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The Ann Arbor City Council has 
approved the issuance of bonds 

that will assist owners of commercial 
property in making improvements de-
signed to help save energy under the 
city’s property assessed clean energy 
(PACE) program. The vote was taken 
at the council’s Feb. 19, 2013 meeting.

Back in 2010 the state enabled leg-
islation and “in 2012 PACE officially 
opened for business in Ann Arbor so 
interested commercial and industrial 
property owners could get financ-
ing for improvements on buildings 
that improved energy efficiency,” 
said Rebecca Filbey, the PACE pro-
gram administrator for Ann Arbor.

“The target project pool was $1 mil-
lion and though we didn’t reach it, 
we wanted to move forward with a 
bond, so Ann Arbor opted for a ne-
gotiated sale and approached local 
banks for a lesser amount” said Filbey.     
See PACE Page  2. 
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Ann Arbor’s PACE
Initiative is Underway

Yes, “It was the best of times. It was the worst of times.” This is not a Dick-
ens’ tale, it’s OPEB or other post employment benefits, a story about a 

lurking, sometimes invisible giant being played out in cities across America 
and it could be coming to a municipality near you...in fact odds are,  it’s there 
already. See OPEB Page 3.

 A NEW MUNI 
BOND BOOK

Mu n i c i p a l 
bonds give 

state and local 
governments the 
funds they need 
to make improve-
ments in public 

infrastructure—think schools, sewers 
and hospitals.  But today these once 
stable investments teeter a bit as cities 
do likewise, and words like municipal 
bankruptcy are making the rounds.  

Still, like an adventurous explorer 
who knows the lay of the land, a mu-
nicipal investor equipped with proper 
tools can both navigate today's rocky 
municipal terrain, and potentially prof-
it by spotting the right opportunities. 
See FISCHER on Page 7.

MICHIGAN FUTURE 
CITY AND KRESGE - SEE 

“ DETROIT” PAGE 9



In January 2013 they advertised 
the opportunity and accepted 

bids and quotes from banks. Then in 
February the City Council gave the 
treasurer the approval to sell bonds 
explained Filbey. 

“It was one of the last administra-
tive steps to take. On March 7th, 
2013, we completed the bond sale 
with Ann Arbor State Bank for 
$560,000. This is the first PACE bond 
sold in Michigan.” Once the appli-
cants finalize their financing agree-
ments with the City, they can begin 
working on their projects. Fund-
ing is disbursed to property own-
ers when projects are completed.

A Primer on PACE

Property Assessed Clean Energy 
or “PACE” bonds allow and encour-
age property owners—where develop-
ments already exist, to make “energy 
efficiency” and “renewable energy” 
improvements to their buildings. It’s 
an efficient and low risk method to 
finance energy retrofits on existing 
buildings.  

The first state to enact PACE legisla-
tion was California with the “Berke-
ley FIRST” program initiative. Today 
several other states have followed 
suit, Michigan among them.  Michi-
gan PACE legislation was approved 
in 2010 with Public Act 270.

PACE is a tool for states to achieve 
renewable energy efficiency standards 
and goals. Typically land-secured fi-
nancing has been utilized for specific 
projects which benefit the public—
things like sidewalks, parks, and out-
door street lighting. Certain districts 
are established and the properties 
contained within pay a portion of 
the costs back over a period of years. 
Under these arrangements, property 
owners see the fees on their tax bills 
and every property in a district must 
pay. PACE works in a similar fashion, 
however sign-up is voluntary and on 
a property-by-property basis, not dis-
trict wide.

PACE is helping to achieve goals 
that are part of a climate action plan 
approved by the Ann Arbor City 
Council in December 2012 for re-
ducing community energy use, ex-
plained Filbey. “It’s a tool to help lo-
cal businesses reduce their energy 
costs,” she said adding, “It is hoped 
that these improvements both lower 
utility costs and improve resale value. 

