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In anticipation of the pending referendum on the
proposed merger of Saugatuck and Douglas, those
two cities governments have asked the Citizens Re-
search Council of Michigan to investigate issues
brought about by consolidation and describe how
the finances of a merged city would differ from that
of the two cities operating independently.

Saugatuck and Douglas are two small cities in Allegan
County adjoined by a common border.  They are lo-
cated along Lake Michigan about 10 miles south of
the City of Holland and about 20 miles north of the
City of South Haven.

Douglas and Saugatuck stand out as cities with very
small populations.  With a population of 1,232 in
2010, Douglas ranks 251st in population size among
the 275 Michigan cities.  Saugatuck ranks 259th, with
a population of 925 residents in 2010.

A. Planning and Zoning

Governmental functions that benefit from being done
over larger geographic areas include land use plan-
ning, zoning, and stewardship of natural resources.
These are functions inherent in the fundamental roles
of government for which it is difficult to show evi-
dence of tangible monetary or operational savings
to two small, relatively stable communities such as
Saugatuck and Douglas that would result from con-
solidation.

The City of Saugatuck, the City of the Village of Dou-
glas, and Saugatuck Township have some history of
working together and collaborating to jointly pro-
duce area-wide master plans.  The first effort to cre-
ate a joint plan occurred from 1987 to 1989.  That
document was updated in a multi-year process that
culminated with adoption of a revised plan in 2005.

Given the existence of this working plan, the pro-
posed merger of the cities of Saugatuck and Douglas
can bring only marginal improvement to land use plan-
ning and coordination of zoning in the region.  It is

foreseeable that a merged city would continue to re-
spect the independent identities of what is currently
Saugatuck and what is currently Douglas, at least in
the short term.  It also is foreseeable that a merged
city will continue to collaborate with, maintain a joint
master plan with, and take efforts to support
Saugatuck Township.  To that end, it could be ex-
pected that a master plan adopted after the merger
of Saugatuck and Douglas would still have fewer spe-
cific details than if such a document were written in-
dependently for the new merged city.

The proposed merger of Douglas and Saugatuck also
can marginally improve stewardship of the
Kalamazoo River and Kalamazoo Lake.  Merger will
provide a clearer line of responsibility and simplify
procedures when coordinating actions with the fed-
eral, state, county governments or when working
with neighboring local governments.  Because the
Harbor Authority is relatively new, it is difficult to
quantify how much difference merger would make
compared to the status quo of working through the
authority.

Efforts such as joint master planning and a multi-
jurisdictional harbor authority reflect efforts to arti-
ficially create what would exist if a community was
governed by one government instead of two or three
entities.  A merger of Saugatuck and Douglas would
not likely result in much land use change that is no-
ticeable to the average resident, but it could
straighten the lines of accountability for carrying out
these functions.

B. City Charters and Ordinances

If the electors in each city vote in the affirmative at
the November referendum on a merger of the two
cities, the next step will be election or appointment
of charter commissioners for purposes of drafting a
charter for a combined city.  That proposed charter
will have to come before the electors for approval
before a merger of the two cities can proceed.
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Voters and potential charter commissioners will find
that the existing city charters for Saugatuck and
Douglas are very similar.

The Codes of Ordinances adopted by the cities of
Saugatuck and Douglas are very much alike.  Only
about twenty percent of the ordinances are unique
to one city or the other or differ in substance.  The
relative importance of these sections can only be
judged by those affected by them.

C. Payment of Indebtedness

The cities of Saugatuck and Douglas each have long-
term debt obligations that will carry over if the two
cities decide to consolidate.  Douglas’ debt comes
from two loan agreements, capital improvement
bonds, a litigation settlement, and compensated
absences.  By the end of this year the city should
have paid off the remaining balance on the litigation
settlement.  The two loan agreements relate to
amounts borrowed for upgrades to the Douglas City
Hall.  Its total debt amounts to $954,651 and is
scheduled to be paid off by 2021.

Saugatuck has much more debt, mostly in the form
of general obligation tax bonds.  By 2014 the city
will pay the last of its debt that was issued for the
Allegan Sanitary Sewer System.  The city’s remain-
ing obligations thereafter are for compensated ab-
sences and an unlimited general obligation tax bond
for city street and infrastructure projects.  The city
street and infrastructure bond debt is currently over
$3.4 million and is scheduled to be paid off by 2028.

Case law and statutory law provides conflicting guid-
ance on the question of whether a newly consoli-
dated city could, or should spread the voted debt
millage across all taxable property or should only be
spread on those properties that were located within
the boundaries of the current City of Saugatuck.

D. Disposition of Real and
Personal Property

A primary issue in the event of a merger of two gov-
ernmental entities is the oversupply of such proper-
ties and assets.  Clearly a merged city will need only

one city hall.  Examination of the two facilities leaves
little doubt that the present Douglas city hall would
be adopted as the home of a consolidated govern-
ment.  It is not expected that the location or size of
the police station will need to change.  Douglas’ pub-
lic works facilities are probably better suited to meet-
ing the needs of a merged city.  Finally, it is assumed
that the cities offer the amount of park and beach
acreage desired to serve residents and guests.  It is
not assumed that any park space should be sold off
nor any beaches closed.  Combining the current ve-
hicle fleet of Saugatuck Douglas would result in an
excess supply of vehicles relative to peer cities.

E. Public Records

Public records are the property of the people of the
State of Michigan.  The cities are responsible for
ensuring that the public records created and received
while conducting public business are retained and
only destroyed in accordance with Michigan law.  The
existing and new cities will need to preserve and
manage the public records received in accordance
with the Records Management Manual for Local Gov-
ernments published by the Michigan Department of
Technology Management and Budget.  It is foresee-
able that the basement of the Douglas city hall could
provide ample storage space for these records.  It is
not expected that the retention of these records will
provide significant additional costs for the new city.

F. Employees Issues

it is expected that a merger of the two cities will
result in disruption of the municipal workforces.  The
cities each currently employ a city manager, city clerk,
city treasurer, and a director or supervisor of public
works.  Each contracts or employs on a part time
basis an assessor, a zoning administrator, and legal
counsel.  Each of those positions would change from
two positions now (one in each city) to one for the
merged city.

Neither the population nor the geography served by
that department will be changed by a merger of the
two cities, so it will not be necessary to reorganize
the police department nor to change the staff size
of the department.
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Each city employs a director to provide leadership
and manage the day-to-day operations of the public
works staffs.  Only one director will be needed.  Put-
ting together the two staffs would create a merged
staff of eight full-time employees, plus part-time
workers that are brought on during the summer
months.  It is assumed that the merged Saugatuck
and Douglas would need six full-time public works
staff and would need to continue hiring five to seven
part-time workers during the summer months for
maintenance of the parks and beaches.

G. Public Utilities and Public Services

The utilities in the Saugatuck and Douglas region
are provided by private vendors and a special au-
thority created by interlocal agreement.

H. Special Districts

Douglas and Saugatuck have each created special
districts within their own boundaries for the purposes
of economic development.  Douglas’ downtown de-
velopment authority was created to invest and pro-
mote the downtown area.  The DDA could continue
as is if the city leaders so choose.  Saugatuck’s his-
toric district is designed to preserve the unique his-
toric flavor of the housing stock and other resources.
The Local Historic Districts Act does not include pro-
visions under which the existing district would con-
tinue unchanged in the event of annexation or con-
solidation with another government.  A consolidated
city could go through the necessary steps to re-es-
tablish a district with the existing boundaries or
modified to include more properties, including those
that are currently in Douglas.

I. Special Authorities

Both Saugatuck and Douglas are small enough that
independent provision of capital intensive governmen-
tal services may be cost prohibitive.  To overcome
this problem, the cities have utilized a number of pro-
visions in state law to jointly provide municipal ser-
vices.  The long-lasting relationship between the two
governments and with Saugatuck Township has led
to the creation of a number of inter-local agreements
for the two cities or all three governments to share in

the cost of providing these services – fire protection,
police protection, transit services, library, water and
sewerage, and the harbor authority.  It is not expected
that any of these services, which account for nearly
half of all local government spending in the Saugatuck/
Douglas region, will be adversely affected by a merger
of the two cities.

The use of these various laws that authorize local
governments to jointly provide services reflect ef-
forts to artificially create what would exist if the com-
munity was governed by one government instead of
two or three entities.  The result of this collabora-
tion resembles what residents, visitors, and busi-
nesses could expect to get from a single govern-
mental entity, but the tradeoff is diminished
accountability.  A merger or Saugatuck and Douglas
would not change delivery of these services, but it
could strengthen the lines of accountability.

J. Roads, Sidewalks, & Public Easements

Combining operations to care for streets will pro-
vide opportunities to achieve some efficiency, but
the opportunities are not extensive because the two
cities have used different designs to construct their
streets.  As separate operations, each city separately
contracts for engineering studies; has its own equip-
ment; and limits its work to streets within its bor-
ders.  Operating over a wider geographic area with
more streets under the jurisdiction of a single entity
should allow the road agency to make better use of
the equipment, to employ staff with greater exper-
tise in the necessary tasks for road maintenance,
and to provide consistency across the whole road
system.

A merger of the two cities would result in a minor
windfall in funding for road maintenance received
from the state through Public Act 51.

A merger would cause issues because the cities have
used the same names for different streets that do
not run continuously through the cities.  Some of
the naming issues may be dealt with by adding “E”
or “W” to the street names.  Other issues would
likely require the renaming of streets, but the dis-
ruption should be minor because the streets in ques-
tion only have a few properties abutting them.

vii



CRC Report

C i t i z e n s  R e s e a r c h  C o u n c i l  o f  M i c h i g a n

K. Fiscal Impact

The Fiscal Year 2012 Comprehensive Annual Finan-
cial Reports of the two cities report total expendi-
tures of almost $14 million.  CRC adjusted this num-
ber to avoid double counting in police expenditures.
The Douglas Police Department provides police pro-
tection to both cities, with Saugatuck purchasing
protection in that city at a cost of $523,525 in 2012.
The police expenditures reported in Douglas’ annual
report include both the amount received from
Saugatuck and the city’s own general fund contribu-
tion to provision of this service.  Rather than adding
the amounts reported by the two cities, the amount
reported by Douglas as total police expenditures is
used, $940,606.

This amount also grossly overstates general opera-
tions for Saugatuck because it includes an excep-
tional $10.3 million grant funded expenditure for
capital outlays.  To get a better picture of total spend-
ing, capital outlay expenditures were removed from
the totals for both cities, leaving total spending of
$3,285,655.

Based on comparisons with peer cities with popula-
tions of 2,000 to 4,500 residents, the assumed lev-
els of spending for a merged city are expected to
bring in savings $561,691.    This is equal to 17.1
percent of the $3.3 million total expenditures for the
two cities (not including the grant-funded $10 mil-
lion capital expenditure Saugatuck made in 2012).

The $561,691 total savings is equal to 8.7 percent
of the $6,465,596 that is the sum of total expendi-
tures by the two cities and total expenditures by
special authorities that serve the people and prop-
erties in Saugatuck and Douglas (and Saugatuck
Township for some services).

The majority of the savings would come from stream-
lining operations of the city manager’s, treasurer’s,
and clerk’s offices.  Savings can also be expected by
consolidating the public works departments and from
funding the cost of one city council instead of two.

Michigan local governments have very few options
available to them to raise significant amounts of fund-
ing, and so it is presumed that the consolidated city
will operate within that model.

The only assumption made here is that the reduced
cost of city operations will be used to reduce the
property tax rates that yield the revenues needed to
fund government.  City leaders could choose to use
the funding for other purposes, such as providing
new governmental services, expanding existing gov-
ernmental services, or making capital improvements
to improve the city.

The revenue sharing payments from the state are
based largely on the populations of the local gov-
ernment.  A consolidation of the two governments
would result in a simple arithmetic addition of the
populations of each city to create a combined popu-
lation.  The merged city would not cross any thresh-
olds to meet any other conditions that would result
in more revenues from state revenue sharing as a
merged unit than the aggregate of what the cities’
receive as individual units.

The tax rates currently levied by the two cities are
close enough to equal that a merger of the two gov-
ernments should have a nearly equal affect on tax-
payers, regardless of which city they currently are
located within.  Currently, Saugatuck levies 15.1830
mills as a tax on properties in the city.  (One mill of
tax is equal to a dollar of tax per every $1,000 of
taxable value.)  This rate is comprised of 12 mills for
operations, one mill for road improvements, and
2.1830 mills to finance the principal and interest on
outstanding debt (13.000 mills not counting the debt
levy).  Douglas levies 13.0818 mills for operations
of the city.

Those tax rates yield over $3.3 million in tax rev-
enues, $1.8 million (54 percent) is collected by Dou-
glas and $1.5 million (46 percent) by Saugatuck.
Translating the $561,691 of projected expenditure
reductions into tax savings, it is expected that a tax
rate of only 10.7 mills would be needed to yield the
revenues needed after the receipt of intergovern-
mental revenues, charges on services, and the other
revenue sources.  For a property valued at $500,000
($250,000 in taxable value) in Douglas, the lower
tax rate would result in about $576 a year in savings
on city taxes.  For an equally valued property in
Saugatuck, the lower tax rate would result in about
$556 a year in savings.
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One-Time (or Short-Term) Costs

Whether in the public or private sectors, mergers
and consolidations create costs above those experi-
enced during the regular course of business.  The
costs will be one-time expenses or short-term ex-
penses incurred by Saugatuck and Douglas in pre-
paring for the merger, by the new city in beginning
operations, and by residents, businesses, and prop-
erty owners in these jurisdictions.

For For Saugatuck and Douglas, the one-time or
short-term costs are expected to involve:
• the cost of conducting elections
• the cost of hosting and providing technical

support to a charter commission,
• moving costs, and
• the cost of archiving city records.

For the new city, the one-time or short-term costs
can be expected to involve:
• the cost of branding and creating a new look for

the city;
• legal costs for negotiating new contracts for the

contractors, labor unions, and inter-local
agreements;

• the time and legal support needed to draft or
merge the city ordinances;

• the cost of recreating the historic district;
unemployment compensation costs for displaced
workers; and

• costs for consolidating and integrating the two
cities’ operating systems.

These costs for Douglas and Saugatuck can be
expected to run in the hundreds of thousands of
dollars.  The cities will incur costs related to the State
Boundary Commission process and costs of merging
operations if the merger is approved.

The cities should not be expected to absorb these
costs on their own.  CRC recommends that the cities
immediately begin taking appropriate steps to apply
to the Michigan Department of Treasury for a Com-
petitive Grant Assistance Program (CGAP) grant.
According to the CGAP website, the program is de-
signed “…to stimulate smaller, more efficient gov-
ernment and encourage mergers, consolidations, and
cooperation between two or more qualified jurisdic-
tions. The grants are to offset the costs associated
with mergers, interlocal agreements, and coopera-
tive efforts for cities, villages, townships, counties,
school districts, and intermediate school districts that
elect to combine government operations.”

ix
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CCCCConclusiononclusiononclusiononclusiononclusion

Douglas and Saugatuck are two cities unlike most
others in the state.  Plenty of Michigan’s urban cities
share common borders and collaborate to varying
extents to provide services and serve their residents.
Michigan also has a multitude of small cities located
amongst sparsely populated townships.  Very few of
Michigan’s non-urban cities are conjoined with an-
other city and share an identity, service delivery re-
sponsibilities, and stewardship responsibilities for
natural resources as do Douglas and Saugatuck.

