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CITY OF MUSKEGON  

C I T Y  C O M M I S S I O N  W O R K S E S S I O N  

J u n e  8 ,  2 0 2 6  @  5 : 3 0  P M  
M U S K E G O N  C I T Y  C O M M I S S I O N  C H A M B E R S  

9 3 3  T E R R A C E  S T R E E T ,  M U S K E G O N ,  M I   4 9 4 4 0   
☐ CALL TO ORDER: 

☐ NEW BUSINESS: 

 A. FY 2026-27 Budget - Discussion  Manager's Office 

☐ PUBLIC COMMENT: 

☐ CLOSED SESSION: 

 A. Attorney/Client Privileged Communication  Manager's Office 

☐ ADJOURNMENT: 
  

AMERICAN DISABILITY ACT POLICY FOR ACCESS TO OPEN MEETINGS OF THE CITY OF 
MUSKEGON AND ANY OF ITS COMMITTEES OR SUBCOMMITTEES 
  
To give comment on a live-streamed meeting the city will provide a call-in telephone 
number to the public to be able to call and give comment. For a public meeting that is 
not live-streamed, and which a citizen would like to watch and give comment, they 
must contact the City Clerk’s Office with at least a two-business day notice. The 
participant will then receive a zoom link which will allow them to watch live and give 
comment. Contact information is below. For more details, please visit: 
www.shorelinecity.com  
The City of Muskegon will provide necessary reasonable auxiliary aids and services, such 
as signers for the hearing impaired and audio tapes of printed materials being 
considered at the meeting, to individuals with disabilities who want to attend the 
meeting with twenty-four (24) hours’ notice to the City of Muskegon.  Individuals with 
disabilities requiring auxiliary aids or services should contact the City of Muskegon by 
writing or by calling the following: 
  
Ann Marie Meisch, MMC. City Clerk. 933 Terrace St. Muskegon, MI 49440. (231)724-6705. 
clerk@shorelinecity.com 
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Agenda Item Review Form 

Muskegon City Commission 
 

Commission Meeting Date: June 8, 2026 Title: FY 2026-27 Budget - Discussion 

Submitted by: Jonathan Seyferth, City Manager Department: Manager's Office 

Brief Summary: 
This is a public hearing for the Fiscal Year 2026-27 budget which was presented to the Commission on 
May 12, 2026. We anticipate final budget adoption at the June 9, 2026 meeting 

Detailed Summary & Background:  

Goal/Action Item: 
2027 Goal 4: Financial Infrastructure 

 

Is this a repeat item?: 
Explain what change has been made to justify bringing it back to Commission: 
Budget is presented several times in May and June each year. 

Amount Requested: Budgeted Item: 
Yes    No    N/A X  

Fund(s) or Account(s):  Budget Amendment Needed: 
Yes    No    N/A X  

Recommended Motion: 
Motion to close the public hearing. 

Approvals: 
Immediate Division 
Head 

  

Information 
Technology 

  

Other Division Heads   

Communication   

Legal Review   

Name the Policy/Ordinance Followed:  
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FY 2026-27 BUDGET MESSAGE 
(DRAFT) 

May 11, 2026 
 

Honorable Mayor, Commissioners, and Members of the Muskegon Community, 

Enclosed is the DRAFT 2026-27 Budget for the City of Muskegon. Our primary goal this year 

has been to focus on fiscal sustainability, as 2026-27 revenues are projected to be flat relative 

to the current fiscal year. There are a variety of factors at play, which will be discussed.  

Due to flat revenues, there will be fewer capital investments and one-time projects in the General 

Fund. However, roads, water, sewer, and parks (federal ARPA funding) will continue as planned, 

as most of these dollars are outside the General Fund.  

The limited capital investments in the general fund and public improvement fund will be driven 

by critical needs and federal and state-mandated deadlines/requirements. Two critical needs 

include replacing the roof at Central Fire Station as well as the Police Department’s aging body-

worn cameras. Federal and state mandates also include replacing election voting equipment 

and rebuilding the city’s websites to be ADA-compliant.  

From a staffing perspective, we will not see many changes from FY 2025-26. At the end of the 

3rd Quarter of FY 2025-26, the city increased Fire Department staffing by three full-time 

firefighters. FY 2026-27 will be the first full year reflecting that staffing change. Please note that 

two-thirds of the costs of these new firefighters are offset by the federal Staffing for Adequate 

Fire and Emergency Response (SAFER) Grant, which will be in place for three years (through 

FY 2028-29). Another minor staffing change you’ll see is the City’s Human Resources Director 

being moved in-house. Currently, the city contracts with Muskegon County for all HR services. 

With the HR Director's move in-house, we’ll use the county only for recruitment services. 

Because of cost changes, this will have a net neutral impact on the General Fund.  

Another change you’ll see in the FY 2026-27 budget is the establishment of a Housing Fund. 