A building for sale with a new boil-
er and upgraded lighting should have 
a selling advantage over one with out-
dated fixtures and higher use costs,” she 
explained. Review the Summer 2010 
MAC Newsletter article, “The Future 
is Now:  PACE Yourself ” available 
via the MAC home page at www.mi-
macsite.com for more information.

 

Note: The Ann Arbor PACE Program 
is currently limited to commercial 
and industrial properties due to the 
terms of the state PACE legislation, 
though it might be expanded to in-
clude residential property in the future.
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PACE from Page 1

2

Do You have ideas 
to share with MAC 

staff ? 

Well, we’d like to hear 
them. 

Would you like to write 
a guest article or craft an 

opinion piece? 

Call or email us today. 
Thanks.
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A recent study titled Frequently 
Asked Questions: Local Govern-

ment OPEB in Michigan  conducted by 
Michigan State University used audit-
ed financial reports to evaluate 1773 
Michigan government units; these are 
cities, townships and villages, “and 
data excludes counties and school 
districts,” said Nicolette N. Bateson, 
visiting specialist at MSU’s State and 
Local Government Program—Green-
ing Michigan Institute & Department 
of Agriculture, Food and Resource 
Economics.  She is one of the study 
authors.  The FAQ will be available 
on MSU Extension’s website in March 
2013.  Of the 1773 government units 
311 provided some OPEB at fiscal 
year-end 2011 and 284 of those units 
provided complete reporting data. 

The comprehensive state study 
identified approximately $13.5 billion 
in OPEB liability—with funding level 
a mere 6%, about $810 million. “A full 
86% of the unfunded liability is from 
governments in southeast Michigan, 
located in counties such as Genesee, 
Lapeer, Macomb and others,” said 
Bateson. Oakland and Washtenaw 
area municipalities are also among 
those listed. Data was pulled from 
Department of Treasury audit reports 
submitted by local government units. 

The amount of unfunded OPEB li-
ability for the 284 local units of gov-
ernment that provided full data in 
2011 was $12.7 billion—unfunded 
pension liability was $3.1 billion and 
government debt $4.7 billion, much 
smaller by comparison, but still signif-
icant. The report segmented the data 
to compare population size against 
OPEB liability. And Detroit with the 
largest population had unfunded 
OPEB of almost $5 billion—about 
39% of the total liability reported.

Bateson evaluated OPEB across 
Michigan regions. “Southeast Michi-
gan had higher OPEB liability than 
all the other regions combined,” said 
Bateson, “and reasons for this relation-
ship include differing benefit levels and 
labor market dynamics.” Some differ-
ences result because healthcare insur-
ance and medical costs vary region to 
region within the state; car insurance 
works the same way.

Bateson was careful to point out 
that data is not always perfect. “Even 
when data is reported over several 
years, if pre-funding was assumed and 
a later determination recognized pre-
funding never happened, there might 
be adjustments upward of 20% in li-
ability tacked onto the following year. 
Also there can be revisions [upward] 
to healthcare costs for retirees year to 
year,” she said. 

The Struggle
Of 1773 local government units in 

Michigan, 70% of cities provide OPEB 
benefits while 7% of townships and 
10% of villages do. “In general, cities are 
more mature service providers with a 
long history of providing OPEB, so it 
was expected that a significantly high-
er percentage of cities offer OPEB.”   

There are 138 units prefunding on 
some level out of 284 fully reporting 
(284 is the net of 311 minus three lo-
cal governments with defined contri-
bution plans for retirement and an-
other 24 excluded because data was 
incomplete.) Defined contribution 
plans provide for retirement by set-
ting aside a predetermined amount 
of monies in a trust account during 
the employee’s career which accu-
mulates based on a vesting schedule, 
and can require employee contribu-
tions. In a defined benefit plan, the 
employer agrees to provide a pre-
determined benefit level during re-
tirement; some plans may require 
employee or retiree contributions.