Governance and the provision of services by Dou-
glas and Saugatuck are not terribly inefficient in their
current configuration.  The two cities have been able
to artificially create structures to act as a single gov-
ernmental entity, with or without Saugatuck Town-
ship, because of laws that Michigan has enacted over
the years to enable joint land use planning, joint
stewardship of natural resources, and collaboration
in the delivery of municipal services.  The expendi-
tures made by these special authorities created by
inter-local agreements comprise nearly half of all the
total expenditures for service provision for the people
and properties in Douglas and Saugatuck.  The
tradeoff is diminished accountability for those items.

As others have before us, CRC estimates that more

than $500,000 in savings can result if consolidation
does occur.  This is equal to 17.1 percent of the $3.3
million total expenditures for the two cities (not in-
cluding the grant-funded $10 million capital expen-
diture Saugatuck made in 2012).  The savings result
from elimination of one of two city managers, city
treasurers, city clerks, and other officers.  It results
from the achievement of economies of scale in the
operations of these offices.  And it results from con-
solidating the public works departments to stream-
line their operations.  This level of savings trans-
lates into a tax rate of 10.7 mills and a savings of
about $270 per person in the two communities.  For
a property valued at $500,000 ($250,000 in taxable
value) in Douglas, the lower tax rate would result in
about $576 a year in savings on city taxes.  For an
equally valued property in Saugatuck, the lower tax
rate would result in about $556 a year in savings.

The cities can expect some disruption and one-time
costs if consolidation occurs.  This can be expected
with any consolidation, public or private.  The elec-
tors of the two communities need to evaluate
whether the short-term costs are outweighed by the
long-term improvements in governmental services
that can be expected.

x
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ing townships of Leoni, Summit, and Blackman
failed.

• In the 1980s in Calhoun County, the City of Bat-
tle Creek successfully annexed Battle Creek Town-
ship in whole.

• 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.

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

• In 2012, the residents of Onekama, in Manistee
County, voted against dissolving the village to
move all governance and service provision to the
township.

Thus, there is not a lot of evidence from past expe-
riences for proponents, opponents, or interested cit-
izens to rely on for evaluating the changes proposed
for the Saugatuck and Douglas communities.

In anticipation of the pending referendum on the
proposed merger of Saugatuck and Douglas, those
two cities governments have asked the Citizens Re-
search Council of Michigan to investigate issues
brought about by consolidation and describe how
the finances of a merged city would differ from that
of the two cities operating independently.

Residents of the City of the Village of Douglas, the
City of Saugatuck, and Saugatuck Township have
circulated petitions calling for the consolidation of
these governments.  Earlier in 2012, those petitions
were submitted to the State Boundary Commission
who approved the process moving forward but only
as a merger of the two cities.  As is their prerogative
under the State Boundary Commission law, oppo-
nents to the merger of these two cities then circu-
lated their own petitions calling for a referendum to
be held on the proposal before any further actions
are taken to draft a city charter or advance toward
consolidation in other ways.

Michigan has very little experience with consolidat-
ing local units of government.  Much of the history
of local government in the state has been character-
ized by a period of division and a process of
balkanization as small geographic areas and small
populations incorporated as independent cities and
villages to allow self governance and provide mu-
nicipal government services.  Limited efforts to undo
this balkanization and create larger municipal gov-
ernments have been tried in recent times.

Other than a few failed efforts to disincorporate vil-
lages, efforts to consolidate local governments have
been limited to:

• In the 1960s, an attempt to merge the City of
Jackson, in Jackson County, with the surround-
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Saugatuck and Douglas are two small cities in Allegan
County adjoined by a common border.  They are
located along Lake Michigan about 10 miles south
of the City of Holland and about 20 miles north of
the City of South Haven.

Like many Michigan communities, the geography of
the area helps to define these cities.  The Kalamazoo
River and Kalamazoo Lake separate the two cities
as well as parts of the City of Saugatuck.  Both cities
offer lake front properties, boat access to Lake Mich-
igan, and both provide beaches for fun in the sun.
The Saugatuck Dunes, just to the north of the two
cities, draws people to the area for other types of
recreational opportunities.

Although the two cities each have long histories as
logging centers, fruit producers, vacation destinations,
and attraction for artists, the two cities have main-
tained separate identities.  Each community incorpo-
rated as a village at about the same time: Saugatuck
in 1868 and Douglas in 1870.  Saugatuck converted
from a village to a city in 1984; Douglas just recently
converted to a city in 2004.

Two Relatively Small Governments

The populations of the two cities have been fairly
stable for many years (See Chart 1).  As far back as
1970, Saugatuck’s population was 1,022 residents.
In 2010, Saugatuck’s population was 925.  Douglas’s
1970 population was 813 residents; in 2010 it was
1,232.

Michigan local governments are generally charac-
terized as a quilt of sparsely populated governmen-
tal units.  Almost 30 percent of all Michigan cities,
villages, and townships have populations of less than
1,000 residents.  More than 80 percent of all Michi-
gan local governments have populations of less than
5,000 residents.

This is especially true for villages (99 percent with
less than 5,000 residents) and townships (85 per-
cent with 5,000 or less), but it rings true for cities as
well with 48 percent of all cities having populations
of less than 5,000 residents.  While the average pop-
ulation among the 50 largest Michigan cities is more
than 70,000 residents, the drop off after that is stark.

Chart 1
Douglas and Saugatuck Population, 1970 - 2010
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1) About Douglas and Saugatuck
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Even in this context, Douglas and
Saugatuck stand out as cities with
very small populations.  With a pop-
ulation of 1,232 in 2010, Douglas
ranks 251st in population size among
the 275 Michigan cities.  Saugatuck
ranks 259th, with a population of 925
residents in 2010. (See Chart 2.)

Summer Population

Located on the shores of Lake Mich-
igan, the cities of Saugatuck and
Douglas were able to stake a claim
as early as the turn of the last cen-
tury (1880s and 1890s into the early
1900s) as a summer destination.
People from the Chicago and St.
Louis areas found it easy to travel
around the southern tip of Lake
Michigan, or travel across the lake,
for summer homes in Douglas and
Saugatuck where natural breezes
coming off the lake helped to mod-
erate the temperatures.  Over the years the com-
munities have become a worldwide attraction for
people with summer homes, and for tourists who
appreciate the cities’ beaches, dunes, and art shops.
For these reasons, like many of the lakeside and
northern communities, Saugatuck and Douglas have
summertime populations that are much larger than
their winter populations.

Being a summer destination has benefits and draw-
backs for the cities.  The primary benefit is that peo-
ple have paid dearly to own properties in and around
these cities.  Unlike the downtowns in other Michi-
gan cities that have suffered from business reloca-
tions and closures during the economic malaise that
settled upon Michigan during the past decade, these
downtown business districts enjoyed close to full oc-
cupancy.

The downside is that the cities must budget, staff,
and design their operations to meet the needs of
two populations: winter and summer.  The winter

populations are something less than the resident
populations counted in the census: many of the
working age residents are at their workplaces dur-
ing daylight hours (not all of which are in Douglas or
Saugatuck), few visitors come to the area, and many
“snowbirds” have gone south to warmer climates.
When the population spikes in the summer, the non-
year-round residents have different characteristics
and needs: they tend to be more transient, expect
ready access to restaurants, beaches, and shopping,
and are there for vacationing.

The consequences of these differences for the pro-
vision of city services and functions are varied.  More
resources are needed for services such as public
safety and recreation than the geographic area or
residential population would dictate in the summer
months when the number of people drawing upon
those services increase.  Conversely, the resources
needed to finance functions and responsibilities of
the city clerk and treasurer remain relatively stable
regardless of population fluctuations.

Chart 2
Michigan Cities (other than Detroit) by Population, 2010
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Similarities and Differences

Because there have been so few consolidations of
local governments in Michigan, it is difficult to iden-
tify the factors that work for or against successful
consolidations.  The following is a list of factors that
have been identified as potentially meaningful in-
clude:

• It is suspected that similarities or differences of
the people in each jurisdiction matter – people
often attempt to be near others with similar val-
ues or characteristics.

Both Douglas and Saugatuck have about 1,000
residents.  Data collected in the 2010 Census
shows that the populations of both Saugatuck
and Douglas are more than 95 percent white.
Both cities have become homes for “baby
boomers;” roughly 40 percent of the populations
of both cities are between 50 and 70 years old.
A little more of Saugatuck’s population is of work-
ing age than Douglas’ (20 to 60 years of age)
and a little more of Douglas’ population is be-
yond 70 years old than Saugatuck’s.

• It is suspected that similarities or differences in
the tax base and tax effort matter.  Would
consolidation result in higher tax rates for
residents of one of the communities?  Would the
wealthy tax base of one community be used to
support the services and benefits of another
community?

As is shown in the report, Douglas’ and
Saugatuck’s tax base and tax effort are very sim-
ilar.  Douglas has 51.1 percent of the aggregate
tax base of the two cities; Saugatuck 48.9 per-
cent.  Saugatuck levies just over 15 mills for prop-
erty taxes (12 for operations, 1 for roads, and
2+ for debt); Douglas levies just over 13 mills.

Additionally, both cities – with or without
Saugatuck Township – already jointly finance
many of the municipal services provided to the
residents of the two cities, including police, fire,
library, transit, water and sewer, and the harbor.

• It is suspected that similarities or differences in
the services provided matter.  Would consolida-
tion result in the addition of new services for
one or more communities?  Would it result in
the loss of valued services for a community?  Or
would it result in a change in the level of servic-
es for any communities?

The menu of services provided to residents of
Douglas and Saugatuck are very much alike with
the more costly services already jointly provid-
ed.  The close proximity and inter-dependence
of the two cities means that residents of both
communities benefit from uniquely provided ser-
vices, such as Oval Beach as an attraction and a
place for recreation.

• It is suspected that past relationships of munic-
ipal leaders matter – consolidations are thought
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to be more likely to occur if the present leaders
of each community can amicably work toward
that goal.

The long list of jointly provided services and close
working relationships between the administra-
tions of Saugatuck and Douglas serves as a tes-
tament to the amiable relationship of elected and
appointed officials.

• It is suspected that opportunity for a well-bal-
anced community is a consideration for voters.
Would a merger into a single entity create a stron-
ger and more diversified tax base than the indi-
vidual governments have independently?  Would
a merged government be better suited to make
land use decisions than the two individual gov-
ernments?  Would a merged government be bet-
ter at attracting social and economic develop-
ment than the individual governments?

Both Douglas and Saugatuck have a strong tax
base and the two cities work with surrounding

communities for social and economic develop-
ment.  It is hard to make the case that consoli-
dation of the city governments will improve these
functions.  It is possible to argue that land use
planning could be improved if the cities are
merged.

• It is suspected that opportunities for savings and/
or service improvements are important consid-
erations.  Would consolidation result in savings
that could be reflected in reduced taxes?  Would
residents receive better governmental services
for the same price?  Is it worth the effort?

The report that follows shows that consolidation
would provide some opportunity for savings and/
or service improvements, but those opportuni-
ties are limited because so many of the munici-
pal services – especially the costly capital inten-
sive services – are already provided jointly.
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To consider the pros and cons of the proposed con-
solidation of these two cities the analysis that fol-
lows will look at issues related to:
A) land use planning, zoning and stewardship of

natural resources;
B) merging the city charters and city ordinances;
C) payment of the cities’ indebtedness;
D) real and personal properties owned by the two

cities;
E) the need to maintain public records;
F) city employees;
G) accounting for public utilities and public servic-

es;
H) the cities’ special districts;
I) the special authorities to which either or both

cities are participants;
J) changes to care of roads, sidewalks, and public

easements that could come from consolidation;
K) an estimate of the fiscal impact from consolida-

tion; and
L) projected changes to property values, public ser-

vice levels, or costs that could result from con-
solidation.

A. Planning and Zoning

Governmental functions that benefit from being done
over larger geographic areas include land use plan-
ning, zoning, and stewardship of natural resources.
These are functions inherent in the fundamental roles
of government for which it is difficult to show evi-
dence of tangible monetary or operational savings
that would result from the consolidation of two small,
relatively stable communities such as Saugatuck and
Douglas.

Efforts such as joint master planning and a multi-
jurisdictional harbor authority reflect efforts to arti-
ficially create what would exist if a community was
governed by one government instead of two or three
entities.  The result of the efforts in fact resemble
what residents, visitors, and businesses could ex-
pect to get from a single governmental entity, but
the tradeoff is diminished accountability.  Instead of

the directly elected government officials setting di-
rection and carrying out these responsibilities, they
are being done by individuals appointed to repre-
sent each jurisdiction.  Instead of electing a differ-
ent candidate if you disagree with the land use or
harbor plans, the residents of these communities
must work through their legislative bodies (city coun-
cil or the township board) to bring about change.  A
merger of Saugatuck and Douglas would not likely
result in much land use change that is noticeable to
the average resident, but it could straighten the lines
of accountability for carrying out these functions.

Land Use Planning

Michigan’s state laws and best practices in urban
management support local governments, indepen-
dently or jointly with neighboring municipalities,
engaging in land use planning.  The process of cre-
ating such land use plans draws together the gov-
ernments’ operations and the public’s aspirations for
their community.  Once established the plan pro-
vides guidance for future decision making and ser-
vice delivery by the governmental entity.

Because of the plethora of small local governments
in Michigan and because some land uses have ex-
ternalities (e.g., the smells of trash dumps), several
communities have opted to engage in joint planning
with their neighboring communities.  A benefit of
planning jointly is that the desirable and less desir-
able land uses can be spread evenly across the plan-
ning region.  A danger with any joint master plan is
that individual communities may be forced to sur-
render some of their unique characteristics in com-
promises that might be necessary for creation of such
a plan.  Or, to maintain that individual identity, such
a plan might end up being so ambiguous and wa-
tered down that it does not provide any of the par-
ticipating communities with the specifics they need
to provide direction on economic development and
land use planning within their jurisdictions.

The City of Saugatuck, the City of the Village of Dou-
glas, and Saugatuck Township have some history of
working together and collaborating to jointly pro-
duce area-wide master plans.  The first effort to cre-

2) Operations of the Governments
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ate a joint plan occurred from 1987 to 1989.  That
document was updated in a multi-year process that
culminated with adoption of a revised plan in 2005.

The 2005 update to the Tri-Community Comprehen-
sive Plan provides that sub-area plans will be adopt-
ed to address these potential weaknesses of the joint
plan.  Adoption of these sub-area plans, which re-
main a work in progress, will allow each community
to better address their own needs, cultures, charac-
teristics, and growth goals within the context of the
entire region.