This fund, held outside of the General Fund, will allow the City of Muskegon to continue 

addressing our housing shortage. Revenue into the fund will include capture from the City’s 

scattered site brownfield program, as well as from the sale of city-built houses and other city 

properties. One of the goals of this fund is to move our housing projects out of the Public 

Improvement Fund which was used to acquire equipment and maintain buildings. The Housing 

Fund will also allow the city to remain at the forefront of meeting our community’s housing 

challenges.  
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FY 2026-27 will be the last year to spend ARPA dollars across our parks system to enhance 

recreational opportunities. These funds come from a combination of previously allocated ARPA 

dollars ($4.5M which must be spent by December 31, 2026) and prior investments approved by 

the City Commission. At the time of printing, nearly $1.4M of the $4.5M in dedicated ARPA 

funding has been spent. The balance of these funds is dedicated to ongoing park projects 

scheduled to be completed before the end of the calendar year. 

This year, we again included historical information presented in graphic form to provide a quick 

snapshot of the City's budgetary history and illustrate the rationale behind certain budget 

assumptions for FY 2026-27. We also discussed possible budget scenarios in the future (page 

18). 

Although this Budget Message comes from Finance Director Kenneth Grant and City Manager 

Jonathan Seyferth, many team members contributed. Deputy Finance Director Jessica Rabe, 

(former) Financial Manager Hayden Nickell, City Treasurer Sarah Wilson, Deputy City Manager 

LeighAnn Mikesell, Income Tax Administrator Peggy Straley, DPW Superintendent Jacqui Erny, 

and Director Peter Wills were also instrumental in preparing the city’s budget. All department 

and division heads work within their budgets to develop the best plan for the city. This is truly a 

team effort.  

After initial budgets were requested, we asked the team to incorporate a 7% reduction in 

discretionary (non-staff) spending for FY2026-27. This represents the third year in a row where 

staff have responded as a team to make these types of reductions. Over that period, we’ve seen 

non-staff discretionary spending reduced by an average of 4.6% each of the last three years. 

For clarification, this does not include personnel costs, so most departments’ overall budgets 

are not decreasing. To help keep up with one-time projects, we expect to use about $421,000 

from fund reserves. Because of the hard work of staff in the previous two fiscal years, our fund 

balance stood at nearly 18% at the start of FY 2025-26. Utilization of the fund balance will bring 

that funding level down to about 16%, which is above the 13% required by City Commission 

policy. As a reminder, the fund balance percent is based on two factors: the previous year’s 

revenues and the fund balance. Even if the fund balance remained the same, an increase in 

revenues would decrease the fund balance percentage. Please see page 13 for the fund balance 

formula.  

 

REVENUES  

Property and Income Taxes 

The city’s general property tax rate will again be subject to a Headlee Rollback. For the tax year 

2025, the property tax rate was 9.3916 mills (our charter maximum millage rate is 10 mills). For 

2026, our property tax rate will be rolled back to 9.0985. The proposed budget estimates 

$8,008,000 in general property taxes (about a $500,000 increase over last year).  

The income tax rate will remain unchanged at 1% for residents and 0.5% for non-residents who 

work in the city. The projected income tax receipts for 2026-27 will continue to grow, and the 
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department is projected to collect $14,000,000. This is about a $500,000 increase over our 

projected end-of-FY 2025-26 level. This is a similar increase to the growth the city experienced 

between our previous two fiscal years.  

Growth in both property tax and income tax is a direct result of increasing property values in the 

city, the good work of team members proactively working with community members to ensure 

taxes are properly filed, and increased investment in the city. 

 

Other Major General Fund Revenue Notes 

The proposed budget identifies $45,521,144 in total General Fund Revenues. This represents 

flat overall revenue growth from FY 2025-26, when revenues are projected to end the year at 

$45,515,476. (For historical comparisons of annual General Fund Revenue, please see page 

17.) 

This flat rate is due to various factors. This year, the state of Michigan changed its local 

government funding formula, and we anticipate a reduction in some state grant funds. Together, 

this will result in about a 5% reduction in state funding. It should be noted that with the change 

to the funding formula, we will eventually see an increase in road funding.  

The city is also projecting a significant decrease in Marijuana Tax revenues of more than 11%. 

This is being led by decreasing sales and the anticipation of further consolidation in the 

recreational marijuana market as new tax structures come into place and neighboring states, 

most notably Ohio, now allow for recreational marijuana sales.  

Staff is also anticipating that building permit revenues will be down , as many of the multi-year 

projects currently underway around the city already have permits in hand. So, although we’ll 

continue to see significant construction activities around the city, the permit revenue will likely 

not reflect that activity, as those dollars have already been paid.  

