing au-

better be accomplished as a city than as a township.

If the desire is to build up the area, including more
restaurants and bars, shopping, and other commerce,
then incorporation as a city will have many advan-
tages. Cities can organize themselves to deliver
municipal services and tax at rates sufficient to fund
those services. Their higher profile offers greater
marketing and economic development opportunities
than is available to most rural
townships.

thority to fund those services. The
services currently provided by the
village and township are sufficiently
minimal that the taxing authority
available to townships is sufficient
to raise the needed revenues to
provide these services. Although
Onekama would gain taxing author-
ity by incorporating as a city, it is
not likely that that authority would
be necessary in the short term.

Stature. Finally, it must be rec-
ognized that cities tend be more

The future of the Onekama
area is not something that
can be dictated or predicted
by anyone outside of
Onekama. Residents must
evaluate their desire’s rela-
tive to the issues discussed
in this section. Ultimately,
they will be the ones pay-
ing the taxes, receiving the
benefits, and investing in

Conversely, if it is the desire of the
region to maintain the bucolic, se-
rene atmosphere associated with
a remote resort-type area, then a
township government can ad-
equately meet the needs of the
community. People looking for
second homes and the locations for
vacations may more likely be
drawn to unincorporated, sparsely
populated areas than they would
be drawn to a city.

recognizable than townships. Cit- the area.

ies are included on maps to a

greater extent than townships, so

it is easier to build a marketing campaign if there is
a desire to draw tourists to the area. Incorporation
as a city can create a greater community identity
and help efforts to promote development. If the
desire is to create a sense of “place,” then that can

The future of the Onekama area is

not something that can be dictated

or predicted by anyone outside of
Onekama. Residents must evaluate their desire’s
relative to the issues discussed in this section. Ulti-
mately, they will be the ones paying the taxes, re-
ceiving the benefits, and investing in the area.
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Municipal Services

In both options for consolidation of the Onekama
governments — dissolution of the village to leave only
the township and incorporation of the whole com-
munity as a city — the major change would be to
meld together the village and township operations.
Therefore, this section focuses on the current vil-
lage services and the changes that would result from
consolidation.

Village/Township Service
Commonalities and Differences

Onekama Township offers fire protection services to
all of Onekama Township — inside and outside of the
village — through its central fire facility located adja-
cent to Township Hall. Law enforcement in Onekama
is provided through the Manistee County Sheriff De-
partment and the Michigan State Police. Library ser-
vices are provided by the Manistee County Library,
which houses a branch in the Farr Center in the vil-
lage. Both the township and the village offer access
to Portage Lake and maintain parks.

Village properties are connected to sewer lines. Only
a few, select properties outside of the village are
connected to those sewer lines. There are no pub-
licly owned water or sanitary treatment facilities
outside of the village. The village maintains the roads
within its jurisdiction, for which it receives state high-
way funding. Roads outside of the village are main-
tained by the Manistee County Road Commission.

Village Personnel

The Village of Onekama does not employ anybody
on a full-time basis nor at a pay level that would
support a family. Additionally, no one compensated
by the village for their labor receives any fringe ben-
efits in the form of insurance or a pension.

The officials and individuals compensated for their
time include:

Elected
President
Clerk
Treasurer
6 Trustees

Contracted
Zoning Administrator
2 Maintenance
Cleaning
Liguor Enforcement

The village president and a maintenance person have
Lagoon 1 Operator’s licenses necessary to run the
wastewater facilities that are part of the village's
sewer system.

The village’s elected officials would no longer have
an elected position to serve in when the village is
gone, but they would be eligible to run for office
in the township or city government after a con-
solidation.

The contracted personnel would not automatically
have their jobs transferred to a consolidated gov-
ernment, but the township could chose to employ
them to perform the services that they provided for
the village.

Village Properties

The village offices are housed in the village-owned
Farr Center, which also serves as a community cen-
ter. The village has a garage that is used to house
equipment. The village owns the land for four parks,
two cemeteries, the sewer lagoon, and the sewer
pipes that have been installed underground. Finally,
the village owns office equipment, machinery, and
other supplies necessary for operation of the village.
Ownership of these properties could all be trans-
ferred to the township. Excess office equipment,
machinery, or supplies could be sold off and the funds
used for operations or saved to meet future contin-
gencies.

Farr Center

There was some question about the ability to pass
ownership of the Farr Center from the Village of
Onekama to Onekama Township. The Farr family
deeded the building to the village in 1949 with re-
strictions that the building be used
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For the use of said Village for its general offices
including a Council Chamber and Fire Engine
House. Said Village to make this property avail-
able as a Community Center as a meeting place
for Civic Groups including the Chamber of Com-
merce, The Clio Club; The Boy Scouts; The Girl
Scouts and the Portage Lake Garden Club.

In addition to the village office and meeting space
requirements specified in the deed restriction, the
building currently houses local offices of the Manistee
County Library.

A simple reading of the restrictions in the deed trans-
fer does not identify anything that would prohibit a
transfer of ownership to the township in the event
that the village is dissolved. It could be expected
that the township would continue to make the build-
ing available as meeting space as required by the
deed restriction. Legal council for the village and
township conducted further research and were un-
able to identify any other legal documents that would
complicate dissolution of the village.

Village Services

The expenses of the village are broken down into
general government, road, sewer, public safety, and
cemetery according to the sources of revenues that
contribute to their operations.

General Government Expenses

The village budgeted $224,000 in its fiscal year 2011
(FY2011) for general government expenses, includ-
ing expenses related to the council, elections, clerk,
treasurer, the Farr Center, the planning and zoning
boards, parks, and other items. Some of these ex-
penses could be eliminated if the two governments
were consolidated into a single entity.

Council Expenses. The village budgeted $28,000
for council expenses in FY2011. This paid for the
compensation of the president and trustees, operat-
ing and office supplies, legal and accounting ser-
vices, and other expenses.

These costs are largely duplicative of the general
government expenses incurred for operating

Onekama Township. This expense would be elimi-
nated by consolidation.

Elections. The village incurs elections expenses in
even numbered years for the conduct of elections to
select a president, clerk, treasurer, and trustees. In
FY2011, the village budgeted $450 for this function
related to the printing of ballots, staffing the ballot,
and canvassing the results.

Because only a single election would be necessary if
the two governments are consolidated, this expense
would be eliminated by consolidation.

Clerk. The village allotted almost $16,000 for the
clerk’s office, more than three quarters of which is
to compensate the clerk for her time. Other ex-
penses are computer and office related.

Because this function is duplicative of the township,
this expense would be eliminated by consolidation.

Treasurer. The village allotted about $12,500 for
the treasurer’s office, primarily for the compensa-
tion of the treasurer. Other expenses are for a com-
puter and office supplies.

Because this function is duplicative of the township,
this expense would be eliminated by consolidation.

Planning and Zoning Boards. The village allot-
ted almost $22,000 for planning and zoning func-
tions, with more than half of that devoted to com-
pensation of the officials. Other expenses are for
contracted services and office supplies.

While the village planning and zoning functions are
mostly duplicative of the township efforts, some of
that duplication has been mitigated in the past by
collaboration between the two bodies. Consolida-
tion of the two governments would eliminate the
expense related to the village planning and zoning
functions, but expenses related to the township plan-
ning and zoning functions could be expected to in-
crease marginally as those officials would be ex-
pected to continue planning and zoning in the area
currently encompassed by the village.

Farr Center. The Farr Center serves several func-
tions in the Onekama Community — village offices
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and meeting area, library branch, and community
center. In FY2011, the village allotted $20,000 for
operation and upkeep of the building, almost half of
which was for building improvements. While up-
keep and improvements are a necessary expense,
for the sake of this analysis it is assumed that the
building improvements are a one-time expense, leav-
ing $10,000 in annual cost for building operations.

The village expected to recoup $2,000 in rental in-
come, leaving $8,000 in general fund expenditures
for operations of the Farr Center.

It is assumed that the Farr Center would pass from
the village to the township upon dissolution, and
because the building is seen as an asset for the com-
munity it will continue to serve as

the village budgeted $10,500 to operate and main-
tain those cemeteries.

Revenues to support the cemeteries come from the
village's general fund, the sale of lots, and dona-
tions. With more than $3,500 expected in revenues,
the general fund was expected to contribute $7,000
to cover cemetery expenses.

It would be expected upon dissolution of the village
that the ownership of the cemeteries would transfer
to Onekama Township.

Parks

The Onekama Master Plan reported that the town-
ship parks are managed by the

a community center. The town-
ship might want to move its offices
and operations into the Farr Cen-
ter. In any case, it can be assumed
that $10,000 will be needed to op-
erate the Farr Center, $2,000 can
be earned through rentals, and
that $8,000 will need to be allot-

It is assumed that the Farr
Center would pass from the
village to the township upon
dissolution, and it will con-
tinue to serve as a commu-
nity center.

Onekama Township Board of Trust-
ees with the assistance and advice
of the Onekama Village and Town-
ship Community Parks and Recre-
ation Committee. The Committee
also has representation from the
Village of Onekama Council, which
manages the Village parks and has

ted from taxpayer sources to fund
the difference.

Street Lighting. The village allotted $11,000 in
FY2011 for street lighting. This is a service that
could be expected to continue even after a consoli-
dation of the two governments. But doing so will
raise a few issues. Because street lights are not
provided uniformly throughout the village and town-
ship, leaders should have to decide whether to: (a)
use general fund dollars to provide a service that
only directly benefits some properties; (b) to use
general fund dollars to provide street lights, but to
increase the number of properties that benefit from
street lights; or (c) to have only those properties
that directly benefit from street lights pay for the
cost of operating the lights.