Given the existence of this working plan, the pro-
posed merger of the cities of Saugatuck and Dou-
glas can bring only marginal improvement to land
use planning and coordination of zoning in the re-
gion.  It is foreseeable that a merged city would
continue to respect the independent identities of
what is currently Saugatuck and what is currently
Douglas, at least in the short term.  It also is fore-
seeable that a merged city will continue to collabo-
rate with, maintain a joint master plan with, and
take efforts to support Saugatuck Township.  To
that end, it could be expected that a master plan
adopted after the merger of Saugatuck and Dou-
glas would still have fewer specific details than if
such a document were written independently for
the new merged city.

Natural Resource Stewardship

The Saugatuck/Douglas area is blessed with an abun-
dance of natural resources: Kalamazoo Lake, the
Kalamazoo River, sand dunes, beach acreage along
Lake Michigan, and access to Lake Michigan itself.
Although adjoining municipalities and the federal,
state, and county governments all play significant

roles in stewardship of those resources, ultimately it
is Saugatuck and Douglas that are responsible for
much of the investment of resources and actual work
in maintaining these natural resources for the bene-
fit of the area.

Stewardship of natural resources can be done by
multiple jurisdictions.  However, those natural re-
sources sometimes suffer when attempts are made
to maintain resources in this way.  As an example,
the Saugatuck-Douglas Harbor Planning “Frequent-
ly Asked Questions” page on the City of Saugatuck
website identifies the lack of clear responsibility for
certain tasks to have been one motivation for creat-
ing the Harbor Authority.  Like many other lakes and
ports throughout Michigan, Kalamazoo Lake and the
Kalamazoo River suffer from low lake levels and in-
creased soil sediment accumulation.  The website
explains that these natural phenomenon were exac-
erbated by “the lack of a central agency that is
charged with providing clear markers to designate
the location of the river channel.  As a result, boat-
ers who do not know our harbor well would often
have a poor experience trying to navigate the shal-
low waters.  Some of these visitors have chosen not
to return to the area due to the inconvenience.”

The proposed merger of Douglas and Saugatuck can
marginally improve stewardship of the Kalamazoo
River and Kalamazoo Lake.  Merger will provide a
clearer line of responsibility and simplify procedures
when coordinating actions with the federal, state,
and county governments or when working with
neighboring local governments.  Because the Har-
bor Authority is relatively new, it is difficult to quan-
tify how much difference a merger would make com-
pared to the status quo of working through the
authority.
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B. City Charters and Ordinances

Residents and businesses interact with city govern-
ments in two ways: 1) the municipal services they
receive and 2) the laws and rules that affect the
interaction between people and their ability to use
their properties.

A city charter is a basic law formulating the govern-
ment for a city that, within the limitations of the
state constitution and legislative enactments, estab-
lishes the framework of government, defines pow-
ers and duties, and identifies the rights and respon-
sibilities of a city in fulfilling the needs of its citizens.

Ordinances provide substance and detail to charter
provisions and establish laws that apply within the
municipal boundaries.  They must be consistent with
applicable local, state, and federal laws and consti-
tutions.  Because Michigan is a strong home rule
state, local governments are given wide latitude to
establish ordinances.

Douglas’ and Saugatuck’s city charters and ordinanc-
es are compared to identify similarities and differenc-
es.  It is suspected that commonalities in these docu-
ments should make a merger easier to accomplish
without either community feeling that its identity would
be compromised as a result.  Existing differences re-
flect values unique to a singular entity.  Voters will
have to judge the importance of those differences
and whether the risk of changes is outweighed by
the other potential benefits gained in consolidation.

City Charters

If the electors in each city vote in the affirmative at
the November referendum on a merger of the two
cities, the next step will be election or appointment
of charter commissioners for purposes of drafting a
charter for a combined city.  That proposed charter
will have to come before the electors for approval
before a merger of the two cities can proceed.

Voters and potential charter commissioners will find
that the existing city charters for Saugatuck and
Douglas are very similar.

Although the Douglas and Saugatuck city charters
each currently define their city as one ward for pur-

poses of organization and elections, drafters of a
city charter for a combined city may wish to devote
extra attention to whether a combined city should
be a single ward.  It is possible that residents will
seek assurances that their interests will continue to
be represented in a new city that doubles the geo-
graphic size and population of the current cities
through the city charter.  Other Michigan cities of
roughly 2.9 square miles and 2,000 residents are
almost universally one ward, however, dividing the
new city into wards would assure that interests from
all sections of the city are represented and services
are uniformly provided throughout the city.

The sections of the city charter that define the gener-
al powers of each city are identical.  The city charters
have identical sections on intergovernmental relations/
cooperation.  The charters have no substantial differ-
ences in the articles on elections.  The only item of
significance being that candidates for office in Dou-
glas must circulate nominating petitions that garner
at least 25 signatures, in Saugatuck the minimum
number of signatures on a nominating petition is 20.

The city charter articles defining the organization of
the governments are similar.  Both city charters pro-
vide for city-manager, non-partisan forms of gov-
ernment.  Each provide for seven-member city coun-
cils.  Both provide that the city councils will select
mayors and mayors pro-tem from among their mem-
bers.  In order to run for elective office in Douglas, a
candidate must have been a city resident for at least
one year; a candidate must have been a city resi-
dent for a minimum of six months in Saugatuck.  The
city council members in both cities serve a maxi-
mum of two-year terms, with four councilpersons
elected one year, and three elected the next year.

The city charter provisions defining the functions and
duties of the city managers are almost word for word
identical.  Likewise, the provisions detailing the func-
tions and duties of other city officers are substan-
tially alike.

Both city charters allow for initiative processes for
citizens to introduce city ordinances.

Charter provisions relating to the operations and fi-
nances of the cities are substantially alike.  Both
cities operate with fiscal years that run from July to
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June.  The Douglas city charter provides authoriza-
tion to levy property taxes at higher rates than is
authorized in Saugatuck, but this difference is cur-
rently inconsequential because neither city is levy-
ing property taxes at the maximum authorized rates.
The Douglas property tax rate is limited to 20 mills
and the Saugatuck rate is limited to 17.5 mills.  Oth-
er provisions in the city charters that are almost iden-
tical relate to finance, special assessments, franchises
and purchasing.  The Douglas city charter has more
detail than Saugatuck’s charter on bonding authori-
ty and procedures, but the substance produces the
same results.

Codes of Ordinances

City ordinances are laws and regulations that apply
only within the jurisdiction of the municipality that
adopted them.  They are adopted by the local govern-
ing body and must comply with federal and state laws.

The Codes of Ordinances adopted by the cities of
Saugatuck and Douglas are very much alike.  Only
about twenty percent of the ordinances are unique
to one city or the other or differ in substance.  The
relative importance of these sections can only be
judged by those affected by them.  The common
chapters in the two cities’ ordinances address ad-
ministration of the city governments; general regu-
lations; criminal offenses; and other topics.

The ordinance provisions unique to Saugatuck ad-
dress snowmobiles, skateboards, garage sales, hawk-
ers and peddlers, taxicabs, offenses against the per-
son, historic district regulations, subdivision
regulations, and parks and recreation.

Ordinance provisions unique to Douglas address the
Downtown Development Authority, city property,
municipal civil infractions, bicycles and motorcycles,
human relations, and cable communication.

Examination of the city ordinances also identified a
number of provisions that differ to varying degrees.
(The following discussion of differences relates to
their appearance in the codes of ordinances.  It is
not meant to infer degrees of importance.)

Special Assessments.  The provisions are nearly
identical.  Saugatuck ordinances allow for special

assessments for single lot improvements.  Douglas
ordinances allow for special assessments for haz-
ards and nuisances.

Finances.  The Saugatuck ordinances provide for a
payment in lieu of taxes from the Olde Mill Apart-
ments.  The Douglas ordinances include a section
on investment policy.

Both sets of ordinances entrust purchasing decisions
to the city managers within certain limits.  The ordi-
nances differ in the monetary levels at which the
city managers must either consult with the city coun-
cils or seek their approval to make purchases.

Water Service.  About half of the cities’ ordinanc-
es related to water service/regulations are alike.  Both
delegate rule-making authority to the Kalamazoo
Lake Sewer and Water Authority Board.  The Water
Connection Equivalent User Factors are identical.
Also, the sections with policies about existing con-
nections and restricting the public system during
times of scarcity are similar.  The differences in the
water ordinances are that,
• Saugatuck describes meters and their usage;
• Douglas has rejected the addition of fluoride into

the public water supply;
• Douglas prohibits anyone from turning on/off any

water connecting or supplying pipe at the curb box
line without written permission from the city; and

• Douglas has specific section for connections un-
der the KLSWA.

Alcoholic Beverages.  While both cities include sim-
ilar headings within these chapters, Saugatuck has
considerably more regulations, fines, and specifica-
tions (11 pages versus 2 pages for Douglas) related
to alcoholic beverages.  Douglas does not list out
punishment toward minors if they violate rules of
possession, purchase, or consumption.  Additionally,
Saugatuck has a section for Special Events Licenses.

Nuisances.  Both cities have similar limitations about
certain sounds (animals/birds, musical/sound produc-
ing devices, horns/signal devices, construction noises),
and respecting certain community locations (churches,
schools, Saugatuck hospital, Douglas court house).  The
differences in the city ordinances relate to,
• the types of nuisances – Saugatuck includes limits
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on bill posting, handbills, and littering; and mea-
surement of noise nuisances – Douglas includes
a table for measuring sound levels;

• restrictions – Saugatuck does not allow for any
shouting or whistling on public streets, whereas
Douglas only restricts shouting or whistling be-
tween 10pm and 7am if it does not unreason-
ably upset the peace;

• exceptions to nuisance ordinances allowed –
Douglas accounts for five more allowable instanc-
es than does Saugatuck; and

• provisions for grass and weeds – both cities have
limits on the height of such vegetation but Saugatuck
defines nuisance growth 16 inches and Douglas does
so at 12 inches.   Douglas prohibits certain weeds/
poisonous plants grown on property.

General Business Regulations.  The general busi-
ness regulations provisions are distinctly different for
each city.  The Saugatuck ordinances cross-reference
four kinds of licenses (garbage collector, mechanical
amusement devices, public entertainment, and spe-
cial event liquor) that are located in other chapters.
The ordinances list regulations and penalties, but do
not mention any kind of registration procedure.  The
Douglas ordinances specifically explain the registra-
tion process and provide for motor scooter rentals,
but do not specifically address business regulations.

Disorderly Conduct / General Offenses and
Offenses Affecting Governmental Functions.
These chapters are completely identical except for
one key difference: Saugatuck includes a Non-Dis-
crimination Ordinance with certain exemptions and
avenues for complaint.  Offenses in both cities in-
clude: window peeping, begging, spitting, false alarm
of a fire, resisting or impersonating officers, and
obstructing or disobeying firefighters.

Watercraft.  A provision in the Saugatuck ordinanc-
es deals mainly with regulations for watercraft us-
age.  The provision restricts operation while under
the influence and at night (one hour after sunset to
one hour before sunrise) without proper lighting.  The
Saugatuck ordinances limit water traffic speed on
the Kalamazoo River within the city; warn against
reckless operation and endangerment of others; re-
quire accidents to be reported and parties assisted;
restrict watercrafts from anchoring in the Kalamazoo

River within city limits; specify conditions for surf-
boarding and water skiing; and hold owners liable
for their watercraft and its use.  The Douglas ordi-
nances do not go into as much detail and are re-
stricted to display of light required in darkness or
low visibility, and speed regulations.

Garage Sales.  The Saugatuck ordinances specify
that garage sales require a permit issued by the City
Clerk which is obtained with an application and fee
(refunded if all signs advertising the sale are removed
within 48 hours of the sale).  This permit must be
displayed in a place visible from the street.  Non-
compliance is subject to a penalty each day.  The
Douglas ordinances do not address garage sales.

Hawkers and Peddlers.  The Saugatuck ordinanc-
es regulate hawkers and peddlers in an effort to pro-
mote public health, safety, and welfare for the city.
To engage in this form of commerce, permission is
required in the form of a license from the City Clerk
after completion of an application, and submission of
a bond and certificate of insurance.  The Chief of Po-
lice is required to investigate the applicant and their
business.  Individuals are restricted from certain public
areas or from using loud noises/speakers. The Dou-
glas ordinances do not address hawkers and peddlers.

Taxicabs.  The Saugatuck ordinances outline the
city’s policies regarding taxis, rate fares, licenses,
insurance, and conduct of drivers.  They provide for
penalties for driving under the influence, using the
vehicle for immoral purposes, overcharging, and fail-
ing to notify the police of any accident. The Douglas
ordinances do not address taxicabs.

Recap.  Reconciling the ordinances for Saugatuck
and Douglas should not be too difficult in terms of
volume of content.  Most of the ordinances are ei-
ther identical or substantially alike to a sufficient
extent that much of the work of merging the two
documents could be done in short order.  The bal-
ance of the two cities’ codes of ordinances differs in
topics addressed and/or the city’s approaches to reg-
ulating activities such that some debate will be re-
quired to reach middle ground.  The differences are
not so significant that one would think middle ground
is inconceivable, but the development of a character
and feel for a new city will require that certain ordi-
nance-related issues receive careful consideration.
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C. Payment of Indebtedness

Just like in a marriage or a corporate merger, the
consolidation of governmental entities requires a plan
for repaying the indebtedness that each party brings
to the merger.  Local governments incur different forms
of debt and make varying types of pledges to credi-
tors that confound any efforts to formulate a one-
size-fits-all approach to dealing with these obligations.

Summary of Debt Obligations

The cities of Saugatuck and Douglas each have long-
term debt obligations that will carry over if the two
cities decide to consolidate.  Douglas’ debt comes
from two loan agreements, capital improvement
bonds, a litigation settlement, and compensated
absences.  By the end of this year the city should
have paid off the remaining balance on the litigation
settlement.  The two loan agreements listed in Ta-
ble 1 relate to amounts borrowed for upgrades to
the Douglas City Hall.  Its total debt amounts to
$954,651 and is scheduled to be paid off by 2021.

Saugatuck has much more debt, mostly in the form
of general obligation tax bonds.  By 2014 the city
will pay the last of its debt that was issued for the
Allegan Sanitary Sewer System.  The city’s remain-
ing obligations thereafter are for compensated ab-
sences and an unlimited general obligation tax bond
for city street and infrastructure projects.  The city
street and infrastructure bond debt is currently over

$3.4 million and is scheduled to be paid off by 2028.

Payment of Indebtedness

The two cities combined have over $4.66 million in
long-term debt, 80 percent of which is owed by the
City of Saugatuck.  The repayment of that debt oc-
curs with regular payments on the principal and in-
terest required in legal covenants.  The total princi-
pal plus interest that will retire current debt
obligations equals $6,026,571 (See Table 2).

Municipal bonds generally are created in two differ-
ent forms: 1) general obligation bonds and 2) reve-
nue bonds.  General obligation bonds are backed by
the full faith and credit of the issuing government –
meaning the government promises to use available
resources to meet its obligations.  General obliga-
tion bonds can be further delineated into a) unlimit-
ed tax obligation bonds and b) limited tax obligation
bonds.  Unlimited tax general obligation bonds are
secured by the issuer’s taxing power as limited by
statue and constitutional law.  They generally must
be approved by the electorate and can be repaid
using any general source of revenue available to the
municipality.  Limited tax general obligation bonds
are those that are secured by limited taxing pow-
ers—limited to certain revenue sources and maxi-
mum property tax millage amounts.