Last year, staff noted a significant change in Transfers-In, which was accounted for by using 

non-General Fund revenue from the City’s Cemetery Perpetual Care Fund, managed by the 

Community Foundation and established in the early 2010s. Approximately $400,000 was 

transferred to cover cemetery costs. Historically, the city had not taken a distribution to allow the 

Fund to accrue a larger balance. As we did last year, staff also recommends transferring 

additional funds to the foundation's core investment to achieve even higher annual returns in the 

future.  

Lastly, FY 2025-26 marked the expiration of the 10-year lighting assessment implemented in the 

mid-2010s. This represented a reduction in revenues of about $180,000.  

So, despite healthy growth in both income and property taxes, other losses have tempered our 

overall growth going into this new Fiscal Year.  

For ease of review, the staff has divided General Fund Revenues into several categories, as 

shown in Table 1 below. (Chart 1 on page 6 shows a pie chart breakdown of General Fund 
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Revenues.) FY 2025-26 changes are based on the amended budget as of March 31, 2025, not 

the FY 2025-26 budget adopted in June 2025. 

 

 

 

 

 

 

 

 

 

 

 

 

    Table 1 – General Fund Revenues, Category Breakdown 

Revenue Category Projected FY 2025-26 
Revenues 

Change from FY 
2024-25* 

Property Taxes $8,008,000 5.37% 

Income Taxes $14,000,000 3.70% 

Sanitation Tax $2,370,000 5.33% 

Marijuana Taxes $600,000 (11.11%) 

State Revenues $6,520,985 (5.15%) 

Fees $3,797,253 (0.57%) 

All Building Permits $1,636,000 (17.42%) 

Beach Parking $1,300,000 0% 

Public Safety 

Revenues 

$794,000 (1.00%) 

Transfers In $464,303 (48.13%) 

Other $3,713,411 (0.91%) 

Indirect Costs 
Allocations 

$2,317,192 9.47% 

Total  $45,521,144 0% 

Unspent Revenues $420,953 100% 

Total Available $45,942,097 1.41% 

                                  *This change is based on amended budgets as of March 31, 2025 
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Many revenue categories are self-explanatory and only include one revenue source: property & 

income taxes, for example. Other categories include multiple similar revenue lines and may 

require additional explanation. For example, fees include any charges a resident or customer 

pays the city for a service. Fees include rental property registration, business licenses, tax 

collection fees, and stormwater fees (among others).  

Revenues classified under “other” include special assessments, federal grants, and election 

reimbursement (this is not an exhaustive list).  

Indirect Cost Allocations are funds paid to the General Fund by other city funds for services the 

General Fund provides, such as audit and administrative support. 

 

 

 

 

Chart 1.A – General Fund Revenues, percentage breakdown 

 

 

Property Taxes 17.59%

Income Taxes 30.75%

Sanitation Tax 5.21%
Marijuana Taxes 1.32%

State Revenue 14.33%

Fees 8.34%

All Building Permits
3.59%

Beach Parking 2.86%

Public Safety Revenues
1.74%

Transfers In 1.02%

Other 8.16%

Indirect Cost Allocations
5.09%

PROJECTED FY 2026-27 REVENUES
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Chart 1.B – General Fund Revenues, percentage breakdown with Unspent Revenue 

 

 

EXPENSES 

Major General Fund Expenses 

The proposed budget identifies $45,942,097 in General Fund expenses, many of which are 

personnel-related. The City of Muskegon is a service provider, and personnel-related expenses 

inherently dominate service provider costs.  Personnel costs generally consist of employee 

salaries and benefits.  The FY 2026-27 budget includes $34,106,812 in salary and benefit costs.  

Of those costs, $23,546,846 are directly accounted for in the General Fund, while the remainder 

are in the city’s other funds. Employee salaries and benefits comprise 51.3% of the city’s 

proposed General Fund expenditures – this is a slight decrease of 1.2% over last fiscal year’s 

proposed budget. This decrease is due to a reduction in OPEB payments for the coming Fiscal 

Year (see pages 9-12). 

Property Taxes 17.59%

Income Taxes 30.75%

Sanitation Tax 5.21%Marijuana Taxes 1.32%

State Revenue 14.33%

Fees 8.34%

All Building Permits
3.59%

Beach Parking 2.86%

Public Safety Revenues
1.74%

Transfers In 1.02%

Other 8.16%

Indirect Cost Allocations
5.09%

Unspend Revenues
0.92%

PROJECTED FY 2026-27 AVAILABLE FUNDS WITH UNSPENT 
REVENUE
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The city also engages several contract service providers to provide a range of services to our 

community.  More than $30 Million is dedicated to contractual service providers across all our 

funds, with about $5.4 million of those contracts coming in the General Fund. The city’s largest 

General Fund service providers include Muskegon County, SAFEbuilt Inspection Services, and 

Parmenter Law. Collectively, these agencies provide the city with human resources services, 

assessing services, building code permitting and enforcement services, and general legal 

counseling.   

The review of the General Fund can also be understood based on functional categories, such 

as police, fire, parks, and administration.  