Village Cemeteries

The village owns the land for two cemeteries. Ex-
penses for operation and upkeep of the cemeteries
are for grass mowing, equipment rental, insurance,
compensation for labor, and other costs. In 2011,

partnered with the Township on sev-

eral community park improvements,
and the Onekama Consolidated Schools, which offers
community recreation programs.

Village Parks
The village owns the land for four parks. The follow-

ing descriptions of the parks were included in the
Master Plan:

Onekama Village Park. This community park is
located in the heart of Onekama on 3.914 acres along
Portage Lake. Facilities include parking for 40 trailer
boats and 32 cars, a boat ramp, a bath house with
indoor toilets and sinks, a multi-purpose sports area,
children’s playground, a picnic shelter, and grills.
Onekama’s Concerts in the Park are held weekly
throughout the summer at the Village Park.

Butterfly Garden. A living gift of the Portage Lake
Garden Club, this park is located on the grounds of
the Farr Center.

Turnaround. Located at the west end of Second
Street, facilities include a paved parking area, ac-
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Township Parks

Onekama Township owns the land for and maintains
six parks on and around Portage Lake. The following
descriptions of the parks were included in the Master
Plan:

North Point Park. The largest public natural
resource area in Onekama Township at 60 acres,
North Point Park, provides recreational and
educational opportunities for the general public.

Glen Park. The first bona fide resort location in
Manistee County, Glen Park is a now a 12-acre
wooded parkland.

Old Faceful. Old Faceful is located at the west
end of Thirteen Mile Road in Pierport and serves as
an access to Lake Michigan.

Sunset House. The Sunset House is located at
the west end of Lakeisle Avenue and has access to
Lake Michigan. The shelter house (“Sunset House”)
is available for public use.

Feldhak Park. Identified by a large stone and
plaque, Feldhak Park is a small 2.415 acre public
space located at the east end of Portage Lake and
is surrounded by wetlands. It is a readily accessible,
barrier-free park with a mown area and views of
the lake.

Zosel Street Walk-In Park. This is a small, 0.181
acre mini-park with views of Portage Lake. It's a
prominent waterfowl area. It is barrier-free and
accessible.

cess to Lake Michigan beach and a handicap acces-
sible gazebo. The park provides access to swimming,
sunset watching and beach walking, and access to
the north pier.

Rotary Park. ldentified by a granite marker at the
west end of the Village at the corner of Main Street
and First Avenue, this 0.30 acre park is on the main
transportation corridor of M-22.

Funding
The Village allotted almost $25,000 in FY2011 for

care and upkeep of the parks. These funds were to
be used for park improvements, equipment rentals,

garbage collection, tree services, beach cleaning, and
sewerage.

It can be expected that expenses in the range of
$15,000 to $25,000 per year would carry over from
the village to the township in the event of consoli-
dation. The village allotted $10,000 for park im-
provements. It may not be necessary to expend
this sum annually on park improvements, but some
amount is necessary.

Care and upkeep of the parks is one area where the
community could expect to achieve some economies
of scale by consolidating into a single government.
The equipment needed for park maintenance and
upkeep can be consolidated and excess equipment
sold off. While the village currently rents equipment
for care of the parks, as a consolidated unit of gov-
ernment with ten parks there might be sufficient need
to justify purchase of that equipment.

Infrastructure Improvements

The Master Plan reported that input received during
the planning process indicates strong support for a
public marina. Given the limited amount of improved
public access facilities along the waterfront, a public
marina could reduce the existing conflicts between
waterfront residents and those utilizing public road
ends for access to Portage Lake.

Construction of marina facilities would require the
investment of major sums. This could be supported
individually by the village or township, or in collabo-
ration by the two governments. A consolidation of
governments could provide sufficient tax base to sup-
port this capital investment and allow the costs to
be spread over all residents that benefit from recre-
ation on the lake.

Funding Opportunities

Funding opportunities exist for both Onekama Town-
ship and the Village through their designation as
Coastal Zone communities. By having this designa-
tion, Onekama is eligible for grants under Michigan’s
Department of Environmental Quality Coastal Man-
agement Program. The program is funded through
The Coastal Zone Management Act (CZMA), origi-
nally passed in 1972, which enables coastal states,
such as Michigan, to improve protection of sensitive
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shoreline resources, to identify coastal areas appro-
priate for development, to designate areas hazard-
ous to development, and to improve public access
to the coastline.

Sewer Issues

The Village of Onekama does not have a municipal
water system but does operate and maintain a sani-
tary sewer system for the 288 residential and 66
commercial properties within its jurisdiction, as well
as a few properties in the township outside of the
village. Installation of the sewer system began in
1974 with the sale of bonds to fund the initial in-
vestment of infrastructure. The wastewater collec-
tion and treatment facility consists of three primary
lift stations that pump wastewater to a treatment
facility on 11 Mile Road in Bear Lake Township. The
sewer system feeds into a plant with four digesting
lagoons. After a digestion period the water is pumped
one and a half miles to a surface irrigation site.

The sewer system is operated as an enterprise or
proprietary function external to the other village op-

Table 2

erations. No tax revenue, from the village, the state,
or any other governmental entity have been used to
construct or operate the sewer system. Funding the
sewer system requires the village to calculate the
cost of operations and of financing the principal and
interest associated with bonds issued for construc-
tion or upgrade of the system and divide that cost
across the users of the system — the properties tied
into the sewer system — in the form of user charges.
The sewer system is self supporting and could be
operated by another governmental or private entity
as easily as by the village.

Upgrades and Sewer Debt

In the private sector, mortgages provide funds for
people to purchase houses and home equity loans
enable people to do major improvements to their
houses, in each case spreading the cost over a num-
ber of years. In the public sector, bonds are issued
to provide governments upfront funding to construct
or improve infrastructure — water and sewer, roads
and bridges, government buildings, and the like —

Village Sewer Bonds, Annual Debt Service Requirements to Maturity

Year-End Business-Type Activities
Eebruary 28, Principal Interest
2012 $ 2,000 $ 45,383
2013 18,000 45,308
2014 19,000 44,643
2015 20,000 43,936
2016 21,000 43,195
2017-2011 111,000 208,904
2022-2026 128,000 181,429
2027-2031 152,000 155,157
2032-2036 188,000 123,023
2037-2041 268,000 78,707
2042 60,000 9,410
2043 62,000 7,171
2044 64,000 4,856
2045 66,000 2,465
$1,217,000 $988,587

Source: Village of Onekama 2011 Comprehensive Annual Financial Review, p. 26.
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with the repayment of the principal and interest
spread over the life of the assets.

Bonds can be issued as general obligation or rev-
enue bonds. General obligation bonds are issued
against the full faith and credit of the issuing gov-
ernment. The issuing government promises to re-
pay the borrowed amounts either from existing rev-
enue sources or to levy a tax sufficient for the annual
repayment of principal and interest. Revenue bonds
are usually issued for projects from which specific
revenue sources are dedicated to the funding or for
enterprise activities. In this case, revenues from
the dedicated tax source or from the business-type
activities are pledged to repay the annual principal
and interest amounts.

The Village of Onekama has issued four bonds since
1972 for construction and improvement of the sewer
system through the U.S. Department of Agriculture’s
(USDA) Rural Development program. Bonds were
issued in 1972 for installation of the sewer lines and
to construct the digesting lagoons. More bonds were
issued in 1996 to upgrade the system and to con-
nect to the Little Eden Camp, operated by the
Onekama Consolidated Schools. These two bonds
have been repaid in full.

Two new bond issues were issued in 2005 to redo the
digestion lagoon cells, add the irrigation system, up-
grade the lift system, and upgrade the sewer lines.
Repayment of those obligations is scheduled to stretch
until 2045. As of the close of the Village’s 2011 fiscal
year, the Village of Onekama had $1.217 million in
bonds outstanding for investments made to build and
upgrade the sewer system. (See Table 2.)

Because the borrowing is so new, at this point in
time most of the payments are for interest.

The USDA Rural Development program, through
which these bonds were issued, provides funding
opportunities in the form of payments, grants, loans,
and loan guarantees, for the development and com-
mercialization of utility services such as water, waste
treatment, electric power and telecommunications
services.'®

In the strictest sense, the revenue bonds issued for
sewer system upgrades do not constitute debt obli-
gations of the village. Rather they are issued by the
village on behalf of the sewer system users. Repay-
ment of the bonds comes from net revenues of the
sewer system. In issuing the bonds, the village
agrees to impose sewer charges to the users suffi-
cient to cover operating expenses for current opera-
tions of the sewer system and long-term debt.

Table 3
Sewer Bond Activity
Interest Beginning Ending Due Within
Rate Balance  Additions (Reductions) Balance One Year
Business-Type Activities:
2006A Sewage Bond  3.25% FY2009 $637,000 $0 ($1,000) $636,000 $1,000
FY2010 $636,000 $0 ($1,000) $635,000 $1,000
Fy2011 $635,000 $0 ($1,000) $634,000 $1,000
2006B Sewage Bond  4.25% FY2009 $586,000 $0 ($1,000) $585,000 $1,000
FY2010 $585,000 $0 ($1,000) $584,000 $1,000
FY2011 $584,000 $0 ($1,000) $583,000 $1,000
Total FY2009 $1,223,000 $0 ($2,000) $1,221,000 $2,000
FY2010 $1,221,000 $0 ($2,000) $1,219,000 $2,000
FY2011 $1,219,000 $0 ($2,000) $1,217,000 $2,000

Source: Village of Onekama 2010 Comprehensive Annual Financial Review, p. 23. CRC calculations for FY2011.
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Because the debt rests with the property owners, the
bonds can be transferred from the village to the town-
ship as the governmental entity holding the debt on
the property owner’s behalf. The sewer system would
service the same properties and current charges for
service would need not change to continue operation
of the system. Because the bonds were issued
through the federal government, permission from the
U.S. Department of Agriculture will be needed for a

ants (pesticides, fertilizers, and petrochemicals,
etc.) into the ecosystem. In addition, summer
runoff from paved parking surfaces and rooftops
can increase the temperature of runoff water
causing thermal variations significant enough to
affect fish habitat. These impacts can be ad-
dressed with a riparian buffer ordinance, which
requires innovative storm water treatment, veg-
etative buffers, and soil and erosion sedimenta-
tion standards.

transfer process such as this to pro-
ceed.