Revenue bonds are issued for either project or en-
terprise financings in which the bond issuers pledge

Table 1
Long-Term Debt as of June 30, 2012

Douglas Saugatuck Pay -off Date
Allegan Sanitary Sewer System Bonds  $ 225,000 2014
City Street & Infrastructure Bonds  $ 3,460,000 2028
Loan Agreement  $ 128,010 2021
Loan Agreement  $ 208,933 2017
Capital improvement bonds  $ 285,000 2020
Litigation settlement  $ 223,511 2013
Compensated Absences  $ 109,197     $ 22,621

Total  $ 954,651  $ 3,707,621

Source: Douglas and Saugatuck’s Comprehensive Annual Financial Reports.
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to the bondholders the revenues generated by the
operating projects financed.  They can include wa-
ter and sewer bonds to be repaid with the fees
charged to users of that system and bonds issued
against a particular revenue source, such as bonds
for which tolls from bridge crossings are pledged to
repay the borrowing to build that bridge.

To the extent possible, Douglas and Saugatuck each
should endeavor to repay their outstanding obliga-
tions before consolidation takes place, if the people
of those cities choose to merge the two cities.  The
compensated absences and the loan agreements
would be prime candidates for early repayment, if
the funds are available and if the legal wording in
those borrowings so permit.

Beyond that, it cannot be stated with certainty where
the obligation to repay outstanding debt will fall – on
the taxpayers across the merged city; on the proper-
ty owners in the current city(s) carried forward; or
otherwise.  Saugatuck’s general obligation tax bond
obligates the city to collect tax revenues in addition
to those levied for general operations to fund the prin-
cipal and interest on those notes.  The Bond Autho-

rizing Resolution adopted by the city on March 23,
2009, authorizes the City of Saugatuck to levy, in ad-
dition to other taxes which the city may be autho-
rized to levy, “ad valorem taxes on all taxable proper-
ty within the boundaries of the City without limitation
as to rate or amount to the extent necessary to pay
the principal and interest on the Bonds when due.”

Neither that Bond Authorizing Resolution nor the
bond itself contemplated that a consolidation with
Douglas would be considered and neither contain
any language which addresses what should happen
in the event of the consolidation of two cities.

The history of municipal consolidations in Michigan
is very limited.  Case law and statutory law provides
conflicting guidance on the question of whether a
newly consolidated city could, or should spread the
voted debt millage across all taxable property or
should only be spread on those properties that were
located within the boundaries of the current City of
Saugatuck.  This is a complicated legal question
which is unresolved.  Relevant law includes the Home
Rule Cities Act, the State Boundary Commission en-
abling legislation and case law.

Table 2
Debt Repayment Schedules for Douglas and Saugatuck

Percent of Debt
Douglas Saugatuck Combined Unit from Saugatuck

Total Annual Debt Service  $ 954,651  $ 3,707,621  $ 4,662,272 79.5%

Annual Debt Service
FY2013  $ 114,071  $ 302,108  $ 416,179 72.6%
FY2014  $ 113,013  $ 306,194  $ 419,207 73.0%
FY2015  $ 112,798  $ 309,710  $ 422,508 73.3%
FY2016  $ 116,346  $ 244,678  $ 361,024 67.8%
FY2017  $ 113,684  $ 255,965  $ 369,649 69.2%

FY2018-FY2022  $ 133,120*  $ 1,427,956  $ 1,561,076 91.5%

FY2023-FY2027  $ 1,712,658  $ 1,712,658 100.0%

FY2028-FY2029  $ 764,270  $ 764,270 100.0%

Total Amortized Debt Service  $ 703,032  $ 5,323,539  $ 6,026,571 88.3%

*The City of the Village of Douglas will retire all its current existing debt by 2021.

Source: Douglas and Saugatuck’s Comprehensive Annual Financial Reports.
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D. Disposition of Real and
Personal Property

The real and personal properties and other assets
of the cities include the land, buildings, vehicles,
office furniture and supplies, tools and equipment,
and other tangible and intangible materials pur-
chased or acquired using public funds by each enti-
ty.  The primary issue in the event of a merger of
two governmental entities is the oversupply of such
properties and assets.

Real Property

The land and buildings held by the two cities include
two city halls, Douglas’ police station, separate pub-
lic works facilities, several public parks, and two
beaches.

Clearly a merged city will need only one city hall.
Examination of the two facilities leaves little doubt
that the present Douglas city hall would be adopted
as the home of a consolidated government.  City
leaders could decide what to do with the present
Saugatuck city hall – the options for which would
include: selling it and using the proceeds to fund
the cost of consolidation; continuing to use it for
city purposes; or repurposing it as a library or public
meeting place.

As is explained below, no changes are expected to
police services as a result of merging the two cities.
As a result, it is not expected that the location or
size of the police station will need to change.

Each city also owns and maintains separate equip-
ment storage facilities for public works.  The aggre-
gate of the facilities maintained by the two cities is
in excess of the average of 14,000 square feet of
storage facility space maintained by a number of
cities that are comparable in size, population, and
geographic isolation from other cities or villages.  Ad-

ditionally, it is foreseeable that a merged city would
need fewer vehicles than the two cities need in ag-
gregate as independent entities, thus less space
would be required to store vehicles.  Douglas’ facil-
ities are probably better suited to meeting the needs
of a merged city.  Excess facilities may be repurposed
or sold to fund the cost of consolidation.

As a destination community for vacationers and tour-
ists, it is assumed that the cities offer the amount of
park and beach acreage desired to serve residents
and guests.  It is not assumed that any park space
should be sold off nor any beaches closed.

Equipment Needs

The cities’ personal property includes equipment
needed to perform public services such as snow plow-
ing, salting of roads, lawn mowing, and other ser-
vices.  Most of this equipment is related to services
performed by the departments of public works.  A
combined Saugatuck and Douglas city would need
fewer pieces of equipment than they now have in
aggregate.  Peer cities own the following vehicles:
four to five pickup trucks for use by the department
of public works (some of which are converted to
snow plows during winter months), one pick-up for
general city use, three to four dump trucks (some of
which are also used as snow plows), four to five
snow plows (some of which have removable plows
so the truck can serve other purposes), and two salt
spreaders.

Combining the current vehicle fleet of Saugatuck
Douglas would result in an excess supply of vehicles
relative to peer cities.  For example, the merged cit-
ies would own eight pickup trucks, three dedicated
snow plows, and three dump trucks.  The unneces-
sary or outdated city vehicles could be sold or other-
wise purged and proceeds could help to fund the
city merger.
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E. Public Records

If merger of the cities of Saugatuck and Douglas is
approved by the voters, all records from the two
cities’ histories including files, books, papers, and
electronic information, will be inventoried, copied,
and archived.

These records include materials currently maintained
by the city clerks, generally falling into the following
categories:

• Minutes, resolutions and official actions of
the cities

• Elections records
• Charters and Ordinances
• Cemetery records
• Parks
• Liquor control records
• Bills and vouchers
• Payroll records

These records also include materials currently main-
tained by the city treasurers, generally falling under
the following categories:

• Banking records
• Water and sanitary sewage disposal system

records, including bonds and bond payments

• Tax billings and payments
• Personal property tax records

Some of the above records may be kept only in
hardcopy and some may be kept electronically.

Public records are the property of the people of the
State of Michigan.  The cities are responsible for
ensuring that the public records created and received
while conducting public business are retained and
only destroyed in accordance with Michigan law.  The
existing and new cities will need to preserve and
manage the public records received in accordance
with the Records Management Manual for Local Gov-
ernments published by the Michigan Department of
Technology Management and Budget.

It is foreseeable that the basement of the Douglas
city hall could provide ample storage space for these
records.  It is not expected that the retention of
these records will provide significant additional costs
for the new city.  If merger is approved by the vot-
ers, there will be transition costs in ensuring that
records stored in the available space will not be-
come subject to water damage.  Other costs will be
borne by the cities inventorying, copying, convert-
ing files to digital form when appropriate, and mov-
ing files to the storage space.
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F. Employee Issues

As detailed below, it is expected that a merger of
the two cities will result in disruption of the munici-
pal workforces.  The cities each currently employ a
city manager, city clerk, city treasurer, and a direc-
tor or supervisor of public works.  Each city con-
tracts or employs on a part time basis an assessor, a
zoning administrator, and legal counsel.  Each of
those positions would change from two positions now
(one in each city) to one for the merged city.

Police

Douglas maintains a police department that provides
police protection under contract to Saugatuck.  Nei-
ther the population nor the geography served by
that department will be changed by a merger of the
two cities, so it will not be necessary to reorganize
the police department nor to change the staff size
of the department.

Public Works

The two cities currently maintain their own depart-
ments of public works.  Merger of the staffs of the
public works departments will create some unique
issues.  Each city employs a director to provide lead-
ership and manage the day-to-day operations of the
staffs.  Only one director will be needed.  Putting
together the two staffs would create a merged staff
of eight full-time employees, plus part-time workers
that are brought on during the summer months.
Other cities serving populations of 2,000
or more residents generally employ about
six staff members for public works.  The
DPW staffs in some of those cities also
must maintain the water and sewer ser-
vices and/or airport facilities.  It is as-
sumed that the merged Saugatuck and
Douglas would need six full-time workers

and would need to continue hiring five to seven part-
time workers during the summer months for main-
tenance of the parks and beaches.  It would not be
necessary to employ a deputy director to manage a
sub-group of the staff or to oversee management of
a particular function.

Unionization

Additionally, the issue of unionization may need to
be ironed out.  Presently, the public works staff in
Douglas is unionized and the staff in Saugatuck is
not.  This might have been a more contentious issue
a year ago, but enactment of Public Act 349 in late
2012, eliminated provisions in Michigan’s Public Em-
ployment Relations Act (PERA) making membership
in a union a condition of employment by a govern-
mental entity (except for public safety workers).  The
controversial Right-to-Work legislation allows public
employees to organize in a union for purposes of
collective negotiation or bargaining, but employees
are not required to become members or remain
members of a union or to pay dues, fees, assess-
ments, or other charges to support a union.  As a
result of this change, it is possible for part of the
staff to belong to a union while others may choose
to join the union or not based on their own self in-
terests.  As a result, it is not expected that the merged
city will necessarily have to consolidate the public
works operations into a single union or to dissolve
the union to give all workers equal status.

Table 3
Full-Time Equivalent Employees

Douglas Saugatuck
City Manager 1 1
Clerk 2 1
Treasurer 1 1
Police 9
Public Works 4 4 FT/5 PT
Economic Development 1
Recreation   1 30

Total 19 33
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G. Public Utilities and Public Services

Public utilities can include electricity, water and sewer,
gas, or other commodities.  Although it is most com-
mon in Michigan for these utilities to be provided by
private firms, local governments are authorized to
provide the utilities.  The utilities in the Saugatuck
and Douglas region are provided by private vendors
and a special authority created by interlocal agree-
ment.  The cities are not engaged in the provision of
electricity or other energy resources.

Public services can cover a wide gamut of possibili-
ties.  Again, Saugatuck and Douglas have little ex-
posure in the provision of public services.  Both cit-
ies contract with Chef Container for the provision of
garbage collection and recycling.  The beaches may
be considered a public service and those are ex-
pected to continue unchanged.

It will not be necessary for any changes to be made
with regard to the provision of public utilities and
public services if the electors in Saugatuck and Dou-
glas approve a merger of the two cities.

H. Special Districts

Douglas and Saugatuck have each created special
districts within their own boundaries for the purpos-
es of economic development.  Douglas’ downtown
development authority was created to invest in and
promote the downtown area.  Saugatuck’s historic
district is designed to preserve the unique historic
flavor of the housing stock and other resources.

Downtown Development Authority

Douglas has a Downtown Development Authority
(DDA) (Public Act 197 of 1975) in its downtown area
as an economic development tool.  DDAs raise rev-
enue for physical improvements, property acquisi-
tion, marketing, and economic development opera-
tions within the district by the use of tax increment
financing, revenue bonds, tax levies, fee collection,
and grants.  This state law allows local units of gov-
ernment to establish an authority in designated
downtown areas as a public body.  It was created by
the city council, is controlled by a board of directors
which was appointed by the city council, and has

jurisdiction for limited purposes over a district with-
in the municipality.

The issue for residents considering consolidation is
whether a merged city should have a DDA, and if
so, should it continue in its current geographic form
or assume a new form.  Clearly a new city could
create a new DDA (or other economic development
district), but it is also possible that the new city can
choose to continue Douglas’ DDA in its current form
pursuant to Section 3a of the DDA act:

If a downtown district is part of an area annexed
to or consolidated with another municipality, the
authority managing that district shall become an
authority of the annexing or consolidated mu-
nicipality.  Obligations of that authority incurred
under a development or tax increment plan,
agreements related to a development or tax in-
crement plan, and bonds issued under this act
shall remain in effect following the annexation
or consolidation.

The larger question is whether the business dis-
trict in either city would need to utilize these eco-
nomic development tools to compete with surround-
ing communities.  Balancing the needs of both
business districts will require special care by the
new city leaders.

Historic District

Saugatuck has a historic district organized under the
Local Historic Districts Act (Public Act 169 of 1970).
This state law allows local governments to create
Local Historic Districts for the purposes of acquiring
certain resources for historic preservation purposes
and to provide for preservation of historic and non-
historic resources within historic districts.  Local gov-
ernments are authorized to create a commission for
the purposes of carrying out the historic preserva-
tion powers authorized in the act.

The existence of a local historic district is a precon-
dition for local governments to capture tax revenues
to make improvements within the district under the
Historic Neighborhood Tax Increment Financing Au-
thority Act (PA 530 of 2004), but the City of
Saugatuck has not acted to use tax increment fi-
nancing for the funding of improvements within its



THE PROPOSED MERGER OF DOUGLAS AND SAUGATUCK

C i t i z e n s  R e s e a r c h  C o u n c i l  o f  M i c h i g a n 17

historic district.  The Saugatuck historic district en-
compasses about one third of the city on the east
side of Kalamazoo Lake and the Kalamazoo River
and almost all of the lakefront and riverfront prop-
erties on the east side of the water.

Again, an issue for residents considering consolida-
tion is whether a merged city should have a historic
district, and if so, should it continue in its current
form or assume a new form.  Unlike the DDA act,
the Local Historic Districts Act does not include pro-
visions under which the existing district would con-
tinue unchanged in the event of annexation or con-
solidation with another government.  A consolidated
city could go through the necessary steps to re-es-
tablish a district with the existing boundaries or
modified to include more properties, including those
that are currently in Douglas.

The current provisions of the law for establishing a
historic district from the provisions in the law that
were used to create the local historic district in
Saugatuck in 1981.  The law as originally enacted
required the municipality to “conduct studies and

research and make a report on the historical signif-
icance of buildings, structures, features, sites, ob-
jects and surroundings in the local unit.”  Under
those provisions of the law, the district could be
considered created and a commission could be ap-
pointed once that report was filed with the appro-
priate parties.