 TABLE 2 – GENERAL FUND EXPENSES, CATEGORY BREAKDOWN  

Expense Category (Dept.) Projected FY 2026-27 

Expenses 

Change from  

FY 2025-26 

Police (301)  $                 13,379,813  (3.2%) 

Fire (336)  $                   5,720,987  2.9% 

Parks & Rec (751, 755, 757, 

770, & 771) 

 $                   3,524,052  2.3% 

Sanitation (521)  $                   3,061,083  7.2% 

Pension Admin (203)  $                   5,020,925  11% 

Development Services (701)  $                   1,098,353  (3.4%) 

Information Technology (228)  $                       882,647  (4.7%) 

Administration (all others)  $                 12,419,081  3.2% 

Transfer to Other Funds 

(999) 

 $                   835,156 (17%) 

Total  $                 45,942,097  1.4% 

 

From a structural standpoint, there are no major changes in expense categories between FY 

2025-26 and FY 2026-27. Parks & Recreation is entering its fourth full fiscal year as a standalone 

department and will see a modest increase in overall General Fund spending; some of this is 

related to grant dollars at McGraft Park. The budget number reflected in the General Fund 

expenditures does not include APRA investment dollars, of which FY 2026-27 will be the last 

year to incur expenses. The City Commission committed the remaining balance of our ARPA 

dollars ($4.5M) to park upgrades, which will be completed through this coming fiscal year. As a 

reminder, federal regulations require that all ARPA dollars be spent by December 31, 2026. 
 

Chart 2 – General Fund Expenses, Percent Breakdown  
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The three-digit code represents the department(s) that make up this total number 

Note: in FY 2025-26’s budget book, General Gov’t Operations and Contractual services were combined ; these two categories 

are now broken out for more transparency. 

 

Pension and Other Post-Employment Benefits 

While employee wages are the most expensive portion of the General Fund’s salary and benefit 

costs, employee fringe benefit costs are also significant. In particular, benefits for retired/former 

employees remain costly and continue to rise. For many years, city employees accrued 

retirement benefits - pensions, healthcare, and life insurance - which they could access after 

successfully separating from the city’s employment. As those benefits accrued, the city’s 

management used licensed actuarial accounting firms to annually determine the appropriate 

investment levels to fully fund those accrued employment benefits.  Unfortunately, the actuarially 

determined cost estimates for these pension and healthcare benefits have proven to be 

understated in Muskegon and throughout much of Michigan – Muskegon is not alone in this 

situation.  As such, contributions to pension and retiree healthcare funds have grown significantly 

over the past decade.  

These costs will continue to increase for at least the next two fiscal years. The most 

recent projections from the Municipal Employees’ Retirement System of Michigan (MERS) 

Police (301)
29%

Fire (336)
12%

Parks & Rec 
(751,755,757,770,771)

8%

Sanitation (521)
7%

Pension Administration 
(203)
11%

Development Services 
(701)

2%

IT (228)
2%

General Government 
Operations (all other)

15%

Contractural Services
12%

Transfer to Other Funds
2%

PROJECTED FY 2026-27 EXPENSES
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show annual pension administration payments peaking in FY 2028-29 and declining 

slightly in Fiscal Year 2029-30. (This is only an estimate and could change.) It is worth 

noting that the city’s peak payment year was moved up by one year in its last MERS 

annual report – this is a good thing. Our 2025 MERS report will be issued in mid-summer 

2026, and we’ll see if these projections hold true. 

Chart 3 illustrates the actual (FY 2027 and prior) and estimated (FY 2028 and beyond) pension 

administration costs through the end of FY 2031-32, when contributions are estimated to 

continue to fall. Current pension liabilities are projected to increase 17.3% over the next two 

fiscal years. In the current fiscal year, these liabilities make up slightly more than 11% of the 

city’s General Fund budget. If the projections hold (using MERS' most optimistic numbers), 

pension administration costs will account for slightly more than 12% of the General Fund budget 

in FY 2028-29 – currently estimated as our peak pension contribution year. 

Chart 3 – Estimated Pension Administration Costs 

 

 

The significant growth in costs/contributions is specifically intended to make up for what appears 

to be many years of insufficient investment, as advised by the city’s pension actuary. Staff 

worked with MERS to smooth out our Defined Benefit costs over the next decade and reduce 

the extremely high costs expected in the next several years.  

City staff have worked diligently over the past decade to reduce the long-term cost of retirement-

related benefits. Our pension and retiree healthcare systems have been closed to new hires for 

many years. Additionally, management and labor groups have worked to reduce pension costs 

for active employees by implementing benefit changes that shrink actual pension payments to 

retired employees.   

A positive note on retiree benefits: our 2025 audit shows that the retiree healthcare system 

(OPEB) is 117% funded (see page 99 of the June 30, 2025, audit). Our June 2025 audit indicates 

 $-
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that the city can stop OPEB (Other Post-Employment Benefits) payments going into FY 2026-

27.  