The Township Interest in the
Sewer System

The township would not be assum-
ing any additional expense by as-
suming ownership of the sewer
system, nor would transferring the
sewer system to the township
mean that the system would auto-
matically be expanded to service
properties outside of the village. As
a business-type activity that has
not required general fund subsidi-
zation from the village, it could be
expected that the township would

The sewer system would
service the same properties
and current charges for ser-
vice would need not change
to continue operation of the
system. Because the bonds
were issued through the
federal government, permis-
sion from the U.S. Depart-
ment of Agriculture will be
needed for a transfer pro-
cess such as this to proceed.

A sanitary sewer master plan
should be prepared to control in-
filtration of effluent into Portage
Lake. The first phase would be to
provide sanitary sewers to prop-
erties within or adjacent to the
riparian buffer, and a second
phase would be to extend the fa-
cilities into higher density areas
outside of the riparian buffer
area.’

Much of the development in the
Onekama area over the past de-
cade has occurred in the township
outside of the village. Those prop-
erties are currently on septic sys-
tems. Some efforts have been

continue operation of the sewer

system without imposing any costs on the proper-
ties not connected to the system. The system would
continue to serve the same properties that it cur-
rently does unless properties go through the proper
channels of connecting to the system.

That said, the need or desire to extend the sewer
system beyond the village may soon arise. The
Onekama Master Plan addressed the need for a sewer
system to stretch around Portage Lake:

Improving Portage Lake Water Quality

Storm water runoff has been identified as a
nonpoint source of water pollution. Unfiltered or
untreated runoff can carry a variety of pollut-

made to tie new township devel-

opments into the village sewer sys-
tem, but a majority of the property owners that would
have been affected expressed an opposition to be-
coming customers of the sewer system.

If the sewer system does expand, it could lower costs
to participating property owners by spreading fixed
costs over more users. The sewer system should
remain positioned to accept additional properties and
expand the system either because township prop-
erty owners voluntarily chose to connect to the sys-
tem, or because the community is forced to address
the pollution in Portage Lake. That could happen
with the sewer system managed by the village or
the township.
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Road Issues

Jurisdiction over roads and bridges in Michigan is a
labyrinth of control by the state (Michigan Depart-
ment of Transportation (MDOT)), county road com-
missions, and cities and villages. Jurisdiction is not
consistent among roads of similar characteristics or
among communities/counties, but in general juris-
diction can be described as follows:

Roads under the state’s jurisdiction include state
trunkline highways, which include all highways des-
ignated with an “1,” “US,” or “M,” and 4,300 miles of
priority commercial network, highways, and routes
considered important to the state’s economy.

Cities and villages have jurisdiction over all major
and local roads within their boundaries except the
state roads and the primary roads controlled by
county road commissions.

The county road system consists of the primary roads
in some cities and villages and all of the primary and
secondary (local access and subdivision) streets in
the townships.

Townships played an important role in the original
construction and jurisdiction of Michigan roads. How-
ever, many townships found themselves unable to
perform the duties associated with road care when
the Great Depression hit in the 1930s and some were
unable to repay the outstanding bonds that had been
issued for road construction because of the collapse
of property values. Thus, a 1931 state law com-
bined township and county roads into a single sys-
tem with jurisdiction transferred over a five year
period. The 83 county road commissions were as-
signed responsibility for the combined systems.

Funding of Michigan highways derives from state col-
lected user fees in the form of fuel taxes and motor
vehicle registration fees and locally raised revenues
either from property taxes dedicated to road care or
through the general funds of cities, villages, and
townships. Act 51 of 1951 distributes the state-col-
lected taxes through a formula. After funding is di-
rected to repay the state’s outstanding debt and fund
special transportation functions, the formula divides
available funds among the state, county road com-

Table 4
Miles of Roadway in Onekama Township
Classification Miles
Primary 7.83
Local 30.99
Total Miles 38.82
Seasonal 2.6
Plowed 36.22

Source: Manistee County Road Commission

missions, and cities and village. Townships are not
eligible to receive state road funding.

Village Roads

The Village of Onekama has jurisdiction over 1.4
miles of primary roads — 3rd Street and Mill Street —
and 4.1 miles of local access streets. In addition,
MDOT contracts with the village to maintain the
stretch of M-22 that cuts through the village.

County Road Commission Roads
in Onekama Township

According to the Manistee County Road Commission,
the township has 38.82 miles of primary and local
roads. Of this total, 36.22 miles are plowed and 2.6
are considered seasonal. These roadways in
Onekama Township include Eight, Eleven, and Thir-
teen Mile roads, Potter, Erdman, Herkelrath, Cres-
cent Beach, Portage Point, Maidens, Joseph, and
others. (See Map 2.)

The subdivision streets that ordinarily are maintained
by county road commissions in other townships are
private roads in Onekama Township. As such, they
are not eligible for state funding through the Act 51
formula and the county road commission does not
play a role in their maintenance.

Funding Road Services

The village received $47,250 in FY2011 from the state
in Act 51 funding: $30,879 in funding for major
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Map 2

Manistee County Road Commission Mileage in Onekama Township

s K

Source: Manistee County Road Commission

streets and $16,371 for local streets. The discus-
sion below describes how these funds would be di-
verted to the county road commission in the event
that the village is dissolved.

vy

THIRTEEN MILE RD.

b

HILLIARR RD

Onekama Township levies a one-mill property tax
for road care, with a proportional amount distrib-
uted to the village to support care of the village roads,
based on the percent the village tax base contrib-
utes to the township tax base. It is important to
keep in mind that village residents remain residents
of the township so they are subject to the township
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tax levy; the transfer of revenues from that levy re-
flects the contribution from village property owners.
The balance is used to supplement Manistee County
Road Commission projects in the township.

Jurisdictional Transfer

State law does not provide that jurisdiction over roads
should transfer automatically with changes in gov-

disincorporates. Since townships were removed from
the road maintenance function, transfer of roads to
the county road commission becomes the only op-
tion by default. However, there are issues related to
how that process should be carried out.

The transfer of jurisdiction over roads is not an un-
common occurrence in Michigan. However, these
transfers are usually voluntary actions by both the

ernmental type — i.e., incorpora-
tion or disincorporation. However,
townships are not eligible for Act
51 highway funding and the
Manistee County Road Commission
does not tend to maintain roads
within city boundaries. So it can
be expected that jurisdiction over
roads will change if Onekama
changes its governmental struc-
ture.

Michigan is void of any state laws
to help in determining jurisdiction
of roads. Each of the 83 county
road agencies (82 county road

Michigan law does not pro-
vide a detailed process for
transferring the jurisdiction
of village roads if a village
disincorporates. Since
townships were removed
from the road maintenance
function, transfer of roads
to the county road commis-
sion becomes the only op-
tion by default.

government transferring and the
government accepting jurisdiction.
It is not in the interest of the gov-
ernment accepting jurisdiction of
the roads to accept roads that are
potholed, deteriorated, or other-
wise not up to accepted standards,
so the Transfer of Jurisdiction over
Highways Act requires:

Sec. 8 (1) ... a description of the
renovation, repair or reconstruc-
tion work and the estimated cost
necessary to bring the highway
up to reasonable acceptable stan-
dards as determined in accor-
dance with subsection (2).

commissions and the Wayne

County Department of Public

Works) operates and sets policies independent of
the other county road commissions. As a general
rule, county road commission jurisdiction of roads
end at the boundaries of cities and villages.

Also, MDOT tends to contract with county road com-
missions for maintenance of the “letter” roads — “I”,
“M”, “US”. These major roadways primarily serve
the purpose of connecting major population and
business centers with uniform roadways regardless
of city, village, or township boundary changes.

Onekama Village Dissolution Option

“Jurisdiction over the village's roads, sidewalks, and
any public easements, including street lights and snow
removal” is one of several issues that a village would
have to provide for during disincorporation under the
General Law Village Act (see p. 14). But Michigan
law does not provide a detailed process for transfer-
ring the jurisdiction of village roads if a village

(2) The highway authority from

whose jurisdiction a highway is to
be transferred shall be responsible for the reno-
vation, repair or reconstruction of the transferred
highway, where necessary...

(3) In lieu of undertaking the renovation, repair
or reconstruction of a highway to be transferred
pursuant to this act, the transferring highway
authority may do 1 of the following, with the
concurrence of the receiving highway authority:

(a) Pay the estimated cost of such work to
the receiving highway authority in order that
the work may be undertaken by it.

(b) Enter into a contract with the receiving
highway authority for the receiving highway
authority to perform the work and be reim-
bursed by the transferring highway authority.
The contracts shall include such terms and
conditions as agreed to and shall be subject
to such approvals as may be required for other
contracts of the highway authorities.