Continued Next Page
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OPEB
it is Growing



Why does this matter? It highlights 
the struggle local governments now 
face: how to honor past promises 
while maintaining a current level 
of service to communities and their 
citizens. It's particularly significant 
in high fiscal stress communities. 
And while some areas have pre-
funded, "The majority of those that 
have prefunded are larger munici-
palities with population of 30,000 
to 200,000.  The majority of units, 
or 53% of those studied, have no 
pre-funding at all," said Bateson.

"At the local level municipalities 
can amend a benefit plan and cost 
sharing but the challenge is address-
ing cost increases above inflation and 
other drivers of health care costs," 
said Bateson. Chronic conditions, es-
pecially multiple conditions, and risk 
factors such as obesity and cigarette 
smoking ultimately increase the cost 
of medical care and insurance.  Even 
though some municipalities are seri-
ously evaluating OPEB from a cost 
standpoint and working hard to fund 
it in some way, it's still a burden—and 
a growing one.

THE NATIONAL LANDSCAPE

Back in 2008 America got a wake-
up call when pension funds saw 
big losses, forcing everyone to ask, 
"What's down the road and if it costs 
something, who pays for it?" Great 
question but answers don't come easy. 

In  January 2013 the Pew Center on the 
States issued a new report titled A Wid-

ening Gap in Cities: Shortfalls in Fund-
ing for Pensions and Retiree Health Care. 

They studied 61 cities and determined 
that in 2009 pensions were funded at 
74% out of $385 billion ($286 billion 
funded) while retiree healthcare bene-
fits were only 6% funded, $8 billion out 
of $126 billion total. This data was pulled 
from a Pew Charitable Trusts analysis 
dated 2012. City size ranged from New 
York with a population of 8 million to 
Burlington, Vermont, with just about 
42,000 residents.  The analysis covered 
about 45% of all municipal employees 
in the country. The study looked at 
193 pension plans and 100 plans that 
cover OPEB—which mainly included 
health care. Firefighters and police 
were included but not many teacher 
plans (less than 10 cities)—it depended 
on whether the city or the state listed 
the liabilities on financial statements.

OPEB a Primer
We don't hear much about OPEB. 

No raised eyebrows, no sit-ins.  While 
the private sector began accounting for 
OPEB in 1993,  it was a somewhat ob-

scure term in the public sector until 
just a few years ago. 

Most city, village and township 
leaders are focused on today's issues 
and obligations, not tomorrow's—
and OPEB clearly is a tomorrow 
problem. Many municipalities do not 
pre-fund OPEB liabilities, instead 
they opt for a pay-as you-go mental-
ity. However costs are rising at a pace 
far exceeding inflation, and with 
governments constantly balancing 
current needs with budgets, strains 
are surfacing forcing a closer look.

OPEB, the elephant in the room, 
are certain pension benefits received 
in retirement. Got healthcare?  Thank 
OPEB.  Got life insurance? Thank her 
again. Dental? Another thank you is 
due. 

OPEB liabilities occur when a gov-
ernment pays for a portion of retiree 
health care coverage directly. Some-
times retirees can get health cover-
age through a government employer 
after they retire, at cost, and become 
part of the government employer in-
surance pool—the same pool current 
employees are part of. 

And this actually can make cover-
age more expensive for current em-
ployees than it otherwise would have 
been and skews costs even higher.  It 
also highlights the difficulty with es-
timating liability costs.  

See Next Page.
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And when all the costs are added 
together, they become monstrous—
elephantine.

Most local governments pay retiree 
healthcare costs on a pay-as-you-
go basis in part because budgets are 
tight and it's difficult to set aside 
large funds that would be required to 
do the job adequately—it is difficult 
politically and realistically. But secur-
ing some side funds helps in the long 
run because investments can (hope-
fully) achieve future gains which can 
then be used to pay for future ben-
efits—with pay-as-you-go this op-
tion is lost. Pension funds set aside 
funds each year and as they appreci-
ate through sensible investment, the 
gains are available to pay retirees into 
the future.