Chart 4 on page 12 shows how funding levels for our OPEB benefits have changed over the last 

several years and now sit well above 100%. 

On June 30, 2025, OPEB funding stood at 117% funded. We project the fund will be 

approximately 120% funded by the end of FY 2025-26. This will allow the city to stop contributing 

to the fund for at least the next fiscal year, saving the general fund about $1 million and another 

$800,000 across other funds.  

Even without making contributions in FY 2026-27, staff projects ending that fiscal year with a 

funding level of 115%. This is achieved through modest market growth of 4%. If market growth 

were around 6%, we’d end the fiscal year at around 118% funded.  

For cash reference, our OPEB obligations are about $25 million , and we should end the fiscal 

year with more than $29 million in our OPEB account. 

Staff will keep a close eye on this account and its funding level. We’re planning to contribute to 

the OPEB fund again in FY 2027-28, though at a lower rate than before.  

 

 

 

 

 

Chart 4 – Other Post-Employment Benef its (OPEB) 

 

** 2024 represents an 18-month “plan year” to move the fund to align with our f iscal year 
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* Note projected funding levels 

 

Fund Balance Projections 

Staff has been cognizant of the city’s fund balance policy while putting this budget together. The 

policy requires us to maintain a minimum fund balance of 13%. Historically, the fund balance 

usually sits around 20%.   

Our fund balance percentage is calculated by dividing the unrestricted fund balance by the 

previous year’s revenues (this is part of our audit and can be found on page 28 of the June 2025 

Audit – linked above).   

In our June 2025 Audit, the unassigned fund balance was $7,080,481. Following our mid-year 

budget adjustments, this number is projected to be $7,292,316 (our auditors will have to confirm 

this estimate). Using our previous year’s revenue of $40,793,281, our unrestricted fund balance 

is 17.88% for the current fiscal year (FY2025-26).  

We are proposing to use $421,000 of our fund balance this coming fiscal year. We’re projecting 

to end FY 2026-27 with a fund balance of about 15.54%, meeting the City Commission’s fund 

balance policy requirement. 

I do want to note that even with utilizing monies from the fund balance this fiscal year, we are 

still projected to be ahead of where we were last fiscal year on the unassigned fund balance. At 

this time, five-year projections indicate the city will remain  above the 13% threshold in each of 

the next five fiscal years and will be nearing 18% in FY 2030-31.  

Fund Balance Formula 

Unassigned Fund Balance/Previous Year Revenue = Unassigned Fund Balance Percent 

$6,871,363 / $44,216,315 = 0.1554 (15.54%) 

 

Miscellaneous Budget Notes 

• Each of the city’s Brownfield Tax Capture areas are performing as expected. The scattered-

site housing brownfield continues to exceed expectations, which is why we’re excited to roll 

out the Housing Fund this fiscal year.  

 

• Major and Local Street Funds plan to construct several large-scale projects, including the 

reconstruction of Lakeshore Dr., & lower W. Western Ave. Other projects include the mill and 

resurfacing of Western Avenue from 4th Street to Terrace.   

 

• The Downtown Development Authority has been performing as expected this fiscal year This 

coming year, the DDA will continue to be fully responsible for all expenses formerly handled 

by the now-disbanded Downtown BID (Business Improvement District); this includes 

landscaping and snow removal in the Downtown. Downtown Landscaping is contracted to 
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Barry’s Greenhouse of North Muskegon. This year will also be the third year for the DDA to 

cover the costs of seasonal DPW workers picking up downtown trash and general 

maintenance.  

 

The city is also anticipating additional development in the core downtown in Fiscal Year 2026-

27, with the second phase of Lakeview Lofts now underway, as well as The Shaw 

Development and developments in the Third Street corridor – including housing and office 

space expansions.  

 

Spring 2026 also brought the groundbreaking of a new downtown hotel, the Element by 

Marriott. These new activities will have an additional positive impact on the DDA’s tax capture 

in future years.  

 

• The Marina and Launch Ramp Fund will continue to operate at approximately half capacity 

after losing the center tee-dock at Hartshorn Marina. All available slips will be filled; however, 

the loss of approximately 50 slips will keep the marina operating at a loss.  

 

• The Water Fund saw significant improvement in its net position and unrestricted fund 

balance. Staff is excited to note that as of June 2025, the fund moved in to a positive 

unrestricted fund balance for the first time in several years (see page 42 of the June 30, 

2025, audit). We expect the trend to continue this fiscal year and into FY 2026-27. The goal 

is to build up a 6-month operating surplus.  

 

The city continues to make capital investments needed to keep pace with the State of 

Michigan and the EPA-mandated lead service line replacement. Additionally, the state’s 

revolving loan fund forgives portions of the investments made by cities using the program.  