(4) The cost of renovation, repair or reconstruc-
tion of the highway shall be paid by the highway
authority relinquishing jurisdiction except to the
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Road Funding Gains if Manistee County Road Commission Takes Over Onekama Village

Table 5
Roads
Funding County Funding
Miles per Mile Formula
Major 1.4 $ 11,383 $ 15,936
Minor 4.1 $ 1,511 $ 6,195
Total 5.6 $ 22,131

*Totals do not add because of rounding.

extent that the highway authority gaining juris-
diction is required to participate in such cost in
accordance with the provisions of Act No. 51 of
the Public Acts of 1951, as amended, being sec-
tions 247.651 to 247.673 of the Compiled Laws
of 1948.18

Before that happens, MDOT and/or the state Attor-
ney General may need to address some issues. Thus,
the first unanswered question in how a disincorpo-
rating village should address jurisdiction over roads
is whether the Transfer of Jurisdiction over High-
ways Act is to be part of the process, requiring the
cost of renovation, repair, or reconstruction of roads
in need of such care should be considered a liability
of the village to be addressed upon dissolution. This
provision takes on practical significance in Onekama,
as both the Manistee County Road Commission and
Onekama residents report that parts of the Onekama
Village road system have been allowed to deterio-
rate and are in poor condition.

Second, it must be determined how the county road
commission should be compensated for the addi-
tional road mileage it adds to its existing county road
system. While jurisdiction over the roads may be
transferred, the character of the road miles remains
unchanged. The first option would simply transfer
the mileage to the county road commission to be
funded at the same rates as all other county roads.
Alternatively, the jurisdictional transfer process would
provide the county road commission the same level
of funding that is currently provided to the village
through Act 51 of 1951.

Funding Municipal Funding
per Mile Formula
$ 15,421 $ 21,589
$ 2,545 $10.435
$ 32,024

The options are not without consequence for the
Manistee County Road Commission, or for all other
municipal and county road agencies in the state. The
distribution of state highway funding among state
and local road agencies is based on fixed percent-
ages contained in PA 51. After certain administra-
tive and collection expenses have been paid and
funds distributed to specific transportation-related
accounts, the balance of MTF dollars are allocated
in the following way: 39.1 percent to the state high-
way system; 39.1 percent to the county road sys-
tem; and 21.8 percent to the municipal street sys-
tem. Because fixed percentages of the total amount
available for distribution are divided among the
county road agencies and also among the cities and
villages, adding road mileage to the county road sys-
tem would result in less funds being available per
mile of road, and conversely, more funding per mile
of road being available to the remaining cities and
villages.

Additionally, the amount of funds per mile distrib-
uted to county road agencies and to municipalities
differ. If the first option is followed, and the village
road mileage simply becomes county road mileage,
the Manistee County Road Commission would re-
ceive $11,383 per mile of primary road and $1,511
per mile of local access road (based on 2011 Act 51
distribution levels). This would result in a gain of
approximately $22,000 to accompany jurisdiction
over the village roads. Alternatively, if the second
option is employed and the mileage is transferred
using the formal jurisdictional transfer process, the
Manistee County Road Commission stands to receive
$15,421 per mile of primary road and $2,545 per
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mile of local access road (again based on 2011 Act

51 distribution levels). By us-
ing the jurisdictional transfer
process, the road commission
would receive approximately
$32,000 to accompany juris-
diction over the village roads.
(See Table 5.) The result
would be a $10,000 difference
in funding, but it should be
noted that neither formula
would provide sufficient fund-
ing for the county road com-
mission to hire an additional
full time employee to help take
on the additional workload.
The higher funding levels as-
sociated with Onekama Village
roads would continue in per-
petuity.®

It is assumed that the village
roads would be transferred to the
Manistee County Road Commis-
sion. Further, it is assumed that
the village would have to bear the
cost of bringing the roads up to
an adequate level of repair. Fi-
nally, it is assumed that by em-
ploying the formal process for
transferring jurisdiction, the
Manistee County Road Commis-
sion would receive the funding
levels currently provided to
Onekama Village for the trans-
ferred road mileage.

Township Receipt of Act 51 Funding

It is assumed that the village roads would be trans-

ferred to the Manistee County
Road Commission. Further, itis
assumed that the village would
have to bear the cost of bring-
ing the roads up to an adequate
level of repair. This need not
happen prior to transfer of ju-
risdiction. Finally, it is assumed
that by employing the formal
process for transferring jurisdic-
tion, the Manistee County Road
Commission would receive the
funding levels currently provided
to Onekama Village for the
transferred road mileage.

Snow Removal. If the village
disincorporation option is pur-
sued, snow removal would be
an issue requiring special atten-
tion. While village residents

Bloomfield Township in Oakland County indirectly receives Act 51 highway funding as a pass through from the
County Road Commission of Oakland County. Although the township does not receive the full amount associated
with the road mileage and population, by supplementing the Act 51 funding with locally-raised revenue, the
township has sufficient funds to enable the work it wishes to perform on the roads. The township is involved in

most aspects of road care.

The Road Commission of Oakland County and Bloomfield Township entered this arrangement under section 20a
of Public Act 51 of 1951. The law provides, in relevant part:

A board of county road commissioners in a county and the township board of a township having a
population of not less than 15,000, as determined by the most recent statewide federal census, and
which in the prior year and the contract year will have levied a property tax of not less than 1 mill on each
dollar of assessed valuation of the township for the improvement or preservation of county roads within
the township, may exercise the provisions of this section only by entering into a written contract of not
more than 1 year providing for the preservation by the township of all or any part of the county local road
system within that township...2

Muskegon Charter Township reportedly considered a similar arrangement with the Muskegon County Road
Commission in the 1990s, but could not adequately work out the details and the financing.

The population threshold in Section 20a is a limiting factor that would preclude Onekama Township from pursuing

this option.

2 PA 51 of 1951, MCL 247.670a, http://leqgislature.mi.gov/doc.aspx?mcl-247-670a.
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may be willing to accept that the condition of village
roads could be improved and kept in better condi-
tion if transferred to the Manistee County Road Com-
mission, many cannot conceive that snow removal
would occur in as timely a manner by the road com-
mission as currently occurs under the village’s care.
Even if the roads are transferred to the care of the
Road Commission, some village residents may be
interested in a continuing local role in snow removal.

Again, more than one option could
be considered if a majority of vil-

Of the 1,240 townships in Michigan, only a handful
is known to actively perform road care services un-
der agreements with their county road commissions.
Two examples, both in Genesee County, are cited
here to illustrate the options available to Onekama
and the County Road Commission.

Ongoing Role in Snow Removal. Grand Blanc
Township in Genesee County is involved with road
care, but only as it pertains to snow removal. The
service is performed only on the
township’s subdivision streets, not

lage residents feel strongly about
this issue. First, Onekama Town-
ship could consider assuming a role
in snow removal as an ongoing ser-
vice. Second, the township could
consider contracting with the
Manistee County Road Commission
to perform snow removal on its
behalf only in the event of severe

The Highways within Town-
ships Act generally autho-
rizes a township to contract
with the road commission
for projects, but it doesn’t
grant a township authority
to maintain the roads itself.

any of the primary roads that are
located in Grand Blanc township.
Residents and the Grand Blanc
Consolidated School District find
value in the snow clearance pro-
gram because snow is removed
guickly and schools are rarely
closed for snow days. The town-
ship does not directly receive any

snow falls.

Both options could be undertaken under the High-
ways within Townships Act, which was enacted to
provide:

The township board of any township and the
board of county road commissioners in which said
township is located are hereby authorized and
shall have power to enter into a contract to pro-
vide for the acquisition, construction, establish-
ment, opening, altering, improving and maintain-
ing of any highways within the township. Said
highways shall be deemed to include such
bridges, culverts, storm sewers and other drain-
age structures, and traffic control and regula-
tory devices, as may be necessary to provide a
complete highway.20

The act generally authorizes a township to contract
with the road commission for projects, but it doesn’t
grant a township authority to maintain the roads it-
self. The township must negotiate a written agree-
ment with the county road commission for authority
to do so. The act does not require the use of county
road commission funds for the contracted service,
although the provision of road commission resources
could be written into a contract.

Act 51 funding for this service, but

it is able to use road salt to treat
the township roads purchased by the Genesee
County Road Commission using Act 51 dollars. While
the township has been performing this service for
many years, the current intention is to use a five-
year plan to phase out this service because Grand
Blanc Township, like most other Michigan local gov-
ernments, is working with constrained revenue lev-
els and this is a service that is increasingly becom-
ing unaffordable.21

Contract to Supplement the County Road
Commission. The second option would again in-
volve contracting with the county road commission,
but it is anticipated that the road commission would
share in the cost of the service under this scenario.
The Genesee County Road Commission recently en-
tered into a pilot program with Flint Township in
which the township and the road commission will
split the cost for “supplemental snow removal ser-
vices for residential streets.” The agreement antici-
pates that the county road commission will be able
to get to all subdivision streets within 36 hours of a
snow event. However, a private company is on re-
tainer to assume responsibility for the subdivision
streets in the case of major storms or multiple fronts
bringing additional snowfall. The private contrac-
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tors provide both personnel and equipment that is
better suited to subdivision streets than the county
road commission uses, but all road salt is provided
by the road commission. It is reported that the pro-
gram has resulted in savings in the early stages and
the road commission anticipates expanding the pro-
gram throughout the county next winter.?> The road
commission has imposed a price control by includ-
ing language in the agreement that the cost cannot
exceed $55,000 in a year, with half to be paid by
Flint Township in this pilot program.

Funding the Township Role. In

by a party other than the road commission staff in
one little part of the county frees up staff time to
perform other tasks and use the available resources
more efficiently.

Onekama City Option

If Onekama were to become a city, it could be ex-
pected that the Manistee County Road Commission
would desire continuity of its road system and aim
to maintain a consistent policy with regard to cities.