THE GREAT GASB-45

For years governments didn't con-
cern themselves with OPEB liabil-
ity—what they owed in future years, 
and didn't bother to calculate it ei-
ther. But then GASB 45 came along 
and required governments to report 
annual OPEB cost and their "un-
funded, actuarial accrued liabilities" 
for past service costs. While GASB 45 
is a standard for reporting purpos-
es, there are holes in it—because it 
doesn't tell governments how to fund 
benefits. The main aim of GASB 45 is 
to foster transparency and better ac-
counting. But it does not require gov-
ernments to actually "do" anything, 
even when unfunded liabilities on 
paper are staggering. 

The Government Account Stand-
ards Board issued a statement, 
GASB 45 which ordered future fi-
nancial obligations—retiree ben-
efits, which could include munici-
pal bond debt too, to go on public 
record and be counted—estimated. 

Public pensions have followed 
similar rules for a long time but for 
many years there was no such dictate 
to track healthcare and other ben-
efits for retirees. GASB Statement 45 
was issued in 2004 and took effect 
in 2007 with a three year phase-in 
schedule depending on the local gov-
ernment’s level of annual revenues. 

Why Now? Possible Explanations
There are several reasons govern-

ments have saved almost nothing 
to pay for retiree health care in the 
future. One reason: they are not re-
ally visible or tangible—so it's easy 
to forget about them. Nobody re-
ally looked at the liabilities. But now, 
obligations with far too many zeros 
to count are impossible for govern-
ments to get a handle on—so govern-
ments often pay smaller current bills 
than attempt to pay off the balance. 

Also, it's hard to quantify the num-
bers. OPEB can vary because vest-
ing schedules differ, there can be rate 
subsidies and specific opt-out provi-
sions too said Bateson.  In  addition, 
as Bateson noted, “Actuarial calcu-
lations look forward 30 years to the 
future, when making predictions.” 

In a paper titled OPEB Ratio Analy-
sis: Budgeting, Benchmarking and Bet-
ter Communications, authors Bateson 
and Dr. Eric Scorsone, PhD, also from 
MSU, looked for benchmarks and 
identified ratios useful for evaluating 
liabilities—which can be pulled from 
available financial statements. They 
identified five measurements for eval-
uating OPEB.  One key component is 
discussed below.

ARC: NOT NOAH’S 
But a Flood Could be Coming

Annual Required Contribution
Actuarial calculations must look 

at benefits employees have already 
earned and any future expected ben-
efits which will be earned as service 
is provided. The reason: pension and 
OPEB benefits have been offered for 
years—long before GASB 45, and they 
must be accounted for in some way.  

The actuarial present value that gets 
allocated to prior years of employ-
ment and is not included in future 
costs GASB calls the actuarial accrued 
liability. The part of AAL that exceeds 
the available assets is the unfunded li-
ability. When a plan has investments 
they can be used to fund AAL and 
these resources are called the actuarial 
value of assets. The annual required 
contribution or ARC consists of the 
"normal cost"—what must be paid this 
year to account for current employee 
earned retirement benefits, and the 
part of unfunded liability that gets am-
ortized in the current period. 

See Next Page
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Bateson said, "In short, ARC is 
the amount you need to pay for ser-
vices you provide today and what is 
needed over time to fund the OPEB 
liability." A lot more detail is avail-
able in GASB's Other Postemploy-
ment Benefits: A Plain-Language 
Summary of GASB Statements No. 
43 and No. 45. 

Out of the 284 Michigan units of 
government evaluated, the actual 
percent of OPEB ARC funded is 
58%—resulting in a 42% shortfall 
pointed out Bateson. She said, "Pen-
sion ARC for those same units is 
funded at 101%. It's OPEB that's the 
elephant in the room." And while 
some municipalities are beginning 
to pre-fund, about 47% of 284 units, 
it amounts to just 6% of the OPEB 
liability itself being funded—com-
pared to 86% of pension liability be-
ing funded.  The bottom line: fund-
ing is far short.