 

Staff has recommended another water rate increase for FY 2026-27. We know this can be a 

burden to residents, and we don't take this recommendation lightly. However, we must meet 

our long-term objective of building a fund balance equivalent to six months of operating 

expenses (or about $6.5 million). It will likely take 4 or 5 more years to reach this level in the 

fund balance. City staff will closely monitor our water fund’s unrestricted position and are 

hopeful that any further rate adjustments needed will be more modest than in the last three 

fiscal years. 

 

 

 

 

 

 

 

 

Table 3 – Water Fund 
Revenues and Expenses 

FY 2026-27 
Revenues 

$23,745,166 

FY 2026-27 

Expenses 

$23,170,738 

FY 2026-27 
Balance 

$574,428 
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• The Sewer Fund is structurally sound, and it is projected to continue carrying a positive net 

position and an appropriate fund balance going into the next fiscal year. (Please visit p. 42 

of the 2025 audit, linked above, for more information on the state of the sewer fund.)  

 

 

 

The sewer fund should maintain a minimum fund 

balance of $5 million. We’re projected to be at that 

level while funding needed infrastructure projects.  

 

• The Equipment Fund is an internal service fund that owns/maintains most of the city’s 

equipment (cars, trucks, machinery, etc.).  The fund will expend $2,150,000 in capital 

purchases in FY 2026-27. 

 

 

 

• The Public Improvement Fund will continue 

functioning as the city’s capital projects fund. 

The fund sits outside the General Fund and 

cannot be used for staffing or general fund 

programming purposes. Staff plans to 

expend $523,000 on various capital 

improvements, including park 

improvements, a new metal roof at the Central Fire Station (which is also home to Central 

Dispatch and the main IT hub for most municipalities in the County), as well as replacement 

body worn cameras for the Police Department. 

 

CITY COMMISSION PRIORITIES: 

Parks & Recreation 

Table 6 – Total Parks & Rec Expenditures Across All Funds  

Table 4 – Sewer Fund Revenues and 

Expenses 

FY 2026-27 
Revenues 

$10,715,412 

FY 2026-27 

Expenses 

$11,982,970 

FY 2026-27 
Balance 

($1,267,558) 

Table 5 – Public Improvement Fund Expenses  

Item  Cost 

Central Fire Station Roof $210,000 

Body Worn Cameras – PD $163,000 

Parks Investments $150,000 

Total $523,000 
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Investments in city 

parks continues to be a 

priority of the City 

Commission. These 

investments include 

reconstructing the 

ramp access at Kruse 

Park, installing an ADA 

accessible fishing area 

and rehabbing the 

bathroom at Hartshorn 

Launch Ramp and 

Park.  

The Parks & 

Recreation team have worked closely with our partners at Muskegon Public Schools and the 

Boys and Girls Club to expand summer sports clubs/camps programs to complement what our 

partner organizations around the community are already doing. This coming summer, that 

includes offering an evening summer program at Hackley Middle School. 

 

HISTORICAL REVENUE INFORMATION 

Over the last decade, the City of Muskegon has seen a significant increase in General Fund 

revenues from just under $25 million in FY 2014-15 to more than $44 million in FY 2024-25 (our 

most recently audited numbers). This is an average annual increase of 5.5%. However, two 

years (FY 2021 & FY 2023) were far above average, with double-digit gains, and FY 2019 had 

0.06% growth.  After removing these high and low numbers, the average annual increase is 

closer to 4%. Please note that this FY will be closer to 2019 in terms of revenue growth. 

Although our historic revenue growth figures are impressive, they look different when adjusted 

for inflation. Our FY 2024-25 revenue of $44,216,315 equals $32,552,403 in 2015 dollars, $11.6 

million less, and represents a growth of about $7.7 million over those 10 years (when adjusted 

for inflation).  

Staff highlights this information to temper expectations about what can be done with this 

additional revenue. We are moving in the right direction  and are in a much better situation than 

many other communities. But when everything is considered, the City of Muskegon still has tight 

budgets and may not be as flexible as it might seem at first blush. Changes in the market, 

revenue fluctuations, and other unpredictable factors all point to continued reasons to be prudent 

in how funds are accounted for year to year. 

Charts 4 and 5 below show the difference in growth curves between actual and constant dollars. 

Constant dollars are adjusted for inflation to reflect the true buying power of money over time, 

allowing for year-to-year comparisons. 

Chart 4 – General Fund Revenues 

Fund Department FY 2025-26 

Allocation 

Change 

General Recreation (depts. 751 & 

755) 
$430,005  

General McGraft Park $144,431  

General Park Maintenance $2,952,223  

General Forestry $49,352  

General Fund Dollars to Parks & 
Rec 

$3,576,011 6.69% 

Federal Grants ARPA $1,385,182  

Public 
Improvement 

Capital Projects $150,000 

Grants & Non-General Fund Dollars $1,535,182 

Total dollars allocated to Parks & 

Rec 

$5,111,193 (1.7%) 
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Chart 5 – General Fund Revenues in Constant Dollars 

 

These revenue numbers also need to be considered relative to some factors that are primarily 

out of our control – pension administration, which is discussed above on page 7. 