Establishment of a historic district was made more
complicated by amendments to the Local Historic
Districts Act in 1980 and 1992.  Under current provi-
sions of the act, committee membership is required
to include representation from one or more duly or-
ganized local historic preservation organizations.  The
committee is required to conduct a photographic
inventory of resources within the proposed historic
district; conduct basic research of the district and
the resources located therein; determine the ratio
of historic to non-historic resources within the dis-
trict guided in part by inclusion of resources on the
national register of historic places; and prepare a
preliminary report of the importance of the district.
The committee is required to file a final report after
holding a public hearing.
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I. Special Authorities

Both Saugatuck and Douglas are small enough that
independent provision of capital intensive govern-
mental services may be cost prohibitive.  To over-
come this problem, the cities have utilized a number
of provisions in state law to jointly provide munici-
pal services.  The long-lasting relationship between
the two governments and with Saugatuck Township
has led to the creation of a number of inter-local
agreements for the two cities or all three govern-
ments to share in the cost of providing these servic-
es.  It is not expected that any of these services will
be adversely affected by a merger of the two cities.

While there is no reason to think that the delivery
services by these special authorities will change, each
special authority is created through an inter-local
agreement.  That implies that they were created with
Douglas and Saugatuck as participants in legal agree-
ments.  The dissolution of the cities, to be replaced
by a merged city, does not suggest that the new city
will automatically become a participant to the agree-
ments.  Rather, each inter-local agreement will have

to be rewritten, even if substantially from its current
form.

The use of these various laws that authorize local
governments to jointly provide services reflect ef-
forts to artificially create what would exist if the com-
munity was governed by one government instead of
two or three entities.  The result of this collabora-
tion resembles what residents, visitors, and busi-
nesses could expect to get from a single govern-
mental entity, but the tradeoff is diminished
accountability.  Instead of the directly elected gov-
ernment officials deciding service levels, setting di-
rection, answering for service delivery problems, and
carrying out these responsibilities, governance is
entrusted to individuals appointed to represent each
jurisdiction.  Instead of electing a different candi-
date if delivery of these services is problematic, the
residents of these communities must work through
their legislative bodies (city council or the township
board) to bring about change.  A merger or
Saugatuck and Douglas would not change delivery
of these services, but it could strengthen the lines
of accountability.

Fire Protection

Both Saugatuck and Douglas receive fire
protection via an inter-local agreement
with the Township of Saugatuck Fire Dis-
trict.  The board of the district consists
of five members, two at-large members
and one member from each of the three
participating units.  While that body sets
policy for the district, the budget of the
district is determined at a joint meeting
of the three governments. The opera-
tions and capital expenditures of the dis-
trict are funded using special millages
for fire protection.  The City of Saugatuck
assists with administration of the fire dis-
trict.  It is not expected that the arrange-
ment with Saugatuck Township will be
disrupted by merging the two cities, nor
should residents and businesses expect
the cost of fire protection to be altered
because of a merger.

Table 4
Total Operating Expenditures for Local Governmental
Services Provided to Properties in Douglas and Saugatuck,
Fiscal Years Ending in 2012

Interurban Transit Authority1  $  741,641
Kalamazoo Lake Sewer and Water Authority2

Water Fund 592,785
Sewer Fund 855,973

Saugatuck Township Fire District3 628,754
Saugatuck-Douglas District Library4     360,788

Total Operating Expenses $3,179,941

Sources:
1 Interurban Transity Authority Financial Statements, www.michigan.gov/doc-
uments/treasury/037516InterurbanTransitAuth20130123_409408_7.pdf
2 Kalamazoo Lake Sewer and Water Authority Financial Statements,
www.michigan.gov/documents/treasury/037512KalamazooLakeSewer
WaterAuth20120823_396267_7.pdf
3 Saugatuck Township Fire District Financial Statements, www.michigan.gov/
documents/treasury/037515SaugatuckTwpFireDistr ict20130109
_407998_7.pdf
4 Saugatuck-Douglas District Library Audit Report, www.michigan.gov/docu-
ments/treasury/038004Saugatuck-DouglasDistrictLibrary20130211
_411264_7.pdf
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Police Protection

The Saugatuck Douglas Police Department is an
operation of the City of Douglas with whom the City
of Saugatuck contracts to provide police protection
as well.  Administration of the department is a re-
sponsibility of the City of Douglas.  Rather than need-
ing to rewrite the inter-local agreement in the ad-
vent of a city merger (as is the case for the other
services described in this section), the need for the
inter-local agreement will disappear and police pro-
tection simply will be a city service.  It is not expect-
ed that the level of policing will be altered by merg-
ing the two cities, nor should residents and
businesses expect the cost of police protection to be
altered because of the merger.

Transit

The Interurban Transit Authority provides dial-a-ride
transportation services to residents of the cities of
Saugatuck, Douglas, and Saugatuck Township.  The
authority is governed by a board that consists of six
members, with two members appointed by each of
the three jurisdictions.  It is not expected that the
Authority will be disrupted by merging the two cit-
ies, nor should residents and businesses expect the
cost of operating the service to be altered because
of a merger.

Library

The Saugatuck-Douglas Library exists as a collabo-
rative service provided by the cities of Saugatuck
and Douglas and Saugatuck Township.  Although the
library building is located in Douglas, library servic-
es are provided to residents of all three communi-
ties.  It is not expected that the arrangement for
joint provision of library services will be disrupted
by the merger of the two cities, nor should residents
expect the cost of library services to be altered be-
cause of the merger.

Water and Sewerage

The provision of potable drinking water and sanitary
sewer services in the Saugatuck and Douglas region
are provided through the Kalamazoo Lake Sewer and
Water Authority, a joint venture of Saugatuck, Dou-
glas, and Saugatuck Township.  The Authority is gov-

erned by a five-member board that is appointed by
each of the governments. The Authority was formed
to operate, maintain, administer, and manage the
water and sewerage systems located within the three
governments. It is not expected that the arrange-
ment for joint provision of water and sewerage ser-
vices will be disrupted by the merger of the two cit-
ies, nor should residents expect the cost of water and
sewerage services to be altered because of the merger.

Harbor Authority

In 2008, the two cities and Saugatuck Township
united to create a study committee to address the
problems of historically low water levels and the in-
creasing amounts of sediment collecting on the bot-
tom of the harbor.  The committee comprised one
representative from each jurisdiction.  That led to
the creation of a Harbor Authority in 2010 by an
inter-local agreement between the cities of
Saugatuck and Douglas (without the township) un-
der the statutory authority of the Water Resource
Improvement Tax Increment Finance Authority Act.

The Water Resource Improvement Tax Increment Fi-
nance Authority Act authorizes local governments to
create water resource improvement authorities to cor-
rect and prevent deterioration in water resources and to
promote water resource improvement.  The Authority is
governed by a five-member board with members ap-
pointed by each city.  The Authority was formed to ob-
tain funding to maintain the Kalamazoo River harbor.

The state act authorizing creation of these authori-
ties was allowed to sunset in 2011.  If the leaders of
a new city choose to end the authority, it could not
be recreated unless new legislation is enacted.  The
merged city may choose to continue operation of
the water resource improvement authority under
section 6 of the act:

If a development area is part of an area annexed
to or consolidated with another municipality, the
authority managing that development area shall
become an authority of the annexing or consol-
idated municipality. Obligations of that authority
incurred under a development or tax increment
plan, agreements related to a development or
tax increment plan, and bonds issued under this
act shall remain in effect following the annex-
ation or consolidation.
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J. Roads, Sidewalks, & Public Easements

As a proposed merger of two cities, the consolida-
tion of Saugatuck and Douglas poses few issues re-
lated to the roads.  With the exception of a small
stretch of I-196 that runs through Douglas, all roads
currently within the two cities are either city streets
or private roads.  County roads end where each city
begins.  Thus, responsibility for road care and fund-
ing for roads will remain largely unchanged.

Road Care

Combining operations to care for streets will provide
opportunities to achieve some efficiency, but the op-
portunities are not extensive because the two cities
have used different designs to construct their streets.
As separate operations, each city separately contracts
for engineering studies; has its own equipment; and
limits its work to streets within its borders.  Operating
over a wider geographic area with more streets un-
der the jurisdiction of a single entity should allow the
road agency to make better use of the equipment, to
employ staff with greater expertise in the necessary
tasks for road maintenance, and to provide consis-
tency across the whole road system.

The ability to achieve these efficiencies will be limited
to some extent by the designs used to construct the
streets in each jurisdiction.  A driving tour of the two
cities shows that most Saugatuck streets have a curb
and most Douglas streets simply have a gravel shoul-
der.  The equipment needed to perform winter main-
tenance on these streets is usually different, with most
road agencies employing smaller trucks to clear streets
with curbs and larger trucks to operate on the streets
without curbs.  Street maintenance involves more
equipment than the trucks, but trucks are a major
cost center and there will be minimal ability to achieve
savings by minimizing the necessary number of trucks
by consolidating operations.

Highway Funding

Michigan’s Public Act 51 of 1951, the State Trunk Line
Highway System act that governs jurisdiction over roads
and the distribution of state funding for the construc-
tion and maintenance of the roads, streets, highways,
and bridges, distributes the state collected gas tax and
registration fee revenues to cities and villages based
on population and the number of miles of major streets,
trunk line roads, and local streets.  The number of

miles of major streets and trunk line roads are weight-
ed to account for the population of the city or village.

Saugatuck (925 residents as of 2010) and Douglas
(1,232 residents as of 2010) both fall below the min-
imum threshold to begin weighting the road miles
of 2,000 people.  A combined city of 2,157 people
would move the combined city above the first thresh-
old resulting in a minor increase in road funds re-
ceived from the state.  Given the current state tax
rates and distribution methods, this would yield about
$400 more per year than the aggregate amount that
the cities receive as independent entities.

Street Names

Officials in a merged city may have to rename a few
streets that share the same name but do not run
continuously through Saugatuck and Douglas.  Each
city has a Main Street and a Water Street.  Because
the Main Street in Saugatuck runs east-west and the
Main Street in Douglas runs north-south, the num-
bering of the buildings is different.  It might be as
easy as assigning an “E” or “W” to properties on Main
Street in Saugatuck and a “N” or “S” to properties on
Main Street in Douglas to differentiate which city street
one is referring to if the cities are merged.  The Wa-
ter Streets in each city both run north and south and
both go on for some distance.  It would be the rec-
ommendation of CRC that Water Street in Douglas
be renamed in the event the cities are merged to
avoid confusion in mapping and street numbering.

The other street names in common in each city are
Park, East, and West.  Park Street in Saugatuck is a
major street that extends for some distance.  Park Drive
in Douglas is a local street on the east end of 3rd Street.
If having a street and a drive with the same name will
be confusing, renaming Park Drive in Douglas will cause
the least amount of disruption because there are only
four houses located on that short stretch of road.

East and West Streets in Saugatuck are two short
streets that run between Old Allegan Road and Ma-
son Street.  East and West Drives serve a minor
mobile home park in Douglas.  They come off of
Wiley Road just east of Blue Star Highway.  Neither
of the streets in either city serves a more substan-
tial role than the other.  Simply because the mobile
homes located on the streets in Douglas are more
compact and located closer together, changing the
street names for East and West Streets in Saugatuck
would cause disruption for fewer parcels.
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K. Fiscal Impact

A general challenge of analyzing the finances of
smaller units of government in Michigan is the lack
of specialization inherent in their organization and
assignment of responsibilities for the performance
of functions and delivery of services.  Government
employees typically wear several hats in small cities
and divide their time fulfilling different roles.  This is
possible because no one task requires sufficient time
and resources that it should occupy those employ-
ees in a full-time capacity throughout a year.  It is
necessary because these smaller governments typi-
cally do not have the resources to employ large staffs
to carry out each task individually.

Presently, this is true in Saugatuck where the city
does not employ clerical support to act as a recep-
tionist or perform clerical tasks and the executive
staff performs custodial duties to keep city hall tidy.
Similarly, in Douglas employees perform tasks be-
yond the responsibilities that can be assumed from
their job titles.

This is also apparent when cities comparable in geo-
graphic size and population were solicited for staff-
ing and budget information.  Those cities reported
that besides managing the day-to-day operations of
their cities, the city managers serve to operate the
downtown development authority, serve as public
service superintendent, serve as the code enforce-
ment official, serve as the fire code enforcement
official, perform tasks as the zoning administrator
and for the planning commission, serve as the air-
port manager, and serve as director of the depart-
ment of public works.

Additionally, the treasurers typically serve as finance
directors and perform financial and clerical tasks for
the authorities to which those cities are members.
Clerks perform duties for their planning commissions,
perform financial duties, and manage operation of
the city cemetery.  Some comparable cities have
merged the offices of treasurer and clerk, with a
single person fulfilling both responsibilities.

If merger of the cities of Saugatuck and Douglas
moves forward and lean operations are desired, those
designing a new city could be aggressive in consol-
idating functions in as few officials as possible.  The

combination of the clerk and treasurer’s offices dis-
cussed below is one example of how other cities
have been aggressive in consolidating functions.
Conversely, because the structures of Douglas and
Saugatuck are substantially the same, if the new
city is structured to continue with this operating
model, it would eliminate some of the duplication
caused by having two cities, but would leave some
potential savings untapped.

Expenditures

As was discussed above, one challenge in estimat-
ing the operating costs and organizational issues for
a combined Saugatuck and Douglas is dealing with
the varying service needs as the transient popula-
tions increase demand on city services during the
summer months.  While the resident population of
these cities is about 2,000 people in aggregate, the
cities serve much larger populations during periods
when visitors occupy their second homes and use
other accommodations to enjoy the beaches and
access to Lake Michigan.

CRC surveyed a number of Michigan cities ranging
in size from 1,700 to 4,500 residents for staffing and
financial information.  The wide range of city sizes
allowed CRC to consider a range of organizational
models and to understand how staffing of core gov-
ernmental services varies in relatively small cities
with different types and levels of auxiliary services
provided by the government.  CRC survey sought
cities that are as much like Saugatuck and Douglas
as possible.  To do so, efforts were made to use
information for comparison cities that are vacation
and tourism destinations. CRC also sought cities that
operate police and fire services as part of city gov-
ernment or provide one or more of these public safety
functions through interlocal agreements.

Aggregated Current Expenditures

The Fiscal Year 2012 Comprehensive Annual Finan-
cial Reports of the two cities report total expendi-
tures of almost $14 million.  This number was ad-
justed to avoid double counting in police
expenditures.  The Douglas Police Department pro-
vides police protection to both cities, with Saugatuck
purchasing protection in that city at a cost of



CRC Report

C i t i z e n s  R e s e a r c h  C o u n c i l  o f  M i c h i g a n22

$523,525 in 2012.  The police expenditures report-
ed in Douglas’ annual report include both the amount
received from Saugatuck and the city’s own general
fund contribution to provision of this service.  Rath-
er than adding the amounts reported by the two
cities, the amount reported by Douglas as total po-
lice expenditures is used, $940,606.