Legal Protections
Illinois has been debating the con-

stitutionality of retiree healthcare 
benefits for a few years.  Michigan 
may do the same. They are not con-
sidered constitutionally protected, 
unlike Michigan's public sector 
pensions which are. For more de-
tail refer to State Pensions: The Good 
The Bad The Underfunded, an article 
from the Winter 2011  MAC news-
letter.

Healthcare benefits generally don't 
vest, which means an employer can 

make changes for current employees. 
However an organized workforce of-
ten operates under a different set of 
rules, and this can prevent change. 
Today's health costs are increasing 
much faster than inflation, upwards 
of 7%-12% depending  on the plan, 
and government piggybanks run-
ning near empty may force change 
whether employees are ready or not.  

Relief for the OPEB liability 
owed to current employees can be 
achieved through labor negotiations 
and evaluating the benefit plan de-
sign for all other employee groups.   
Plans with a higher portion of for-
mer employees [i.e. retirees] face 
a complex maze of unpopular op-
tions.  

“The analysis begins with re-
searching previous contracts and 
employee handbooks to better un-
derstand the commitments made. 
Next, the municipality performs a 
cost benefit analysis of plan modifi-
cations,” said Bateson.  

“In some instances, significant 
savings can be reached through 
better coordination with Medicare 
and better management of prescrip-
tion drug plans.  In addition, cities 
such as Chicago, have been advised 
to evaluate the upcoming insurance 
exchange under the Affordable Care 
Act.  The exchange may provide an 
option to control plan costs for pre-
Medicare retirees.  As the munici-
pality explores these options, their 

team should include an experienced 
benefits consultant, actuary, and la-
bor attorney to achieve a better in-
formed outcome," further explained 
Bateson.  

Ratings
Bateson said with the fiscal stress 

some municipalities are under, rat-
ing agencies are taking a closer look 
at OPEB.  "Sometimes OPEB un-
funded liability is compared to tax-
able value—or by looking at ARC 
relative to government wide reve-
nue  [general funds, special revenue 
funds.] In Michigan OPEB ARC as 
a percent of general fund revenue is 
20%," said Bateson.  

For the one city with a popula-
tion over 200,000, the City of De-
troit, it's 27% of general fund rev-
enue and in small cities with less 
than 1500 in population, just 8%.  
OPEB issues are not going to disap-
pear soon, though some wonder if 
the promises made will. In general, 
"Many in the financial community 
view OPEB [benefits] as something 
that can go away though those rep-
resenting employees at the negotia-
tion tables probably don't see it that 
way," Bateson said. 

As recently as January 2013, Flint's 
prescription drug plan changes or-
dered by Michael Brown, the former 
emergency manager, were over-
turned by Genesee County Circuit 
Judge Archie Haymen. 

See Next Page 
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The change was ruled unconsti-
tutional  because the contract was 
considered protected by the Michi-
gan Constitution, per the judge's 
written opinion. Appeals are cur-
rently underway.  This highlights the 
difficulty stressed cities face as they 
maneuver about in unchartered and 
somewhat untested "legal" waters, 
surrounded by existing contracts 
and State Constitutions. 

Moody's Investor Service is evalu-
ating new standards for unfunded 
pension liabilities in an effort to 
make government pension and 
OPEB costs clearer. While transpar-
ency is always good, there's a po-
tential downside too: local units of 
government might be downgraded 
under the new standards leading to 
increased borrowing costs. 

Bateson who has worked in labor 
relations for over 20 years as an ex-
pert witness said an issue with labor 
contracts, "is their short term view. 
Whether you are talking about the 
private or public sector, few employ-
ers evaluate the long-term impact of 
contractual OPEB commitments. 
There's no long term cost model." 
So through MSU she began to ask, 
"Is there a model local officials can 
use to evaluate the sustainability of 
OPEB promises?" 

Together with Scorsone, they be-
gan to examine ratios based on 
available data—not just for Michi-
gan cities, but nationally. Bateson 

said, "When I started looking at this 
information in 2011 Boston was 
the highest in terms of OPEB costs. 
They  subsequently negotiated with 
a coalition of current employees and 
retirees to achieve improved coordi-
nation of benefits and plan modifi-
cations that resulted in a $772 mil-
lion reduction in the OPEB liability.”