It is assumed that the road com-

the event that the village is disin-
corporated and the residents wish
to pursue independent snow re-
moval, the township could pursue
imposition of a special assessment
to finance snow removal on those
properties that would benefit.
When the benefits from a public

If Onekama were to be-
come a city, it could be ex-
pected that the Manistee
County Road Commission
would desire continuity of
its road system and aim to
maintain a consistent policy

mission will want to transfer juris-
diction over most or all of the roads
it maintains in Onekama Township
to the new city.

Continuity of the County Road
System. A significant factor for
assessing the proper jurisdiction of
roads is the interconnectedness of

improvement do not generally ex-
tend to the whole governmental
unit, governments have used spe-
cial assessments to have those
benefiting from the improvement pay for the costs.

Such an arrangement would require authorization from
the Manistee County Road Commission in the form of
an application and permit to operate, use and/or main-
tain a snow removal service in the right of way. In
Grand Blanc Township, such arrangement provided
for a perpetual permit that was designed to minimize
litigation issues in the future. All other aspects of
using the right of way required the standard permit-
ting process. (See Appendix B.)

Besides the potential for legal issues that might ac-
company having someone operating in the county
road commission’s right of way, a county road com-
mission might choose not to participate in such an
arrangement because of the labor issues. The
Manistee County Road Commission employs staff to
perform the responsibilities of the road commission.
On the one hand, permitting snow removal to be
done by a party other than the road commission
staff takes work away from that staff and reduces
the number of hours they can work following snow
falls. On the other hand, having snow removal done

with regard to cities.

the system. It is not in the inter-
est of the county road commission
or the taxpaying public for road-
work to arbitrarily end at city or
village boundaries or for the snow plows to lift their
plows as they pass through a city or village to con-
tinue on the road at the other end of the city or
village. Onekama has two factors that limit the need
for the Manistee County Road Commission to desire
continuity with surrounding townships — Lake Michi-
gan to the west and Portage Lake in the middle.
Because Lake Michigan lies to the west of Onekama,
the County Road Commission may have little inter-
est in maintaining the east west roads in Onekama
Township. Because Portage Lake is situated in the
middle of the Onekama, only M-22 provides con-
tinuous travel from the north end to the south end
of the township. Thus, the Manistee County Road
Commission may find it beneficial to transfer juris-
diction over some roads to the new city.

Consistency of Policies with Regard to Cities.
Each county road commission has its own policy to
determine jurisdiction of roads in cities and villages.
The Manistee County Road Commission does not have
jurisdiction over any road mileage within the borders
of the City of Manistee. Even US-31 is the responsi-
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bility of the city. It is assumed that the county road
commission would take the same approach to road
jurisdiction in a City of Onekama as it currently does
in the City of Manistee, ending county road commis-
sion jurisdiction where the city begins.

Thus, in the event that Onekama is incorporated as
a city, it can be expected that the Manistee County
Road Commission would, either immediately or over
a number of years, wish to divest itself of jurisdic-
tion over roads in Onekama. Similarly, the city may

selection process in regions where jurisdiction over
major roads is divided among many bodies may be-
come politicized. Vote swapping or “logrolling” may
allow projects of lesser importance to rise higher on
the list than otherwise would be the case. In re-
gions where jurisdiction over major roads is delegated
to a single agency or a few agencies, project selec-
tion must go through internal processes and the most
important projects receive funding priority.

The primary negative to such an arrangement falls

over time, wish to control the con-
dition of a greater proportion of
the roads within its jurisdiction.

Pros and Cons of Road Jurisdic-
tion

There are pros and cons associ-
ated with the road commission
maintaining jurisdiction over ma-
jor roads in cities as well as in
townships. The primary benefit is
that a single body is better able to
maintain a consistent character
and quality to roads. When a road
changes jurisdiction every few

If responsibility for roads is
kept in house, the city would
have to acquire additional
equipment and personnel to
provide pavement mainte-
nance, bridge inspection
and maintenance, signal
maintenance, sign mainte-
nance, storm sewer clean-
ing maintenance, roadside
mowing, and increased
equipment maintenance.

upon the road commission. Roads
tend to have different characteris-
tics in densely populated areas ver-
sus lightly populated areas, and
open spaces. Where a road in an
open area might have a gravel
berm, urban roadways tend to have
curbs and sidewalks. While rural
roadways might drain into a ditch,
urban roadways require storm sew-
ers. These different road charac-
teristics require different equipment
for their maintenance. County road
commissions that have jurisdiction
only over township roads can con-
centrate their efforts on a common

miles as one governmental entity
ends and another begins, it is pos-
sible for the number of lanes to
change, for the accessibility for property owners to
change, or for the road maintenance investment to
vary.

Another benefit is in regional planning and applying
for federal funding. When multiple municipalities have
jurisdiction over a road, housing development and
commercial growth in one unit can have external
consequences on the neighboring units. Without
input on the planning process, the neighboring units
may be unwilling to fund road improvements to ac-
commodate the growth. Assigning jurisdictional re-
sponsibilities to a single unit reduces the level of
externalities and better accommodates the relation-
ship between road improvements and economic de-
velopment.

Further, federal funding for roads requires all projects
to go through metropolitan planning organizations
and an ongoing transportation plan. The project

road type. County road commis-
sions with jurisdiction over roads
in cities and townships must pur-
chase equipment to operate in both types of areas.

While divesting itself of some roads would allow the
county road commission to specialize and perhaps
reduce some costs, any transfer would have in-
creased costs associated with it for a consolidated
unit. If this function is kept in house, as opposed to
contracting through an interlocal agreement or with
a private provider, the city would have to acquire
additional equipment and personnel to provide pave-
ment maintenance, bridge inspection and mainte-
nance, signhal maintenance, sign maintenance, storm
sewer cleaning maintenance, roadside mowing, and
increased equipment maintenance. Additionally, the
cost of providing full liability coverage for all opera-
tions can be substantial. The Act 51 funding distrib-
uted to municipal road agencies provides much, but
generally not all, of the resources needed for these
tasks.
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Finances

The sources of revenues for the Village of Onekama
and Onekama Township generally fall into four cat-
egories: property taxes, unrestricted state shared
revenue, restricted state shared revenue, and
charges for services. The finances of a consolidated
unit would draw on those same sources, but in dif-
ferent amounts depending on whether consolidation
is pursued by dissolving the village or incorporating

levied by the township, village, county, school dis-
trict, and the state.

The Michigan Constitution and state laws limit the
rates for each type of governmental entity. Neither
the Village of Onekama nor Onekama Township are
anywhere near the tax rate limitations that apply to
them.

the community as a city. Ultimately
the question that needs to be an-
swered in this exercise is whether
a consolidated government can
operate with existing revenue
sources or whether new revenues
would be needed.

Local Taxes

Two types of taxes are available to
Michigan local governments as
sources of self-generated rev-
enues: property taxes and income

Onekama Township has
benefited greatly from the
recent interest in the area
for lakefront property and
vacation homes. Since
1996, the taxable value of
township property outside
of the village has more than
tripled from $41.4 million to
$139.7 million.

With a tax base of almost $140 mil-
lion, the township was able to levy
a property tax of 3.38 mills to yield
$520,623 in 2010. The village,
with a much smaller tax base of
more than $18 million, levied a 5
mill tax rate to yield $93,708.

Consolidation of the governments
would result in elimination of the
5 mill village property tax levy.
(Some of that reduction could be
offset by special assessments for

taxes. Property taxes are used by
all types of local governments.
Income taxes are available only to cities.

Property Taxes

The levy of all taxes is based on a tax rate applied to
a tax base. In Michigan, the applicable tax base for
property taxes is referred to as the taxable value.
New property and property for which ownership has
recently transferred is assessed at 50 percent of the
true cash value. The taxable value limits annual
increases in the value of individual parcels of prop-
erty to the lesser of five percent or inflation. Prop-
erty is reassessed at the proper percentage (50 per-
cent) of true cash value when ownership transfers.
The same value is used for the calculation of taxes

road improvements, snow removal,

and/or street lighting.) The ques-
tion to be addressed is whether and to what extent
the township tax levy would have to be increased to
fund additional costs given to the consolidated gov-
ernment. (The tax is currently levied by the town-
ship but could become a city tax if that option is
taken.)

Taxable Value in the Onekama Area

The township has benefited greatly from the recent
interest in the Onekama area for lakefront property
and vacation homes. Since 1996, the taxable value
of township property outside of the village has more
than tripled from $41.4 million to $139.7 million.
During that same period, the taxable value of prop-
erty in the village has doubled, going from $9.3 mil-
lion in 1996 to 18.5 million in 2009. (See Chart5.)
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Chart 5

Growth of Taxable Value of Onekama Township and Village, 1996 — 2009
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Source: Michigan Department of Treasury, Onekama Assessment records.

Income Taxes

Local-option income taxes are available only to city
governments in Michigan. The tax is levied under a
state law that provides for a uniform rate and base
for all cities levying the tax. Of the 279 cities in
Michigan, only 22 levy a local-option income tax.
Grayling and Big Rapids are the closest cities that
levy this tax. The common characteristic of the
smaller cities that levy this tax is that they are job
centers for their surrounding areas, either because
they serve as the seat of county government, host a
non-profit college, or host a major employer that
draws labor from outside the cities.

Should Onekama choose to create a city govern-
ment, a local-option income tax would become an
option. Itis not anticipated that this would become
a serious consideration as the community does not
host any major public or private job centers.

Special Assessments

Michigan local governments have generally used
property taxes to finance a vast array of govern-
mental services and programs. Taxes — property,
income, or any other — must be levied at a uniform
rate throughout the jurisdiction levying the tax.
Special assessments may be levied on a group of
properties that is less than the whole of the jurisdic-
tion levying the assessment. Therefore, on occa-
sions when the benefits from a public improvement
do not generally extend to the whole governmental
unit, special assessments have been employed.