Still this amount grossly overstates general opera-
tions for Saugatuck because it includes an excep-
tional $10.3 million grant funded expenditure for
capital outlays.  To get a better picture of total spend-
ing, capital outlay expenditures were removed from

the totals for both cities, leaving total spending of
$3,285,655.

Some highlights of current spending patterns in the
two cities (see Table 5):
• Police protection is the major category of ex-

penditures for these two cities, accounting for
more than one quarter of all non-capital outlay
expenditures.

• Spending on the clerk and treasurer functions
consumed 15.5 percent of the total, with Dou-
glas accounting for two-thirds of that amount.

Table 5
Spending by the Cities of Douglas and Saugatuck by Function, Fiscal Year 2012

Douglas Saugatuck Combined
General Government

City Council/Legislative    $        12,153   $         48,920  $        61,073
City Manager          111,562          136,167  247,729
Attorney            20,333 13,000    33,333
Clerk          239,502*            82,192  321,694
Treasurer            86,912    86,912
Assessing            44,344            53,364    97,708
Elections              3,564  -      3,564
Building & Grounds            51,419            22,943    74,362
Other            10,500  -    10,500

Public Safety
Police          940,606 **  940,606
Building Inspection & Regulation            38,025    38,025

Public Works          191,922          269,458  461,380
Community & Economic Development          209,373  -  209,373
Recreation & Culture            89,627          427,695  517,322
Debt Service          107,355            49,055  156,410
Capital Outlay            58,854     10,250,854  10,309,708
Other          25,664         25,664

Total Expenditures     $ 2,116,778     $11,478,585  $13,595,363

Total w/o Capital Outlay $2,176,924 $ 1,227,731 $ 3,285,655

* Douglas spending for clerk and treasurer included large amount for MERS pension benefits.  This
was adjusted to the Fiscal Year 2012-13 amount to enable better comparisons with peer cities.

** Saugatuck 2012 CAFR reported $523,525 total expenditures for police.  This amount was paid to
Douglas to purchase police protection.  The amount was backed out for purposes of this table to
avoid double counting.

Source: Douglas and Saugatuck’s Comprehensive Annual Financial Reports.
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• Recreation and culture spending was 15.2 per-
cent of the total, with more than 80 percent of
the total spent on the Saugatuck side for opera-
tion of the beach, parks, and other amenities.

• Spending on public works accounted for 13.6
percent of the total, with Saugatuck accounting
for a little more of this amount than Douglas.

• Finally, 10.1 percent of the combined spending
by the two cities was for their city councils, the
city managers’ offices, and legal counsel.
Saugatuck devotes more resources to these func-
tions than does Douglas.

Estimated Expenditures for Merged City

The following discussion looks at the present respon-
sibilities of the cities’ civil servants and the expected
responsibilities of those employees if the two cities
are merged.

Customer interaction is the hardest aspect of the
job function to quantify and account for in project-
ing expenditures.  Both cities have minimal staffs
that must wear several hats to perform the adminis-
trative tasks necessary to keep these cities operat-
ing.  Both have their city managers, treasurers, and
clerks in positions to respond directly to telephone
calls and inquiries as residents, property owners,
business owners, and others attempt to resolve is-
sues involving the city governments.  Currently, that
responsibility is spread over seven people – three in
Saugatuck and four in Douglas.  If the cities are
merged, the responsibility for the same number of
residents, property owners, business owners, and
others would fall on half as many people.  The need
for an administrative assistant, perhaps spread
among the several functions, may arise in response
to the need to fill this role – especially in the short
term as the new administrative entity works out the
kinks in blending the two entities together.

City Council/Legislative
The cost of the new city council will depend highly
on the structure created in the new city charter.  The
seven-member councils that currently govern Dou-
glas and Saugatuck are fairly common for smaller
Michigan cities.  If it is assumed the new city (popu-
lation 2,157) will continue with a seven-member
board, then an expense of $10,000 or $20,000 can
be expected.  This would be a savings of about
$40,000 compared to the $61,000 that the two cit-
ies paid in aggregate.

If, on the other hand, it is considered that the char-
ter commission could provide for a larger city coun-
cil to provide greater representation, then the cost
of the city council could be a little higher.

City Manager
Saugatuck and Douglas each employ a single per-
son to manage the administration of their city.  Be-
sides the cost of the salaries and fringe benefits,
these cities budget for the offices to provide needed
supplies and equipment.

In cities contacted for peer review, the administra-
tive management is mostly provided in offices of a
single full-time manager.  Some peer cities provide
administrative support or a deputy city manager to
work with the city managers, but those cities tend
to provide more services than does Saugatuck or
Douglas, such as water and/or sewer systems and
airports.  Whereas fire protection is provided to
Saugatuck and Douglas residents by the Township
of Saugatuck Fire District, an entity external to city
operations, and Saugatuck contracts with Douglas
for police protection, most of Saugatuck’s and Dou-
glas’ peer cities operate police and fire departments
as part of their city governments.  Additionally, sev-
eral of these peer cities assign their city managers
tasks in addition to their normal responsibilities, such
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as: managing the downtown development authori-
ty, the planning commission, or the housing com-
mission; directing airport operations or the depart-
ments of public service or public works; or serving
as the zoning administrator or in code enforcement.

The salaries of the Saugatuck ($80,500) and Dou-
glas city managers ($71,400), are a little higher than
the average among the peer cities, as are the
amounts budgeted for operations of the city man-
agers’ offices (See Table 6).  The peer cities pay
their city managers an average salary of $68,400,
plus benefits, and budget for the managers’ offices
at $102,500.

A merged city would require only one city manager.
Based on the spending patterns in the peer cities, it
seems safe to assume that a new city could be man-
aged administratively with what Saugatuck current-
ly spends on its city manager’s office – $135,000.
This would be less than half of the cost of what the
two cities presently pay in aggregate.

The city manager will be at the heart of all transition
efforts for a new city, so cost of operating this office
during the consolidation process can be expected to
be higher.

Table 6
Staffing and Costs of City Managers/Administrators in Peer Cities

Number Size of Manager’s
of FTEs Budget Salary Extra Responsibilities

Algonac 1  $ 110,000  $ 75,000 Exec. Director DDA, planning commission
Clio 1.5  $  47,714  $ 60,000 Interim Department of Public Service

Superintendent, code enforcement official,
fire [code enforcement] official

DeWitt 2  $ 197,839  $ 80,000 DDA, Planning Commission, ZBA
East Jordan 1  $  66,065  $ 65,000 Zoning Administrator; staff to Planning

Commission, ZBA & DDA; Airport Manager;
on Housing Commission Board

East Tawas 1  $  87,950  $ 66,000 Serves on numerous authorities including
Police, Utilities Authority, Regional Water
Authority, Brownfield Redevelolpment
Authority, Housing Commission, 911 Board

Imlay City 1  $ 115,325  $ 68,500
Iron River 1  $ 105,000  $ 67,000 Zoning Administrator
Ithaca 1  $  91,000  $ 65,000
Lowell 0  $ 116,200  $ 82,500 Zoning Administrator, DDA Director
Rockwood 2  $         -  $ 47,000 Deputy city clerk
St. Ignace 2  $ 102,480  $ 60,000 City Manager/DPW Director/ Water & Sewer
Vassar 1  $  89,352  $ 59,000
Montague 2.5  $ 199,000  $ 89,306

Average  $ 110,660  $ 68,024
Median  $ 103,740  $ 66,000

Source: CRC survey of city managers
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City Treasurer
Saugatuck and Douglas both employ a single staff
member to perform the treasurer’s responsibilities.
As is common among smaller cities, these responsi-
bilities include fiscal management, such as prepar-
ing budgets, and treasurer’s roles, such as deposit-
ing revenues and managing funds.

Other cities call upon their treasurers to serve as
the finance manager, serve a human resource role
in terms of managing payroll and benefits, and help
to manage the finances of special authorities in which
those cities are participants. (See Table 7.)

The salaries of the Saugatuck ($58,500) and Dou-
glas ($72,000) treasurers are higher than the

$53,000 a year average of these other cities.  The
cost of operating the treasurer’s office is about equal
to the median amount for the cities that report for
this function, $87,000, and less than the average for
those cities, $94,000.

A merged city would require only one city treasurer.
It is expected that that person would have financial
responsibilities related to both the police department,
which are already performed by the Douglas Trea-
surer, and fire authority, which are presently per-
formed by the Saugatuck Treasurer.  It is expected
that the merged city would pay that person a salary
of $60,000 per year and will need to fund the office
in the range of $100,000 per year.

Table 7
Staffing and Costs of Treasurer in Peer Cities

Number Size of Treasurer’s
of FTEs Budget Salary Extra Responsibilities

Algonac 3  $ 240,000  $   62,000 one position is paid to perform utility billing
Clio 1.5  $   31,950  $   46,363
East Jordan 2  $   98,338  $   40,000 finance director, payroll administration,

benefit administration
East Tawas 3  $ 120,200  $   60,361 treasurer of most of the authorities, also

takes minutes at many authority meetings
Essexville 1  $   48,900  $   48,250
Iron River 1.5  $ 103,000  $   58,800
Ithaca 1.5  $   66,000  $   54,300
Lowell 0  $ 104,300  $   56,129
Vassar 1  $   61,118  $   39,390
Montague 1  $   76,000  $   68,037 finance director

Average 1.2  $ 94,081  $ 53,363

Median 1  $ 82,669  $ 55,215

Source: CRC survey of city managers
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City Clerk
Saugatuck and Douglas each employ one person to
perform the clerk functions for their city.

The compensation provided to the Saugatuck
($45,500) and Douglas ($72,000) clerks and the
amounts allotted to operations of their offices are
very comparable to that provided by the peer cities
that provided feedback.  (See Table 8.)

A merged city would require only one city clerk.  It is
expected that that person would be paid in the range
of $50,000 per year and the city would fund the
office in the range of $85,000 per year.

The cost of funding the treasurer and clerk functions
at $185,000 for a merged city would be about half of
what the two cities pay in aggregate currently.

Joint City Clerk/Treasurer
In the big picture, there usually is not sufficient work
to keep a clerk or treasurer engaged on a full-time

basis in cities of less than 5,000 people.  Some Mich-
igan cities have used this excess capacity to have
those officials serve auxiliary roles for the cities and/
or for the special authorities to which the cities are
members.

Among the 17 cities that responded to a request for
information for this analysis, four cities have com-
bined their treasurer and clerk position.  The cities –
Ferrysburg, DeWitt, Imlay City, and St. Ignace – are
each larger than would be a combined city if Dou-
glas and Saugatuck are merged.  Those cities have
attempted to minimize the amount of excess capac-
ity in these administrative tasks and acted to achieve
the efficiencies by combining the administrative func-
tions into a single office.  Those cities supplement
the clerk/treasurer position with administrative sup-
port.  In the end, the staffing might be roughly the
same as having one person for each office, but sav-
ings could be realized because administrative sup-
port for a combined office would be paid less than a
professional heading the office.

Table 8
Staffing and Costs of Clerk in Peer Cities

Number Size of Clerk’s
of FTEs Budget Salary Extra Responsibilities

Algonac city 0.5  $  80,000  $   - 25-30 hours/week, no benefits
Clio city 1.5  $  31,590  $ 37,502 Finance Officer
East Jordan 1  $  76,060  $ 44,000 Secretary to Planning Commission; Assistant

Zoning Administrator; Personnel Administra-
tor; FOIA Coordinator

Essexville city 1  $  47,000  $ 48,250
Iron River city 1.5  $  96,000  $ 54,600
Ithaca city 1.5  $  66,000  $ 54,300
Lowell city 0  $107,500  $ 48,536
Vassar city 1  $  68,183  $ 44,158

Montague city 1  $  76,000  $ 51,002 payroll, cemetery

Average  $ 72,037  $ 47,794
Median  $ 76,000  $ 48,393

Source: CRC survey of city managers
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Administrative Support
In addition to the staff that will be needed to carry
out the responsibilities of the city manager, city trea-
surer, and city clerk, it is expected that the merged
city will find it valuable to employ a support person
to perform administrative tasks and support the ef-
forts of those employees.  The cost of that staff per-
son has been built into the assumed budgets for the
offices of the city manager, treasurer, and clerk.

Public Works
Saugatuck and Douglas each employ four full-time
employees to work in their departments of public
works.  Additionally, each employs part-time workers
in the summer when more needs to be done to main-
tain the parks, beaches, and other city properties.

Employment of eight full-time public works staff
would leave the merged city with two and a half to
three more staff members than are employed by
the peer cities that are of comparable geographic
size.  While there is little doubt that the merged city
would be able to keep this enlarged staff engaged
during the summer months, it is questionable that
the merged city would have sufficient work to justi-
fy maintaining all present workers on staff during
the winter months.

It is assumed that the merged city would need six
full-time workers and would need to hire five to sev-
en part-time workers during the summer months.

Assessing
The City of Saugatuck currently has 1,106 (172 com-
mercial and 934 residential) parcels of real property
and the City of the Village of Douglas has 1,304 par-
cels (151 commercial, 7 industrial, and 1,146 resi-
dential).  Real property includes the land, buildings,
and fixtures on the land, and appurtenances to the
land.  The assessors also must value personal prop-
erty for purposes of taxation.  The City of Saugatuck
currently has 147 parcels of personal property (145
commercial and 2 utility) and the City of the Village
of Douglas has 164 parcels (158 commercial, 3 in-
dustrial, and 3 utility).  Personal property is general-
ly considered tangible things that are movable (but
not inventory).

Of the 17 cities ranging in size between 2,300 and
4,500 residents that were contacted as part of the
peer city review, only a few cities employed their
assessors as part of municipal staff.  These cities
combined the responsibilities of the assessor with
those of the zoning administrator.  It was far more
common for the cities to contract with a person, firm,

Table 9
Staffing and Costs of Clerk/Treasurer in Peer Cities

Number Size of Treasurer’s
of FTEs Budget Salary Extra Responsibilities

Ferrysburg  $   57,121 Treasurer and Clerk Position is combined
DeWitt 1.75  $ 138,770  $   66,000 Clerk/Treasurer
St. Ignace 3  $ 211,410  $   55,000 Clerk/Treasurer
Imlay City 0.5  $ 170,758  $   48,000 Clerk/Treasurer
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or the county equalization department to perform
the assessing tasks.

Those cities paid amounts ranging from $12,600 to
$47,550 a year for assessing services.  The city ex-
penditures ranged from $9 per parcel of real prop-
erty to $28 per parcel, with a median of $13 per
parcel of real property and an average of $16 per
parcel.

Markets vary for specialized services such as prop-
erty appraisals and assessing, but based on the ra-
tios of cost to parcels in the peer cities it is expected
that a new city could get assessing services for what
Saugatuck currently pays, about $55,000 a year.

Community Development
Expenditures for community development are report-
ed only by Douglas.  It is assumed that those costs

will need to be met by the new city.  The expenses
of Douglas are assumed to carry forward for the
new city.

Buildings and Grounds
With consolidation of the city hall into Douglas’ cur-
rent building and use of Douglas’ public works build-
ing, it is expected that the merged city should be
able to save what Saugatuck is currently paying for
buildings and grounds, about $23,000 per year.