Nicolette Bateson is a certified pub-
lic accountant in Michigan with 
more than 20 years of municipal fi-
nance and management experience. 
She serves as a visiting specialist at 
MSU researching municipal fiscal 
stress as well as providing educa-
tional programs for local govern-
ment officials and their constituen-
cies. In February 2013 she joined 
the Detroit Water and Sewerage De-
partment as its first chief financial 
officer.

Dr. Eric Scorsone is a faculty mem-
ber in the MSU Department of Ag-
ricultural, Food and Resource Eco-
nomics and is an MSU Extension 
Specialist. Eric’s experience as an 
economist includes planning, budg-
et and policy analysis for both state 
and local government. He is a na-
tionally recognized expert on mu-
nicipal distress policies and strate-
gies.

Traci Taylor is a graduate assistant 
with the MSU Extension State and 
Local Government Program and is 
working toward a masters’ degree 
in Agricultural, Food, and Resource 

Economics.  With an undergraduate 
degree in chemical engineering, she 
worked as a process engineer in the 
petrochemicals industry in Louisi-
ana. She subsequently committed a 
year of service at the volunteer center 
in New Orleans with AmeriCorps 
VISTA and then interned for an anti-
poverty nongovernment organization 
before commencing her graduate 
studies at Michigan State University.
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FISCHER FROM PAGE 1
In Investing in Municipal Bonds: 

How to Balance Risk and Reward for 
Success in Today’s Bond Market, Dr. 
Philip Fischer gives readers whether 
lay investor or professional dealer, the 
right mix of analysis and information 
so each can make intelligent invest-
ment decisions. Without doubt, it’s 
a handy reference, and readers will 
want to keep it within reach as they 
take a closer look at today’s municipal 
market.

Fischer’s interest in municipal mar-
kets began while in graduate school at 
the University of Oregon. He became 
involved in a research project involv-
ing municipal bonds, a topic he knew 
little about at the time, and interest 
grew, eventually becoming  the sub-
ject of his dissertation.  

During his career, Fischer has as-
sumed a variety of roles—including 
chemical engineer in the oil industry,  
and professor at State University of 
Albany (New York). 

See Next Page
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Eventually he became a 
member of financial firms 
on Wall Street—and en-
joyed 20+ years of success 
and promotion, includ-
ing a role as head of the 
Municipal Research and 
Global Indexes Group at 
Bank of America Mer-
rill Lynch. Later as part of 
a partnership, he created                                 
eBooleant Consulting LLC, 
where he now works with 
institutions helping them navigate 
the world of fixed income securities. 

Investment books abound. Check 
online retailers—you’ll find numer-
ous options. But Fischer believes new 
municipal investment texts like his 
are valuable resources in particular 
today because municipal bonds are 
often referred to as somewhat mys-
terious and the perception hurts so-
ciety—states, cities and villages—the 
places where we work and play. 

“Education is key. It’s tantamount 
to eliminating the arcane perception 
[investors and regulators have] that 
persists in the municipal market-
place and with it the better off we’ll 
all be in the long run,” said Fischer. 

Fischer’s book focuses on the 
broader market reader and avoids 
jargon wherever possible, instead de-
scribing terms using phrases people 
can understand; readability at all lev-
els was crucial. “The book is intend-
ed to give a sense of the market when 

someone does 
not come from 
an investment 
background but 
at the same time 
provide invest-
ment bank-
ers and traders 
with opportu-
nities to learn 
too. Chapters 
focusing on the 
micro-market 
and taxation 

will interest professionals already 
working in the industry, but in truth 
anyone who reads official statements 
or wants to learn better how to deci-
pher them will also benefit by read-
ing the material,” said Fischer.