 

FUTURE REVENUE/EXPENSE PROJECTIONS 

As part of our budget preparation, the city’s senior staff reviews a basic 5-year projection to 

understand projected costs for pensions, salaries and benefits, and other expenses. This helps 

us assess the impact on our fund balances, which must remain around 13%. 

As noted in the pension cost discussions on page 7, we have projections for those costs through 

FY 2031-32. We also assumed a 3.5% growth in General Fund revenues (slightly below our 

average), a 3.5% growth in salary and benefits, and a 0% increase in non-salary expenses for 

FY 2027-28, with slightly higher non-salary expenses in future fiscal years. Please keep in mind 

that FYs 2025, 2026, and 2027 saw overall reductions in non-salary costs. The projections also 
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consider when bond payments end and remove one-time revenues from this year’s budget. Also 

note that OPEB payments are phased back in for FY 2027-28. With these assumptions, the 5-

year budget projected in Table 7 is shown. You will note that we are projecting several small 

deficits, but in each case, we remain above the 13% fund balance requirement, and the $1.8 

million budget stabilization fund is not used. 

If one were to factor in the budget stabilization fund, our fund balance would stand around 20%. 

Table 7 – Basic 5-year budget projection  

 

(Please keep in mind that this budget projection does not include any capital expenditures in the general fund or additional 

staffing. We have taken the previous year’s unspent revenue (difference line)  and added or subtracted it to/from the unrestricted 

fund balance to maintain our minimum fund balance.)  

 

 

 

OTHER NOTES 

Delayed Capital Projects 

To present this year’s budget, the staff decided to defer several capital projects, including: 

- Replacing the roof at City Hall:   $600,000  

- Reconstruction of City Hall Parking: $100,000 

- Trinity Health Arena Seating:  $500,000+   

Opportunities 

Despite many national and international challenges and inflationary concerns, the City of 

Muskegon is well-positioned for the future. Dr. Paul Isley’s (Associate Vice President for 

Academic Affairs at Grand Valley State University) 2026 economic forecast for Muskegon 

County projected that the community would weather current economic conditions better than 

many of our neighbors in West Michigan because of our local economy's diversification.  

We are also on the cusp of several significant lakefront development projects that will bring 

additional investment, jobs, tourism, and public access to the city.  

 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 FY 2030-31

GF Rev 45,521,144$    47,114,384$    48,763,387$    50,470,106$    52,236,560$    

GF Salary & Ben 23,546,846$     25,004,986$     25,880,160$     26,785,966$     27,723,475$     

GF MERS 5,020,925$       5,374,200$       5,889,000$       5,881,200$       5,413,200$       

GF non-Salary 17,374,326$     17,174,326$     17,010,198$     17,095,249$     17,180,725$     

Total Exp. 45,942,097$    47,553,512$    48,779,358$    49,762,414$    50,317,399$    

Difference (420,953)$         (439,128)$         (15,970)$           707,692$          1,919,160$       

Surplus to 445 -$                   -$                   (353,846)$         (479,790)$         

Projected Unrestricted FB 6,871,363$       6,432,235$       6,416,265$       6,770,111$       8,689,271$       

Fund Balance Percent 15.54% 14.13% 14.10% 14.37% 17.82%
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Furthermore, the city will continue to see significant economic investment in housing, both by 

the city and private developers. The city, continuing its own push in the housing market, will help 

increase home ownership for those who might not otherwise be able to afford a first home in the 

current environment.  

Challenges 

As pointed out in past budget messages, recruitment and retention of public safety personnel 

will again be front and center in the coming year as we compete with other municipalities for a 

shrinking pool of candidates. Public Safety Director Tim Kozal and his team are working to make 

Muskegon an attractive option for public safety professionals—this is about more than pay and 

benefits.  

As also noted last year, uncertainty at the federal level remains a paramount concern going into 

the new fiscal year.  

Economic uncertainty at the national and international levels could also impact the local 

economy. A drop in manufacturing production could negatively impact income tax revenues. A 

reduction in investment income could also affect the city’s net position.  

Questions about the future of Adelaide Point development's first phase weigh on the community.  

Determining the best way to support and manage the growing unhoused population in the 

greater Muskegon Community will also be a challenge for the city and our neighbors in the 

following year.  

Future Recommendation 

To ensure our financial resources are aligned with the commission’s most important goals and 

the city’s needs, we recommend transitioning to a priority-based budgeting (PBB) model in future 

fiscal years. After staffing costs, contracts, pension administration, and other fixed costs are 

accounted for, the balance of funds are appropriated based on a priority basis for the coming 

fiscal year. PBB offers a more transparent, strategic, and flexible approach to budgeting, 

empowering the city to focus on outcomes that matter most in each fiscal year by adapting more 

effectively to changing fiscal environments. Adopting this approach will not only strengthen 

accountability and decision-making but also enhance our ability to deliver high-impact services 

in a way that is both fiscally responsible and forward-thinking.  