Special assessments are generally employed to serve
a single principal purpose: to finance the construc-
tion and maintenance of local public improvements,
such as streets, street lighting, and sewers. They
may be levied to fund multiple purposes, as long as
the public improvements or public services are au-
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thorized by the law employed to impose the special
assessment.

Use of this finance tool requires establishment of a
special assessment district to define the properties
that benefit from the public improvement, and thus
are subject to an assessment to fund the improve-
ment.

Several laws provide for the use of special assess-
ments for specific purposes or the broad purpose of
public improvements.

State revenue sharing has been subject to several
reductions in recent years due to the state’s fiscal
difficulties. Cuts in state revenue sharing have al-
tered the distribution of the statutory amounts. While
the per capita distribution is constitutionally pro-
tected, the statutory distribution has been reduced
drastically with little hope of returning to full fund-
ing in the near future.

Both the Village of Onekama and Onekama Town-
ship benefit from the constitutional per capita distri-
bution of state revenue sharing. In
2010, the township received

Where property taxes are levied on
an ad valorem basis, that is they
are based on the value of the prop-
erty subject to taxation, special as-
sessments were historically levied
based on street frontage, land
area, or other measures of benefit
from the public improvement.
Over time, the Michigan legislature
has undermined these distinctions
by authorizing units of local gov-
ernment to impose a hybrid cat-
egory of special assessments that

Because the village and
township receive only per
capita revenue sharing dis-
tributions, a consolidation
of the two governments
would result in a simple
arithmetic addition of the
village population and the
township’s non-village
population to create a com-
bined population.

$68,669 from this source; the vil-
lage received $42,210. Townships
count only the populations resid-
ing outside of villages for the pur-
poses of their per capita distribu-
tions. Because of the drastic
reductions in funding available for
statutory revenue sharing, about
two-thirds of the 1,800 cities, vil-
lages, and townships no longer
benefit from this program. Both
the Village of Onekama and
Onekama Township are among the

use property values as the base.
Except for the often limited size of
special assessment districts (they usually are not as
big as a whole governmental entity), ad valorem
special assessments are virtually indistinguishable
from general property taxes.

Neither the Village of Onekama nor Onekama Town-
ship currently employ special assessments to fund
public improvements or the delivery of governmen-
tal services, but the possibility of employing this fi-
nancing tool is discussed below.

Unrestricted State Shared Revenue

Cities, villages, and townships in Michigan benefit
from an unrestricted state revenue sharing program.
Unlike restricted revenue sharing program such as
highway funding, this program allows local govern-
ments to use the money received at their discretion.
State sales tax revenues are distributed using two
formulae: a constitutional distribution on a per capita
basis and a statutory distribution.

governments no longer receive
statutory revenue sharing.

Because the village and township receive only per
capita revenue sharing distributions, a consolidation
of the two governments would result in a simple
arithmetic addition of the village population and the
township’s non-village population to create a com-
bined population. In other words, the village resi-
dents would no longer be removed from the town-
ship population for purposes of this per capita
distribution. Were a consolidated government in
place in 2010, it could have expected to receive
$110,879 ($68,669 the township received plus
$42,210 the village received). The actual distribu-
tion a consolidated government would receive in its
first year of operation will differ because the sales
tax is yielding more revenues, thus there is more
available for distribution, and the 2010 census has
altered the populations used for distribution of the
funds for all local governments.

CIT1ZENS

RESEARCH COUNCIL OF

MICHIGAN 35



CRC REPORT

Restricted State Shared Revenue

In contrast to unrestricted state revenue sharing that
local governments can use at their discretion, the
state also distributes restricted state revenue shar-
ing that can only be used for designated purposes.

Highway Funding
Michigan, like most other states, relies heavily on

Liquor Enforcement

The enforcement of the state’s liquor laws and rules
is a joint effort between the state Liquor Control Com-
mission and local and state law enforcement offic-
ers. Retail establishments that sell liquor — restau-
rants, bars, packaged liquor stores, etc. — must pay
the license fees. The Liquor Control Commission
then sends 55 percent of retail licensing fees back
to local units of government primarily for enforce-

motor fuel taxes and automobile
registration fees to fund the high-
way and bridge infrastructure.
While many states have made
these types of taxes available to
their local governments to pay for
construction and maintenance of
streets under the control of coun-
ties, cities, and villages, Michigan
utilizes a system that has the state
collect taxes and distributes fund-
ing to the local governments. State
motor fuel tax and registration fee
revenues are deposited into the
Michigan Transportation Fund. Act
51 of 1951 divides money in this
fund among the Michigan Depart-

Regardless of whether the
Onekama governments
consolidate or not, and re-
gardless of what form that
consolidation takes, the
community will continue to
host establishments that
sell liquor at retail, and thus,
funding from this source will
continue to flow to the
Onekama government(s) as
determined by state law.

ment of the state’s liquor laws.

Regardless of whether the
Onekama governments consolidate
or not, and regardless of what form
that consolidation takes, the com-
munity will continue to host estab-
lishments that sell liquor at retail,
and thus, funding from this source
will continue to flow to the
Onekama government(s) as deter-
mined by state law.

Charges for Services

Both the Village of Onekama and
Onekama Township collect charges
for the services they provide.

ment of Transportation, the coun-

ties, and cities and villages using a statutory for-
mula, and further divides funding among the county
road agencies and among the cities and villages us-
ing formulae that account for road miles, popula-
tion, and the urban nature of the communities.

In 2010, the Village of Onekama received $46,365
in Act 51 funding for care of the street miles for
which it has jurisdiction. Onekama Township is not
eligible for Act 51 funding.

Consolidation of the governments by dissolution of
the village would eliminate this funding source. The
funding would be diverted, in whole or in part, to
the Manistee County Road Commission.

Consolidation of the governments as a city would
result in this funding continuing, as well as addi-
tional funding if the county road commission relin-
quishes jurisdiction over some roads currently in the
township to the new city government. These op-
tions are explored elsewhere in this report.

These charges are related to the
sewer system, fire protection, and the village cem-
eteries.

By far, the majority of the revenues collected as
charges for services relate to the village sewer sys-
tem. In accounting vernacular, funding of the sewer
system is set up as a “business-type activity.” No
general fund revenues from state or local taxes are
used to finance the sewer system and revenues col-
lected as sewer fees are dedicated solely for the pur-
pose of funding the sewer system.

As discussed elsewhere in the report, it is expected
that operation of the sewer system could be handed
off to the township or integrated as part of city op-
erations and the fee schedule and business activi-
ties would remain unchanged.
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Current Revenues

Onekama Township had
revenues totaling $744,942
in 2010, with almost 80 per-
cent of that revenue com-
ing from the township lev-
ied property tax and the
distribution of state revenue
sharing (See Chart 6).

The Village of Onekama had
revenues totaling $413,148
in 2010. More than half of
that sum came from
charges for services, mostly
in the form of sewer fees.
Another 12 percent of the
village’s revenues were de-
rived from the distribution
of Act 51 highway funding
from the state. Of the gen-
eral operating revenues, the
village-levied property tax
contributed more than twice
the amount the village re-
ceived from the distribution
of state revenue sharing.
(SeeChart 7.)

Chart 6
Onekama Township Revenues, 2010

Other,
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Source: Onekama Township Financial Statement, March 31, 2010.

Chart 7
Village of Onekama Revenues, 2010
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Source: Village of Onekama Audited Financial Report for the year
ended February 28, 2010.
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Expenses and Revenues of a
Consolidated Government

Expenses

The first assumption in analyzing the cost of a con-
solidated government for Onekama is that the cur-
rent menu of services provided by the township
would not change. It is expected that the township
would continue to do everything it has been doing.

In addition to those functions and

In the event that the community prefers to incorpo-
rate as a city, it is assumed that the road function
would continue. Most of the costs would continue
to be covered by the Act 51 revenues received from
the state. Itis assumed that most or all of the roads
that are currently in the township outside of the vil-
lage would become city streets. Each mile of road
that is transferred to the new city would bring addi-
tional Act 51 revenues from the state. Snow plow-
ing for all city streets would be a city function paid
for with the Act 51 revenues.
Again, no general fund dollars

services, it is expected that the
township would have to assume
some services that are currently
provided by the village.

e The township would assume
responsibility for the village
parks at a cost of almost
$25,000 per year.

e The township would assume
responsibility for the village
cemeteries. Part of the opera-
tions and maintenance costs
related to the cemeteries is
covered by the sale of lots and
donations, leaving about

It can be assumed that the
aggregate revenues gener-
ated by the township and
village from charges for ser-
vices, restricted revenues
for liquor control enforce-
ment, unrestricted state
revenue sharing, and
“other” sources, would re-
main unchanged if the
township and village are
consolidated into a single
governmental entity.

would be expected to cover the
cost of roads.

It is estimated that more than
$73,000 could be saved by elimi-
nating the expenses related to the
village council (the president and
board of trustees), village clerk,
village treasurer, the need for vil-
lage elections, and most of the
costs related to the village plan-
ning and zoning functions.

Revenues

An immediate effect of a consoli-

$7,000 to be covered by the
general fund.

e The township would assume responsibility for
street lighting on what are currently the village
streets.

It is expected that the expenses related to the sewer
system would be covered by the fees paid by own-
ers of properties tied in to the sewer system. The
township general fund would not be expected to con-
tribute to the cost of sewer operations or mainte-
nance.