The book aims to assist financial 
advisors in giving their clients suit-
able recommendations for their 
bonds. A regulator will find “a sense 
of the municipal market as a whole,” 
explained Fischer. At times, people 
confuse the municipal market with 
the general bond market and, “They 
think of bonds as specially taxed 
corporate bonds, but they are public, 
not private, and they are necessary. 
Don’t we want sewers and roads?” he 
asked. Our nation depends on them. 
And when a problem arises in the 
muni-market as a whole, the whole 
country suffers. 

The first chapter of the book sets 
boundaries around the market and 
uses historical examples, beginning 
with money used in the colonies, 

then explains important terms in the 
law which deal with contracts and 
how states and cities go about repay-
ing their debts. Fischer covers a lot of 
ground including the default history 
of rated bonds, which seldom occurs, 
versus nonrated bonds which have at 
times defaulted but provide more in-
vestor reward albeit with greater risk. 

Other chapters deal in the munici-
pal “rules” including the de minimus 
rule which states that if a bond issued 
at par is purchased at a discount to 
the face value in excess of a quarter 
point each year between when it was 
purchased and when it matures, then 
tax must be paid on the bond. Fischer 
dedicates time to the task of deter-
mining which asset class is right for 
advisors and their clients. 

The book is relevant today because 
the municipal market has a role to 
play, one often misunderstood. Fis-
cher said, “People who are not experts 
make allegations about its risk profile. 
Regulators sometimes don’t under-
stand who buys and how [municipal] 
bonds are integrated with state and 
local government.” To not have mu-
nicipal bonds, “can wreak havoc on 
a local government,” he added and it 
can and does at times happen. 

If you are a lay investor, start with 
Chapter 1, advises Fischer adding, 
“But underwriters and bond lawyers 
should find chapters of interest too 
and dive in.”  

See Next Page.
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In Detroit both jobs and residents have declined over many years. Research and analy-
sis over the two-year planning process suggests there are 27 jobs for every 100 resi-

dents. Detroit Future City recognizes that business as usual won’t work.  The City’s fiscal 
crisis, joblessness, and poverty are wide spread, health challenges are numerous, and 
access to necessary goods and services are often unavailable.  

To address these challenges, Detroit Future City offers a framework for decision-mak-
ing that uses transformational strategies spread across five planning elements to im-
prove the quality of life in Detroit and create a viable and sustainable long term future. 
One of the DFC planning elements considers land use. DFC reviews the physical condi-
tions and market characteristics of the city at-large, and outlines an array of land-use 
typologies that provides a comprehensive guideline for future development to achieve a 
sustainable distribution of density and functions across the city. 

As it stands now, over 80% of vacant industrial property parcels are smaller than an 
acre. And there are clean-up and contamination issues to deal with on many properties 
too.  The framework suggests being strategic and coordinated by leveraging important 
linkages between neighborhoods, transit, and employment.   Look at Midtown and oth-
er areas. There is growth. The plan is to build on what is already going “right” using the 
DFC blueprint as the gatekeeper.

And mass transit, green spaces and walk-ability are part of the DFC plan too because 
they found in their analysis that residents and commuters alike want it; and that it’s a 
service the City should be able to provide.

See Next Page

It’s no secret. Detroit has its 
share of problems but there 

is a beacon of hope on the ho-
rizon—Detroit Future City, a 
strategic framework created 
by the Detroit Works Project 
Long Term Planning process. It 
is readying to start implemen-
tation after extensive research 
and active community engage-
ment that included input from 
city stakeholders, including 
residents and workers in the 
city. 

And the recent $150 mil-
lion funding pledge from the 
Kresge Foundation should give 
the project an extra boost as it 
moves forward. But DFC is not 
about money whether it comes 
from Kresge or elsewhere—it’s 
about allocating resources in 
the most economical way, to 
exert the biggest community 
impact and turn around De-
troit.

9

FUTURE CITY PROJECT: DETROIT ON THE RISE

Even difficult material is made easy to read. Fischer’s ultimate goal is not just to sell books.  It’s also to “offer profession-
als in the field a way to explore areas they may not be familiar with while simultaneously providing a vehicle for educating 
other people with whom they associate,” he said. 