Planning and Zoning
It is expected that one person will be needed to
oversee the planning and zoning responsibilities of
a new merged city.  That person will be expected to
oversee continuance of the Downtown Development
Authority in what is now Douglas and to oversee the
Historic District in what is now Saugatuck if city offi-
cials opt to continue operation of each entity.

Table 10
Staffing and Costs of City Assessor in Peer Cities

Required Level Number
of Certification of FTEs Size of Budget

Algonac contract with  $ 27,000
county equalization

Clio 1  Contracted  $ 13,715
DeWitt 2  Contractor  $ 36,147
East Jordan 3  $ 27,940
East Tawas MCAO 1  $ 57,225
Essexville Contracted  $ 17,000
Ferrysburg 3  Contracted position  $ 23,500
Gladwin 0 1  $ 45,000
Imlay City 3  $ 21,880
Lowell 2  $ 47,550
Montague 3  contracted  $ 19,000
Rockwood 3  $ 12,600
St. Ignace 3 1  $ 43,750
Vassar 4  $ 17,307

Average  $ 27,308

Median  $ 23,500

Source: CRC survey of city managers
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Table 11
Merged City Staffing and Budget

Assumed Assumed Two-City
Staffing Needs Budget Total Difference

General Government
City Council/Legislative Mayor $   20,000  $    61,073  $   41,073

Mayor Pro Tem
5 council members

City Manager 1.3  135,000    247,729   112,729
Attorney contract    20,000      33,333     13,333
Clerk 1.3    85,000    408,606   243,106
Treasurer 1.3  100,000
Assessing contract    55,000      97,708    42,708
Elections $3,564       3,564          0
Building & Grounds $52,000     74,362      22,362
Public Safety
Police 9  940,606    940,606             0
Building Inspection
& Regulation    38,025      38,025             0
Public Works 6 FT/5 PT  375,000    461,380    86,380
Community &
Economic Development  209,373    209,373             0
Recreation & Culture 30    517,322     517,322 0

Other Operating Expenditures 36,164 36,164 0
Debt Service     156,410     156,410             0

Total Expenditures $2,525,890 $3,285,655 $561,691

Source: Douglas and Saugatuck’s Comprehensive Annual Financial Reports.

Recap

Table 11 summarizes current and assumed expen-
diture levels.  Based on comparisons with peer cities
with populations of 2,000 to 4,500 residents, the
assumed levels of spending for a merged city are
expected to bring in annual savings in excess of
$500,000.    The estimated total savings displayed
in Table 11, $561,691, is equal to 17.1 percent of
the $3.3 million total expenditures for the two cities
(not including the grant-funded $10 million capital
expenditure Saugatuck made in 2012).

The $561,691 total savings is equal to 8.7 percent of
the $6,465,596 that is the sum of total expenditures
by the two cities and total expenditures by special
authorities (see Table 4 on page 22) that serve the
people and properties in Saugatuck and Douglas (and
Saugatuck Township for some services).

The majority of the savings would come from stream-
lining operations of the city manager’s, treasurer’s,
and clerk’s offices.  Savings can also be expected by
consolidating the public works departments and from
funding the cost of one city council instead of two.
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Revenues

Compared to the assessment of expenditures, it is
necessary to make far fewer assumptions when an-
alyzing how city consolidation and reduced expendi-
ture demands should affect the collection of reve-
nues for city operations.  Michigan local governments
have very few options available to them to raise sig-
nificant amounts of funding, and so it is presumed
that the consolidated city will operate within that
model.

The only assumption made here is that the reduced
cost of city operations will be used to reduce the
property tax rates that yield the revenues needed to
fund government.  City leaders could choose to use
the funding for other purposes, such as providing
new governmental services, expanding existing gov-
ernmental services, or making capital improvements
to improve the city.

Aggregated Current Revenues

As can be seen in Table 12, Douglas and Saugatuck
both receive most of their funding from property tax
revenues and distributions from higher levels of gov-
ernment (mostly state funding).  Saugatuck also
receives revenues as charges for services for the
chain ferry and as entrance fees for Oval Beach.
Other revenues are collected for licenses and per-

mits, fines and forfeitures, interest revenues, and
rentals.

As was done with the table consolidating expendi-
tures above (see Table 5 on page 22), the total
revenue for Saugatuck has been adjusted to account
for the extraordinary capital grant that was a one
time occurrence and does not reflect ongoing oper-
ations.

Projected Revenues in Merged City

Because it is presumed that the general operations
of the merged city will carry on the activities cur-
rently provided by Douglas and Saugatuck individu-
ally and collectively, most of the revenue sources
are not expected to change.

Charges for Services
It is presumed that the Chain Ferry and operation of
Oval Beach will continue unchanged, and therefore
it is expected that the revenue that the merged city
receives as charges for services will continue in the
aggregate amount that the two cities collect individ-
ually – approximately $361,000.

Licenses and Permits
The cities receive revenues from business licenses
and permits such as licenses to serve alcoholic
beverages, professional and occupational licenses,

Table 12
Revenue for the Cities of Douglas and Saugatuck by Source, Fiscal Year 2012

Douglas Saugatuck Combined
Taxes  $ 1,788,389  $  1,530,911  $  3,319,300
Licenses and permits            45,544            47,199 92,743
Intergovernmental (state and federal)   709,964     10,069,864  10,779,828
Charges for services            42,144          318,832       360,976
Fines and forfeitures              5,763            20,863         26,626
Interest revenue              9,729            11,010         20,739
Rentals                 500            46,662         47,162
Other revenue        40,077            18,305         58,382

Total Revenue  $ 2,642,110   $12,063,646  $14,705,756

Total w/o $10 million Capital Grant $ 2,642,110 $  2,170,782 $  4,812,892

Source: Douglas and Saugatuck’s Comprehensive Annual Financial Reports.
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and cable TV franchises.  In the fiscal year that end-
ed in 2012, Douglas received $45,544 from licenses
and permits; Saugatuck received $47,199.

Merging the two cities will not increase the number
of alcohol serving establishments, increase the num-
ber of businesses that are required to obtain busi-
ness licenses to operate in the city, or put the merged
city over any thresholds that will allow it to charge
higher rates for licenses or permits.  It can be as-
sumed that the merged city will receive in license
and permit revenue an amount roughly equal to the
aggregate of what the two cities receive individually
– an estimated $93,000.

Other Revenues
The cities receive revenues from fines and forfei-
tures, interest on invested funds, rentals, and other
miscellaneous sources.  It is assumed that these will
continue to flow to the consolidated city in amounts
equal to what the two cities currently collect in ag-
gregate.

Intergovernmental Revenue
The second largest source of revenue for the two
cities in an average year is intergovernmental reve-
nue from the state and federal governments.

Cities, villages, and townships in Michigan benefit
from an unrestricted state revenue sharing program.
Unlike restricted revenue sharing programs, such as
highway funding, that limit the purposes for which
the shared revenues may be used, this program al-
lows local governments to use the money received
at their discretion.  Revenue sharing distributes state
sales tax revenues using two formulae: a constitu-
tional distribution on a per capita basis and a statu-
tory distribution that is currently distributed through
the Economic Vitality Incentive Program (EVIP).

State revenue sharing has been subject to several
reductions in recent years because of the state’s fis-
cal difficulties.  Cuts in state revenue sharing have
altered the distribution of the statutory amounts.
While the per capita distribution is constitutionally
protected, the statutory distribution has been re-
duced drastically with little hope of returning to full
funding in the near future.

In the fiscal year that ended in 2012, Douglas re-
ceived $88,469 in constitutional revenue sharing
payments based on the city’s 2010 population as a
proportion of the total state population.  The city
received $2,927 in EVIP payments that were distrib-
uted based on a formula that weights the city’s pop-
ulation and required the city to meet specific condi-
tions.  In that same year, Saugatuck received $66,424
in constitutional revenue sharing payments and
$8,190 in EVIP payments.

These payments are based largely on the popula-
tions of the local government.  A consolidation of
the two governments would result in a simple arith-
metic addition of the populations of each city to cre-
ate a combined population.  The merged city would
not cross any thresholds to meet any other condi-
tions that would result in more revenues from state
revenue sharing as a merged unit than the aggre-
gate of what the cities’ receive as individual units.

The cities also receive Act 51 highway funding dis-
tributions from the state to subsidize care of city
streets.  The distributions are based on the miles of
roadway in each city and each city’s population as a
proportion of the population in all cities in Michigan.
A merger will have an additive affect on these metrics
that will result in only a minor adjustment in funding
from the state.  As was discussed above in the sec-
tion on roads, a merger would move the city popu-
lation over the 2,000 population threshold resulting
in a minor increase in road funds received from the
state of about $400 more per year than the aggre-
gate amount that the cities receive as independent
entities.

Both cities have been successful in recent years of
drawing state and federal grants for capital improve-
ments.  These revenues do not improve or detract
from the cities’ abilities to fund general operations.
It is assumed that a merged city will share in the
success of drawing these grants.

Property Taxes
Given that revenue amounts from other sources are
expected to remain unchanged for the merged city,
the expected result of city merger and cost savings
from streamlined operations is a reduction in prop-
erty tax rates.
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The tax rates currently levied by the two
cities are close enough to equal that a
merger of the two governments should
have a nearly equal affect on taxpayers,
regardless of which city they currently
are located within.  Currently, Saugatuck
levies 15.1830 mills as a tax on proper-
ties in the city.  (One mill of tax is equal
to a dollar of tax per every $1,000 of
taxable value.)  This rate is comprised of
12 mills for operations, one mill for road
improvements, and 2.1830 mills to fi-
nance the principal and interest on outstanding debt
(13.000 mills not counting the debt levy).  Douglas
levies 13.0818 mills for operations of the city.

Those tax rates yield over $3.3 million in tax reve-
nues, $1.8 million (54 percent) is collected by Dou-
glas and $1.5 million (46 percent) by Saugatuck.
Table 11 above projects an expected saving of
$561,691 by consolidating the operations of the two
cities.  Translating that into tax savings, it is expect-

ed that a tax rate of only 10.7 mills would be need-
ed to yield the revenues needed after the receipt of
intergovernmental revenues, charges on services,
and the other revenue sources.  For a property val-
ued at $500,000 ($250,000 in taxable value) in Dou-
glas, the lower tax rate would result in about $576 a
year in savings on city taxes.  For an equally valued
property in Saugatuck, the lower tax rate would re-
sult in about $556 a year in savings.

Table 13
Millages Levied by Douglas and Saugatuck, 2012

Douglas Saugatuck
General Operating 13.0818 12.0000
Road Millage 1.0000
Road Debt 1.6160
Sewer Debt 0.5670
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Liabilities

Both cities offer defined benefit pension plans for
municipal employees through the Municipal Employ-
ees’ Retirement System of Michigan (MERS), an agent
multi-employer defined benefit plan that provides
retirement, death, and disability benefits.  The plans
are administered by the MERS retirement board along
with many other Michigan municipal retirement plans.

Employees that work sufficient time to become vest-
ed in the system qualify for retirement benefits.
Retirement amounts are typically based on a calcu-
lation using the compensation amounts paid during
the employee’s years of service, payable for life.
Employer contributions to the plans are based on
actuarial calculations of present and future earnings
and expected life spans.  Funds contributed to the
plans are invested, with the plans assuming a regu-
lar rate of return that may or may not be met in
some years.

The Douglas and Saugatuck plans, like private and
public pension plans all over the nation, suffered
from the sharp market declines in the later half of
the last decade because of stock market contrac-
tions.  As a result, the plan funding rules dictate that
the employers (the cities) should make larger con-
tributions to the plans to cover normal costs and to
make up the unfunded accrued liabilities created by
the unmet expectations.  (See Table 14.)

If voters approve merger of the two cities, CRC rec-
ommends that city leaders choose from two courses
of action for the retirement plans.  One option is for
the two defined benefit pension plans to be closed
and a new plan for all qualified municipal employees
be created in their place.  The merged government
will still need to pay into the old defined benefit plan
until that plan is fully funded, and the plan will contin-
ue to make the required payments to beneficiaries
of the plan that have retired and are receiving month-
ly amounts.  Wise investing and the aging of retired
municipal employees in the old systems should serve
to limit the liability for the old plans.  Current and
future employees would become members of a new
plan with funding the responsibility of the new city.

A second option is to replace the defined benefit
plans with a defined contribution IRA-type plan.
Private and public sector employers that offer de-
fined benefit plans have suffered under the volatility
of market swings and economic changes that at times
creates the need to contribute major sums to cover
the normal costs and the unfunded accrued liabili-
ties of the pension plans.  Private sector employers
are migrating in large numbers to defined contribu-
tion plans and a number of public sector employers
are striving to follow suit.  A defined contribution
plan for municipal employees would minimize the
market risk for the new city and allow employees to
manage investments for their retirement on their
own.

Table 14
Funded Status of Douglas’ and Saugatuck’s Defined Benefit Pension Plans, Fiscal Year 2012

Douglas Saugatuck Combined
Assets  $   1,691,096  $   1,268,387  $  2,959,483
Actuarial Liabilities  $   2,216,487  $   1,359,695  $  3,576,182
Underfunded AAL  $      525,391  $        91,308  $     616,699
Percent Funded 76% 93% 83%

Source: Douglas and Saugatuck’s Comprehensive Annual Financial Reports.



CRC Report

C i t i z e n s  R e s e a r c h  C o u n c i l  o f  M i c h i g a n34

L. Property Values, Public Service
Levels and Costs

It is not foreseen that consolidation of the govern-
ments of Douglas and Saugatuck will have tangible
consequences on the value of properties in the two
cities, or for the level of services provided to the
residents, visitors, and businesses in the two cities.
Consolidation should marginally decrease the cost
of government for taxpayers in the two cities.

Outsiders tend to see these two cities as one entity
already – Saugatuck/Douglas or Douglas/Saugatuck.
As such, people identify the community as a vaca-

tion destination and arts community and are deter-
mined to reside in the area because of that reputa-
tion.  While people may choose to reside in one city
or the other for personal reasons, the two cities are
already intertwined to such an extent that many may
not be aware of where one city ends and the other
begins.

The city services that are most costly – police, fire,
library, water and sewer, etc. – are already jointly
provided by the two cities, with or without participa-
tion from Saugatuck Township.  Consolidation of the
two cities will formalize this joint arrangement, but
will not alter the level of services provided.  Chang-
es in service levels may occur for other reasons.

Douglas and Saugatuck – Two Cities with Exceptional Property Wealth

Individually or collectively, the two cities have more property wealth than most other cities of compara-
ble size because of the inflated values of properties.  Chart 3 shows the total taxable value of Saugatuck
and Douglas relative to other cities of roughly 1,000 residents.  Only Harbor Springs in Emmett County
has more property value than Saugatuck or Douglas among cities this size.  Like Saugatuck and Dou-
glas, much of Harbor Springs’ taxable value is from the residential properties within its borders.