It is assumed that the road function would transfer
from the village to the Manistee County Road Com-
mission if the village is dissolved to leave only the
township. Snow removal would be provided by the
township or a private contractor for what are cur-
rently the village streets.

dation would be the elimination of
the village property tax millage. In
2010, that revenue source yielded almost $94,000.

It can be assumed that the aggregate revenues gen-
erated by the township and village from charges for
services (mostly sewer fees), restricted revenues for
liquor control enforcement, unrestricted state rev-
enue sharing, and “other” sources, would remain
unchanged if the township and village are consoli-
dated into a single governmental entity.

Restricted revenues for road funding would depend
on the number of miles under the jurisdiction of the
consolidated government. Under a scenario where
the village is dissolved to leave only the township,
there would be no road miles under the jurisdiction
of the township and no Act 51 funding. Under a
scenario where the governments are consolidated
into a city government, it can be assumed that at
least the current Act 51 funding would continue. That
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Chart 8

Revenues of a Consolidated Onekama Government
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amount could increase if jurisdiction over more mile-
age is transferred from the county road commission
to the city. (See Chart 8.)

Snow Plowing and Street Lights

While most of the services provided by the village
can easily be assumed by the township, or can be
provided by a consolidated city government, a few
services will not translate to the whole Onekama
community. First among these services is the sewer
system. As has already been detailed, sewer ser-
vices are fee based and assumption of the sewer
system by a consolidated government will not cause
additional costs for township residents outside of the
area where sewer services are provided.

Also significant are the issues of snow plowing and
operation of street lights in the area currently con-
stituting the village. As a community in Northern
Michigan on Lake Michigan, Onekama tends to get a
lot of snow. The Village of Onekama has dedicated
a large portion of its highway funding to snow re-
moval, with a relatively aggressive approach to keep-
ing the streets passable during the winter. Mainte-
nance of this snow removal effort in the area
constituting the village has been identified as a pri-
ority by village residents.

Likewise, village residents have expressed an inter-
est in keeping the street lights operating whether
the village and township continue as separate enti-
ties or are consolidated.
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Should the residents of Onekama opt to dissolve the
village and operate with only the township, it is rec-
ommended that a special assessment district be cre-
ated in the area that currently constitutes the vil-
lage for the purpose of funding snow removal and
street lights. Should the residents of Onekama opt
to incorporate as a city, the Act 51 funding and city
funds would support general road maintenance, in-
cluding winter snow removal, but it is recommended
that a special assessment district be created in the
area that currently constitutes the village for the
purpose of funding street lights.

Public Act 246 of 1931 allows the levy of an ad valo-
rem special assessment on the properties benefited
by road improvements. The amounts yielded by a
special assessment levied under this act could be
used for improvements of county roads within town-
ships and for sidewalk construction, improvement,
or repair. The special assessment is imposed by reso-
lution of the county road commission upon petition
by owners of at least 51 percent of the lineal front
footage abutting the public highway, or upon receipt
of a resolution from the township board. Unlike prop-
erty taxes, a special assessment imposed under this
act is not required to gain approval in a public refer-
endum. There is not a limit to the amount that can
be assessed, but the assessment can only be im-
posed for a period of ten years at a time.

It is assumed that roughly $20,000 would be needed
on an annual basis to cover the cost of snow re-
moval.

Public Act 116 of 1923 provides for the levy of spe-
cial assessments by villages and townships for pub-
lic improvements including street lights. A special
assessment district can be created by petition of at
least 51 percent of the land owners in the proposed
district. The cost of street lights would be divided
among the property owners benefiting either on a
front footage basis or in an amount levied equally
on each parcel of property.

Should the township adopt charter township status,
Public Act 359 of 1947 allows for the creation of
special assessment districts for street lighting. Un-
der this act, the district could be created by action
of the township board or by petition of the land
owners in the proposed district. (See also PA 188 of
1954)

Should the community incorporate as a city, Public
Act 279 of 1909, the Home Rule Cities Act, allows
for the creation of special assessment districts for
purposes such as street lighting.

The village currently budgets $11,000 for the op-
eration of street lights.
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Is Onekama Village Financially Sustainable?

This question is not meant to insinuate that the vil-
lage is undergoing current financial difficulties akin
to the problems that so many other Michigan mu-
nicipalities are experiencing. Rather, it suggests that
development has passed the village by and village
officials may soon be forced to levy taxes at higher
rates to support the services currently provided.

Population

Chart 1 (on page 3) shows that the population of
the township has been growing
while the population of the village

Elegance, Onekama Building Supply, Onekama
Family Market (IGA), the Fish Tale Café,
Lineback’s Wine Tasting, The Glenwood Restau-
rant, Shay’s Chop House, the Blue Slipper Bistro,
the Blue Slipper Bakery, the Tailgate Lounge, the
Portage Lake Marina, and the Village and Town-
ship municipal offices. Several other area busi-
nesses such as the Portage Point Inn, Miller’s
Fruit Market and other roadside fruit stands are
located outside of the business district. (p. 54)

The Master Plan went on to state that of the ten
retail stores in the business district,
four are seasonal or have very lim-

was constant for many years be-
fore declining by more than a third
between 2000 and 2010. Although
the populations of both communi-
ties tend to be older than the av-
erage or median ages for Manistee
County or the State of Michigan, a
community with so many people
at retirement age suggests fixed
incomes with limited ability to take
on greater taxes to support public
services.

The opportunities for
growth of the village’s tax
base are limited. The 2011
taxable value of property in
the village, $18.6 million, is
76 percent of the village’s
state equalized value, $24.5
million. Fully closing this
gap would add only about
$30,000 to the village’s

ited hours in the winter, if opened
at all. During the winter, retail sales
are limited to the grocery store, gas
stations, and hardware store.

Taxable Value

The ability to maintain a constant
level of service delivery in a local
government assumes that the rev-
enues will grow at a pace to meet
the increase in expenses that natu-

Tax Base

Public finance studies have shown that residential
properties tend to consume more governmental ser-
vices than they contribute through taxation. While
businesses benefit from police and fire protection,
far more public safety calls send police and fire re-
sponders to residential properties than commercial
and industrial properties. Additionally, while quality
of life services — education, parks and recreation,
etc. — are important for attracting businesses to an
area, those services are of no direct benefit to busi-
nesses. Residents are direct consumers of those
services.

The 2009 Onekama Community Master Plan identified
the non-residential properties in Onekama Village.

Downtown Onekama has a variety of retail busi-
nesses loosely strung along M-22 (Main Street)
between 8 Mile Road and 4th Avenue. Businesses
within the district include MacBeth & Co., Nature’s

property tax yield.

rally flow from inflationary pres-
sures. The last 15 years have not
been spectacular for any local gov-
ernment in Michigan, but the growth of taxable value
for the Village of Onekama has been markedly slower
than the township outside of the village, the town-
ship as a whole, and the county as a whole. (See
Chart 9.

Notwithstanding a strong market interest in the
Onekama area that markedly drives up prices, the
opportunities for growth of the village’s tax base are
limited. The 2011 taxable value of property in the
village, $18.6 million, is 76 percent of the village’s
state equalized value, $24.5 million. Fully closing
this gap would add only about $30,000 to the village’s
property tax yield.

Michigan law provides few options for closing the
gap between state equalized value (SEV) and tax-
able value (TV). For most communities this is oc-
curring because depreciation in real estate values is
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Chart 9

Growth in Taxable Value for Onekama Township, the Village of Onekama, and Manistee

County, 1996 to 2011
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Source: Michigan Department of Treasury, Onekama Assessment records.

reducing SEV while TV remains unchanged or in-
creases with the rate of inflation. This does not help
to finance municipal services. The gap also is re-
duced when ownership of properties is transferred,
usually because of sales, and that parcel's TV “pops
up” to equal the SEV. The gap between the values
also is minimized when new properties are added to
the tax base, coming in with SEV equal to TV.
Onekama Village is mostly built out, meaning that
there is little opportunity to add to the tax base
through new development.

The village is relatively small and delivers few ser-
vices relative to other municipal governments, but it
may soon find that the revenues generated by 5

mills on the limited tax base are not sufficient to
fund the services that residents expect.

Summary

The limited ability for Onekama Village’'s tax based
to grow and the dim prospects for the state to re-
sume funding statutory state revenue sharing are
likely to present financial problems some time in the
future. The cost of providing governmental services
is prone to inflationary increases, just as businesses
and individuals experience. The likely result of these
causes is that the village will have to increase its tax
rate to yield more revenue from the existing base.
Yes, Onekama Village is sustainable, but not by main-
taining the current policies.
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Conclusion

The residents and elected officials in the Township
of Onekama and Onekama Village are considering
the options for consolidating the governments into
a single entity. This possibility of consolidating the
governments is driven not by fiscal necessity, but by
a planning process that seeks to create an efficient
and simplified provision of governmental services.

Michigan law provides two options for consolidating
the village and township: (1) disincorporate the vil-
lage to leave only the township or (2) incorporate as
a city.

Onekama residents should not expect major savings
by consolidating their village and township
governments. The two governments do not provide
many governmental services to begin with, and it is
expected that most of the services for which the
village spends the largest sums—sewers, snow
removal, parks, street lights, the Farr Center—would
continue under the aegis of either the township or a
city.

The primary concern of village residents expressed
through public forums to discuss the options is the
need for timely snow removal. Townships do not
have a formal role in road maintenance or snow re-
moval under Michigan law, but townships have
brokered arrangements with their county road com-
missions to supplement the services they provide.
In the event that the village is disincorporated,

Onekama officials can investigate the possibility of a
similar arrangement with the Manistee County Road
Commission to provide snow removal on the streets
that are currently within the village boundaries.