Conclusion 

Muskegon ’s finances are expected to remain healthy, but we still have several lean years ahead. 

Our current fiscal position results from the administration's strong long-term fiscal management 

(going back decades) and oversight of the Finance Department, which are in concert with the 

policies adopted by the City Commission.  

With the hard work of staff throughout the city, we remain well-positioned as a leader in 

community development, urban revitalization, and tourism over the coming years, as long as we 

continue to focus on growing our population and tax base in sustainable, resilient, and equitable 
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ways. This proposed budget will help to maintain a strong and vibrant city that offers residents 

the best quality of life. 

  

Respectfully Submitted 

 

Jonathan C. Seyferth     Kenneth D. Grant 

City Manager      Finance Director 

 

 

BUDGET FAQs 

1. What is the budget? 

The budget is the financial plan for the City of Muskegon. It details planned operating 

and capital expenditures. The budget document includes the appropriated/proposed 

expenditures for a given year and the projected means of funding them. In addition, a 

long-range financial plan is developed using the prior year's budget as the starting point. 

The budget document serves as a policy instrument, financial planning tool, operations 

guide, and communications device.  

 

 

2. What are the multi-digit codes on the left of each budget page?  

 

Each budget category has a corresponding budget code, generally nine (9) digits long. 

The first three digits indicate the fund, the second set of three digits indicates the 

department, and the third set identifies the account.   For example, 101-215-750 would 

be General Fund, City Clerk’s Office (department), and then Capital Outlays (account).  

 

 

3. Is there a way to easily tell the difference between revenue and expense lines?  

 

Yes! If the department code is 000 (second set of digits), that is a revenue line. 

Revenues are also presented at the beginning of each fund.  

 

 

4. Why do some revenue lines have 15 digits rather than the standard nine (9)?  

 

Fifteen-digit codes represent a specific project that falls under a specific account.  

 

 

5. What information am I looking at in the four (4) budget columns in the Budget?  
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Looking at those columns from left to right, you will see the most recently completed 

and audited fiscal year (in this case, FY 2023-24). This represents the total revenue, or 

the amount of money spent from that line item.  

 

The next column to the left says “Amended Budget” for the current fiscal year. 

Generally, this amended budget is based on the 2nd Quarter forecast in mid-winter. 

This is how much the City Commission has authorized staff to spend in this budgeted 

account. From left to right, the third column is the activity in each account year to date. 

In this case, it is for activity through May XX, 2025. The last column represents the 

budget recommendation the staff is making to the commission for the upcoming fiscal 

year. 

 

This information can help provide the City Commission and the public with a snapshot 

of where we were with our most recently audited numbers, the current approved 

(amended) budget, the current activity level, and next year’s recommendation . It’s a 

three-year snapshot of our budget on an account-to-account basis.  

 

 

6. How does the staff prepare the budget recommendations for the City 

Commission? What’s the team's process before presenting them to the 

Commission and the public?  

 

The city’s fiscal year is July 1 through June 30. The budget is developed and 

considered between January and June. Monitoring and adjustment of the budget occur 

throughout the year. The following is a typical calendar. 

 

January:  

o Special City Commission, fiscal year priorities  

 

January – February:  

o Review/prioritization of capital project plans (capital projects come f rom multiple funds 

across the organization, and some are supported by multiple funds).  

 

March – April:  

o Revenue Estimation (Finance & Administration Division/Manager’s Office) 

o Fixed costs added to the budget  

o Senior staff have discussions regarding budget priorities  

o Department heads are provided with a budget number to allocate as they see fit 

into their various accounts and provided with context on the current budget 

situation, including any significant changes 

o Budget meetings with each Division & Department Head to discuss budget 

requests 
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May: 

o Budget Presentation & Public Hearing  

 

June: 

o Budget Adoption  

 

Throughout this process, the City’s senior staff is kept up to date on where things stand 

with the budget and budget priorities. Management also works to keep the commission 

up to date on changes in the budget environment.  

 

The administration aims to present the budget in bite-sized pieces over several 

meetings to allow the Commission and the public time to understand the budget 

environment and the logic behind budget recommendations. The staff’s goal is to adopt 

the budget at the first meeting in June. Budgets must be adopted by June 30 as the new 

Fiscal Year starts July 1. 

 

 

7. Does anyone other than the Commission and staff have involvement/input into 

the budget?  

 

Yes! Multiple boards and committees, including The Downtown Development Authority 

(DDA), the Citizens District Council (CDC), the Lakeside Business Improvement District, 

the Muskegon County Wastewater Users Group, and the City of Muskegon Parks and 

Rec Board, provide input and recommendations to the budget. 
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