Chart 3
Taxable Value of Michigan Cities of About 1,000 Population
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Public works is the major city service that is not cur-
rently jointly provided by the two cities.  The CRC
analysis indicates that both cities are probably over
staffed and have acquired too much equipment be-
cause they act independently.  With or without con-
solidation of the two cities, it is in the interest of the
cities and city taxpayers to pursue consolidation of
the operations of the public works departments.

Equipment should be shared and personnel directed
to projects with the greatest needs, regardless of
the location in either city.

As is detailed above, streamlining the administrative
functions and consolidation of the public works de-
partments should lead to reduced costs which will
be passed on to city taxpayers.

Consolidating the two cities will result in a single city with relatively high taxable value of the properties
within its borders.  Chart 4 shows that the consolidated taxable value of a merged city would exceed
that of Charlevoix and New Buffalo, two cities with exceptionally large tax bases.

Chart 4
Taxable Value of Michigan Cities of About 2,000 Population
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Whether in the public or private sectors, mergers
and consolidations create costs above those experi-
enced during the regular course of business.  The
costs will be one-time expenses or short-term ex-
penses incurred by Saugatuck and Douglas in pre-
paring for the merger, by the new city in beginning
operations, and by residents, businesses, and prop-
erty owners in these jurisdictions.

These costs for Douglas and Saugatuck can be ex-
pected to run in the hundreds of thousands of dol-
lars.  The cities will incur costs related to the State
Boundary Commission process and costs of merg-
ing operations if the merger is approved.

The cities should not be expected to absorb these
costs on their own.  CRC recommends that the cities
immediately begin taking appropriate steps to apply
to the Michigan Department of Treasury for a Com-
petitive Grant Assistance Program (CGAP) grant.
According to the CGAP website, the program is de-
signed “…to stimulate smaller, more efficient gov-
ernment and encourage mergers, consolidations, and
cooperation between two or more qualified jurisdic-
tions. The grants are to offset the costs associated
with mergers, interlocal agreements, and coopera-
tive efforts for cities, villages, townships, counties,
school districts, and intermediate school districts that
elect to combine government operations.”

The grant program is designed as a reimbursable
program.  Saugatuck and/or Douglas or the new city
would make expenditures for functions in catego-
ries that had prior approval to qualify for grant fund-
ing and those expenses would be reimbursed by the
state.  If at any time the process breaks down or the
voters indicate that they do not wish for it to pro-
ceed further, the grant would halt and the state would
be able to divert the resources for other collabora-
tion or consolidation efforts being undertaken by
other municipalities.

Saugatuck and Douglas Pre-Merger

For the governments of Saugatuck and Douglas, the
costs related to merger are likely to be dominated
by legal costs related to labor issues, debt and bond

covenants, combining ordinances into a single code,
and other related matters.

Election Costs

If the electors of Saugatuck and Douglas affirmative-
ly endorse the merger process at the November 2013
election, the next step will be for a charter commis-
sion to convene for the purpose of drafting a charter
for the new city that would be submitted to the same
electors at a later date.  Subsection 2 of Section 13 of
the State Boundary Commission law, Public Act 191
of 1968, authorizes the city councils to adopt resolu-
tions to appoint their charter commissioners, rather
than selecting commissioners through an election.
Should the two cities not decide to go that route, it
will be necessary for each city to pay for the cost of a
special election for the selection of charter commis-
sioners.  That election would be expected to happen
at the February 2014 or May 2014 election dates that
are provided for in the Michigan Election Law.  Be-
cause other state or county elections are not sched-
uled for those election dates, the cost of those elec-
tions will fall completely on the cities.

The charter commissioners, once appointed or elect-
ed, will convene and set about the business of draft-
ing a city charter that will satisfy the needs and de-
sires of the electorates of both cities.  Once that
work is completed and a charter is drafted, it is sub-
mitted to the Governor’s office to be evaluated for
compliance with state constitutional and statutory
law.  It is then submitted to the electorates of Dou-
glas and Saugatuck for their approval.  If the elec-
torate of either or both cities disapproves of incor-
porating a new city under the proposed charter, the
commission may reconvene and redraft any or all of
the proposed charter to try to address perceived
weaknesses of the document.  This all must happen
within a three year time frame starting from the time
at which commissioners are selected.  Depending
on the timing of the charter drafting process and
approval from the Governor’s office, elections to vote
on the proposed charter may or may not occur at a
time when state or county elections are already
scheduled.  If an election for officials of a higher
level of government is scheduled to occur, the cost

3) One-Time (or Short-Term) Costs
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of the election may be defrayed.  If not, the cost will
again fall completely on the two cities.

Finally, the two cities can foresee the cost of elect-
ing new city officials (e.g., city council members) at
some point in the future.  Again, the timing of the
election will determine the extent to which the costs
must be absorbed by the cities.

Support for Charter Commission

Saugatuck and Douglas may individually or collec-
tively incur costs associated with supporting the ac-
tivities of the charter commission.  Charter commis-
sions are convened and operate under a wide array
of circumstances, so there are no hard and fast rules
for predicting how much it will cost to go through
such a process.  Sometimes the city(s) are support-
ive of the charter drafting/revision process and they
provide a budget for meeting space, stipends for
charter commissioners, resources for their work, and
necessary costs to publish and describe the proposed
document.  At other times, elected officials may feel
that the charter drafting/revision process is not in
their or the city’s best interest and the charter com-
mission is forced to operate without city resources
and on more of a “shoe string” budget.

Additionally, charter commissioners often look to
existing city officials for help in understanding the
operations of an existing governmental structure,
strengths and weaknesses of the existing charter
document, and legal issues created from federal and/
or state constitutional and/or statutory provisions
that may not be preempted by city charters or ordi-
nances.  In the best of circumstances, the city clerk
and the city’s legal counsel helps with the adminis-
trative responsibilities of keeping track of the com-
mission’s proceedings and drafting the new charter.
The charter commission might offer city officials the
opportunity to testify before the charter commission
to discuss these matters.  In other circumstances,
resources and assistance are less forthcoming.

Moving into New City Hall

If all goes as the proponents of consolidation wish
and the process proceeds to an affirmative vote for
adoption of a new city charter and incorporation of
a new city where currently there stand two, Douglas
and Saugatuck can expect to incur some expenses

in preparing for the merger.  Office equipment will
need to be moved into the new city hall or offered
for other purposes (donated, sold, repurposed, etc.).
Relevant documents will need to be transported to
the new city hall.  These and other costs associated
with moving may fall upon the existing cities.

Archiving Records of the Old Cities

Douglas and Saugatuck may also be expected to
incur costs in archiving records of their cities that
will not be needed by the new city but may not be
disposed of under Michigan law.  As detailed above,
all records from the two cities’ histories including
files, books, papers, and electronic information, will
be inventoried, copied, and archived.

Public records are the property of the people of the
State of Michigan.  The cities are responsible for
ensuring that the public records created and received
while conducting public business are retained and
only destroyed in accordance with Michigan law.  The
existing and new cities will need to preserve and
manage the public records received in accordance
with the Records Management Manual for Local Gov-
ernments published by the Michigan Department of
Technology Management and Budget.

While the new city would be responsible for the cost
of securely archiving the public records, the existing
cities could be expected to incur some costs in iden-
tifying and documenting the records that exist so
that the records can be stored and efficiently found
if needed at any point in the future.

New City

Other one-time or short-term costs will not be in-
curred until after the new city begins operations.

Creating a New City Identity

One of the lowest cost items (in the big picture) is
likely to be one of the most noticed changes for res-
idents and visitors to the new city.  Either internally
or by contracting with a public relations firm, the
city will create a new logo, marketing phrase, and
look that will be the city’s new identity.  This will go
on new letterhead and business cards, a new city
flag, the welcome signs on the side of the road, the
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sides of police cars and public works trucks.

Negotiating New Contracts

Both Douglas and Saugatuck have contracts with ven-
dors, service companies, and other private business-
es as part of the general operations of each city.  Both
cities contract with Chef Container for the provision
of garbage collection and recycling.  The cities con-
tract to purchase road salt for winter maintenance.
The cities contract with auditors to review the finan-
cial records annually and lawyers to provide legal coun-
sel on an ongoing basis.  They contract with BS&A
Software for accounting and assessing programs.
They contract with Internet service providers for email
and web hosting.  The list may be extensive.  Unless
provisions were written into contracts to continue
service provision in the event of merger or consolida-
tion, each existing contract will have to be terminat-
ed and new contracts will have to be negotiated so
the new city can be operated at least as well as the
existing cities.  This will occupy the time of city offi-
cials and require legal support.

Renegotiating Inter-Local Agreements

Similar to existing contracts with private business-
es, existing contracts with other governmental enti-
ties will need to be modified if a new city is created.
Most of the inter-local agreements to which these
cities are participants are with each other and with
Saugatuck Township.  They were created for water
and sewerage services, fire protection, library ser-
vices, transit service, and to create the harbor au-
thority.  Each of these are important governmental
services that the residents of the area value and
would likely wish to continue.  Modifying or rewrit-
ing the contracts will occupy the time of city officials
and require legal support.

Drafting/Merging Ordinances

City ordinances are laws and regulations that apply
only within the jurisdiction of the municipality that
adopted them.  They are adopted by the local gov-
erning body and must comply with federal and state
laws.  As identified above, large parts of the ordi-
nances of Douglas and Saugatuck are nearly or ex-
actly alike.  However, those parts not alike will have
to be sorted through and rectified.  This is largely a
process for the new city council, but it will require

hours of legal support to coordinate the effort and
ensure that everything is handled appropriately.

Recreating Historic District

As documented above, Saugatuck’s historic district
cannot simply continue to exist through a consoli-
dation of the governments.  The state authorizing
act does not provide for continuation of existing dis-
tricts under these circumstances.  If the elected of-
ficials in the new city deem it valuable to recreate
the local historic district in the new city, the city must
go through a process that requires inventorying prop-
erties, historic research, and documentation of the
historic nature of the buildings, structures, features,
sites, objects and surroundings in the proposed dis-
trict.  Public hearings must be held and the city must
solicit input from owners of the properties to be in-
cluded in the district.  The city may enact ordinanc-
es maintaining the historic nature of resources in
the district only after this process is complete and
the conditions laid out by the proper state and his-
toric preservation organizations are met.

Unemployment Compensation

Whether in the public sector or the private sector,
mergers and consolidations typically result in some
employees losing their jobs.  Because Saugatuck and
Douglas already jointly provide a number of servic-
es, either by these two governments or in coopera-
tion with Saugatuck Township, the number of gov-
ernmental employees that stand to become displaced
by the merger is small.  For those that are displaced,
the new city can expect to pay unemployment com-
pensation costs for a short time following the merg-
er to help the displaced workers get by until they
can obtain new employment.

Consolidate Operating Systems

It will be necessary to consolidate software for oper-
ating systems such as budgeting, elections, and prop-
erty assessing into a single program.  It is possible
that collapsing the records into a single system may
occur smoothly because both cities presently use BS&A
Software for at least parts of their accounting and
property assessing operations.  This is where the “devil
is in the details,” for minor differences in spreadsheets
or databases can create unforeseen problems that
require technical skills to iron out.
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Conclusion

Douglas and Saugatuck are two cities unlike most
others in the state.  Plenty of Michigan’s urban cities
share common borders and collaborate to varying
extents to provide services and serve their residents.
Michigan also has a multitude of small cities located
amongst sparsely populated townships.  Very few of
Michigan’s non-urban cities are conjoined with an-
other city and share an identity, service delivery re-
sponsibilities, and stewardship responsibilities for
natural resources as do Douglas and Saugatuck.

Governance and the provision of services by Dou-
glas and Saugatuck are not terribly inefficient in their
current configuration.  The two cities have been able
to artificially create structures to act as a single gov-
ernmental entity, with or without Saugatuck Town-
ship, because of laws that Michigan has enacted over
the years to enable joint land use planning, joint
stewardship of natural resources, and collaboration
in the delivery of municipal services.  The expendi-
tures made by these special authorities created by
inter-local agreements comprise nearly half of all the
total expenditures for service provision for the peo-
ple and properties in Douglas and Saugatuck.  The
tradeoff is diminished accountability for those items.

As others have before us, CRC estimates that more
than $500,000 in annual savings can result if con-
solidation does occur.  This is equal to 17.1 percent
of the $3.3 million total expenditures for the two
cities (not including the grant-funded $10 million cap-
ital expenditure Saugatuck made in 2012).  The sav-
ings result from elimination of one of two city man-
agers, city treasurers, city clerks, and other officers.
It results from the achievement of economies of scale
in the operations of these offices.  And it results
from consolidating the public works departments to
streamline their operations.  This level of savings
translates into a tax rate of 10.7 mills and an aver-
age savings of about $270 per person in the two
communities.  For a property valued at $500,000
($250,000 in taxable value) in Douglas, the lower
tax rate would result in about $576 a year in savings
on city taxes.  For an equally valued property in
Saugatuck, the lower tax rate would result in about
$556 a year in savings.

The cities can expect some disruption and one-time
costs if consolidation occurs.  This can be expected
with any consolidation, public or private.  The elec-
tors of the two communities need to evaluate wheth-
er the short-term costs are outweighed by the long-
term improvements in governmental services that
can be expected.
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Appendix A
Legislative Expenditures in Peer Cities

Land Area   Legislative
City Population (Sq. Miles) Expenditures
Algonac 4,110 1.4         $12,691
Bad Axe 3,129 2.3           10,543
Boyne City 3,735 4.1           17,665
Bridgman 2,291 2.9           45,564
Cedar Springs 3,509 2.0             9,384
Charlevoix 2,513 2.0           47,189
Clare 3,118 3.4           35,204
Corunna 3,497 3.2           21,368
Croswell 2,447 2.3           33,828
DeWitt 4,507 2.9           28,019
Durand 3,446 2.1           11,023
East Jordan 2,351 3.0           25,342
East Tawas 2,808 2.8           39,411
Essexville 3,478 1.3           14,145
Fremont 4,081 3.4           12,001
Gaylord 3,645 4.8           32,659
Gladwin 2,933 2.9           53,848
Hartford 2,688 1.3           14,400
Iron River 3,029 6.7           10,494
Ithaca 2,910 5.2           22,155
Lowell 3,783 2.9           15,824
Marine City 4,248 2.1           14,594
New Buffalo 1,883 2.5           36,187
Otsego 3,956 2.1           19,185
Potterville 2,617 1.7           49,141
Reed City 2,425 2.1           25,947
Rockwood 3,289 2.5           46,160
Rogers City 2,827 4.5           24,920
Roosevelt Park 3,831 1.0           10,905
Sandusky 2,679 2.1           12,344
South Haven 4,403 3.4           27,334
St. Ignace 2,452 2.7           23,210
Ferrysburg 2,892 3.0             5,034
Montague 2,361 2.6           14,635
Harbor Beach 1,703 0.5           12,607
Hart 2,126 1.9             8,833
Manistique 3,097 3.2           12,374
Munising 2,355 5.3           16,116
Norway 2,845 8.7           48,873
Plainwell 3,804 2.0           10,151
Wayland 4,079 3.0           37,693
Whitehall 2,706 3.1           16,494

Source: Michigan’s F-65 Database