The other major services provided in Onekama —
sewer services by the village, fire protection, parks,
the Farr Center, street lighting, and the cemetery —
should be able to continue without interruption if
the two governments are consolidated.

Some efficiencies and taxpayer savings may result
from the consolidation of local governments, but the
benefits that are not easily quantifiable may be the
primary gain from consolidation. Even without major
savings, consolidation is still worth pursuing because
the interests of the village residents can be served
even in a consolidated government; the duplication
that does exist will be eliminated; and the interests
of the community will be better served in planning,
community and economic development, stewardship
of Portage Lake, and a simplified interaction with
municipal government.

Neither the village nor the township is in a crisis
situation. Each will continue their current opera-
tions in the absence of a consolidation. While the
village finances could be a problem in the long term,
the strong history of collaboration between the vil-
lage and the township means that this is not an in-
surmountable problem.
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Appendix A
A Brief History of Previous Local Government Consolidation Efforts

Michigan has had limited experience with the con-
solidation of municipal governments. The following
is meant to provide a little bit of history to under-
stand recent efforts — both successful and unsuc-
cessful.

Jackson Annexation Efforts

In the early 1960s, the City of Jackson attempted to
head off future growth and financial problems by
annexing undeveloped land in neighboring Leoni,
Summit and Blackman townships. The animosity
created by the city’s confrontational efforts eventu-
ally led the business community to commission a
comprehensive study of a full merger of the four
governments into a single city.

The study concentrated on the ability of the Jackson
region to develop into an attractive place to live and
work, with a high quality of life. It was argued that
the creation of a new consolidated city would pro-
vide a greater opportunity for a well-balanced com-
munity in terms of tax base, land use, and social
and economic development than existed in the four
separate units of local government. By combining
the tax base into a single entity, the suburban re-
gions would benefit from the city’s commercial and
industrial tax base. The city, in turn, would benefit
from the growth in the absolute value of the tax
base.?*

Over time, opposition to the consolidation of the gov-
ernments grew and eventually Leoni and Blackman
townships withdrew from consideration of the
merger. The question was put to the voters in No-
vember 1968. The consolidation passed by a strong
2-to-1 margin in the city, with nearly 13,000 voters
turning out. But in Summit Township, more than
7,300 “no” votes swamped the 1,400 supporters.?

Battle Creek and Battle Creek Township

In the early 1980s, the Kellogg Company was plan-
ning to build a new company headquarters as part
of its planned expansion. With operations in several
states, but its founding and corporate offices in Michi-

gan, the company could have located elsewhere but
sought to stay in Michigan. The City of Battle Creek
was dealing with cutbacks caused by a severe eco-
nomic recession and plant closings at the Eaton Cor-
poration and Clark Equipment Company, as well as
growing uncertainty over the future of downtown
Battle Creek resulting from opening of the suburban
Lakeview Square mall.?® With Kellogg's plan to in-
vest $30 million in the construction of a new head-
quarters and the prospect of retaining or creating
new jobs, the company sought concessions from the
City of Battle Creek, the State of Michigan, and from
its workers.?’

The company expressed a desire for the city to
broaden its tax base by merging with its wealthiest
suburb, Battle Creek Township, and invest to revi-
talize the downtown area.?® Kellogg hoped that the
combination of the two communities would create a
stronger entity and spark industrial and commercial
development. Kellogg decided that it needed a big-
ger community to attract talented managers and that
it needed to eliminate local inter-governmental bick-
ering that hindered progress.?® In addition to reten-
tion of the Kellogg Company headquarters, the com-
pany pledged to provide $1.6 million for the city’s
economic development fund, and other companies
pledged $4 million if voters approved the merger.
In November 1982, city voters approved the merger
by a vote of 9,524 to 816, and the township voters
endorsed the measure by 6,857 to 3,804. On Janu-
ary 1, 1983, the city of Battle Creek with 35,724
residents annexed Battle Creek Township with its
population of 20,589.%

The results of the annexation have been mixed. The
annexation increased the size of the city, thus in-
creasing its stature. Money was invested in a new
downtown park as part of the city’s beautification,
with the new Kellogg headquarters as the center-
piece. It helped clean up the downtown area, but
the downtown area is not much used by Kellogg
employees or others.3!

Neither the annexation, investment by Kellogg, nor
beautification efforts were enough to keep other com-
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panies from moving out of downtown. There was
some evidence of the change causing positive de-
velopment. By 1989, about 50 companies had settled
into the Fort Custer Industrial Park, located five miles
west of downtown Battle Creek.*> On the whole,
the annexation might have slowed, but did not stop,
the decline of the urban center.

Iron River

In 1971, the U.S. Department of Housing and Urban
Development (HUD) financed a study of merging the
cities of Iron River, Stambaugh, Gaastra, Caspian,
and the Village of Mineral Hills in Iron County on the
western side of Michigan’s Upper Peninsula.

Each of the communities involved in the Iron River
consolidation was organized around a mining op-
eration. Mining operations helped fuel the local
economies, but the decline of mining operations in
the U.P. created fiscal strain for each of the commu-
nities.

Those communities employed a variety of tactics in
response to the long-term decline in prosperity, in-
cluding development of a number of inter-local agree-
ments. The most significant of these were intergov-
ernmental agreements for the provision of public
safety. Prior to 1999, the City of Iron River, Village
of Mineral Hills, and the townships of Iron River,
Bates, and Stambaugh jointly provided fire protec-
tion through the West Iron County Fire Authority.
The Tri-County Fire Authority provided fire services
for the cities of Caspian, Gaastra, and Stambaugh.

The City of Stambaugh disbanded its police force in
1996 and began a contractual relationship with the
City of Iron River for police protection.

Some 23 years after the HUD study, the studied mu-
nicipalities began to formally explore the options and
issues related to consolidation. In 1997, a consoli-
dation petition was filed with the State Boundary
Commission that included only four of the munici-
palities: the City of Gaastra was excluded after resi-
dents failed to pass the needed municipal ordinance.
The consolidation measure was put to a vote on
November 3, 1998, and received majority support
in the cities of Iron River and Stambaugh, and the
Village of Mineral Hills. However, for the referen-

dum to be successful it required majority support in
all of the municipalities involved and it was thus de-
feated because the voters in the City of Caspian re-
jected the measure. The level of support in the
municipalities in which it was successful gave sup-
porters sufficient optimism to regroup and proceed
without the City of Caspian.

New analyses, educational efforts, and preparation
occurred over the course of the next year, leading
up to a successful vote in the cities of Iron River and
Stambaugh, and the Village of Mineral Hills on No-
vember 2, 1999.

Financial Implications of Consolidation

Post merger analyses of the cost of service provi-
sion in Iron River have shown mixed results. While
savings have been achieved in the provision of ser-
vices relative to the cost prior to merger, a compari-
son of Iron River’s cost structure with other similarly
sized and located municipalities suggests that the
merger has not improved Iron River finances rela-
tive to its peers.*

Grand Blanc City and Grand Blanc Township

Early in the 2000s, a group of citizens from the City
of Grand Blanc and Grand Blanc Township began
discussion of consolidation of the two local govern-
ments. The community is served by a single school
district, Michigan'’s first consolidated school district,
and the two governments had a long history of col-
laborating that would seem to make consolidation
the next step. An analysis was performed to pro-
vide an estimate of what a combined city govern-
ment might look like and the supporters of consoli-
dation worked through the State Boundary
Commission process to bring the question of con-
solidation to a vote.

The 32.74 square mile Charter Township of Grand
Blanc, with a 2000 population of 29,827, had grown
much larger than the 3.76 square mile City of Grand
Blanc, which had a 2000 population of 8,242. Be-
cause the city was largely built out and mostly resi-
dential in nature, there was little opportunity for new
development. New subdivisions and commercial “big
box” stores found space to build in the township. It
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was thought that a merger would achieve some sav-
ings, and just as significant, it was hoped that con-
solidation would result in better planning and land
use.

The earlier actions of the city and township to col-
laborate in the provision of government services laid
the groundwork for a consolidation question. At the
time that the question of consolidation was posed,
the city and township were engaged in the joint pro-
vision of fire protection, library services, recreation
programs, senior center operations, and police mu-
tual aid.

These joint service arrangements removed some of
the economic incentives for a full consolidation of
the two governments. Some people were looking
for economic incentives to support consolidation,
either in reduced taxes or tangible service improve-
ments. Because the two governments were already
collaborating for the provision of some of the most
capital intensive services, the economies of scale
were already being enjoyed. The remaining ser-
vices provided little opportunity to create further
economies of scale. Many of the remaining services
cost relatively little to provide, so that even if econo-
mies of scale could be gained, the resulting savings
were minor.

With most of the tax base in the Grand Blanc com-
munity located in the township, consolidating the
tax bases to support a single united city would have
provided tax relief to property owners in the exist-
ing city, with township residents paying the same,
or slightly higher, tax rates. Although the city had
historically provided more services than the town-
ship, the recent growth of the township and growth
of the township government to meet the growing
needs of its residents had resulted in greater parity
in service provision.

A second dynamic was the fact that the city was
already a very lean operation. City officials routinely
assumed multiple tasks as part of the day-to-day
operations. Because the city workforce performed
multiple tasks, consolidation raised the prospect of
replacing a single person performing two or three
tasks with three people performing those same three
tasks. While services might have been upgraded, it
was unlikely that savings would be a result.?*

The two communities held independent votes on the
question of proceeding with consolidation on May 2,
2006. The voters of each entity had to approve the
question for the process to continue. The question
was defeated in both jurisdictions, receiving only 31
percent of the vote in the city and 32 percent of the
vote in the township.*®
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activities within the public's right-of-way within the corporate limits of the Township

of Grand Blanc.
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