About the Author
eBooleant Consulting, LLC was founded by Dr. Philip Fischer and John B. Sprung. Fischer is recognized as an expert 
in the area of fixed income securities. Prior to establishing a partnership, he worked for years on Wall Street involved in 
complex high value deals. He is considered a top municipal bond strategist within the United States by both Institutional 
Investor and Smith’s Research. His first book  Investing in Municipal Bonds: How to Balance Risk and Reward for Success 
in Today’s Bond Market (McGraw-Hill Professional, Jan. 2013) is available at www.Amazon.com. Fischer holds a Ph.D 
and MBA in Finance from the University of Oregon, a J.D. from Loyola School of Law and a B.S. Chemical Engineering 
from Oregon State University.  
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MAC sat down with Dan Kinkead, Design Principal at 
Hamilton Anderson Associates, and James Canning a 
communications consultant at DFC to dive into the de-
tails of the plan. 

MAC: Who started this in the first place?
CANNING: Mayor Dave Bing initiated the Detroit 
Works Project in 2010, and a year later he revised the 
effort to look at short term and long term strategies.  Af-
ter nearly three years of analysis and robust community 
engagement, Detroit Future City was introduced by the 
Long Term Planning Steering Committee and its com-
munity partners in January.  Since then, we’ve contin-
ued to meet with civic leaders, neighborhood groups, 
government officials, business, and others almost every 
day, giving presentations about Detroit Future City, and 
answering questions to help people gain a better under-
standing of how they can use the framework to improve 
the quality of life in Detroit.  

MAC: We all know Detroit is in trouble. But is seems 
the more money we throw at problems, the bigger the 
problems later on. Kresge has pledged monies. What 
oversight is there to make sure funds are spent properly 
and who will monitor it?
CANNING: Implementing Detroit Future City is go-
ing to require an infusion of new investment dollars, 
however the redirection of existing, available resourc-
es—city, state, federal, private, non-profit and philan-
thropic funds—that align with the recommendations of 
the strategic framework will be a major factor in its suc-
cess.  The Kresge Foundation has generously pledged to 
redirect its grant-making in Detroit over the next five 
years to align with Detroit Future City, which will help 
to inspire others to invest. 

MAC: Detroit at one time had 2 million people living in 
the city, today far less. And while optimism is in short 
supply and large demand, sometimes promises don’t de-
liver. So can you speak to the goals—in specifics? What 
do you want to accomplish and when?

CANNING: The first 5 years are critical to the success 
of Detroit Future City.  In addition to continued civic 
engagement and establishing the implementation con-
sortium and project management office, recognition of 
the changing needs of the city’s demographics must be 
addressed.  To create new forms of land use suggested in 
Detroit Future City, and to develop the long-term sus-
tainability that is needed to improve the quality of life 
in Detroit—within the first five years, one of the major 
actions that must take place is reform of zoning, land 
use, and land disposition policies and regulations.  Pub-
lic sector policy and regulatory reform is an important 
piece, but only one of many that will be necessary to 
make the plan successful.

MAC: How does Detroit Future City work to achieve 
the objectives James has laid out? 
KINKEAD:  At its core, Detroit Future City is a frame-
work to ensure decision-making is informed and stra-
tegically coordinated to maximize the impact of our 
resources and leverage individual strategies with one 
another.  The intersection of DFC’s five main planning 
elements really defines this framework, where important 
decisions around residential development can be linked 
to transit objectives, and to the employment districts in 
which residents work.  This framework also represents 
the culmination of nearly three years of fruitful engage-
ment with a wide array of stakeholders throughout the 
city.  This input informed DFC’s recommendations, and 
defined a platform for future authorship in how it is im-
plemented.

MAC: How will it all work together?
KINKEAD:  It will require important coordination 
across all public, private, and non-profit sectors, and 
a real commitment to shepherd decisions through the 
framework.  Much of this will include the clear need to 
think innovatively about how we can reutilize our land, 
and maximize the resources we have.  This will allow us 
to transform today’s liabilities into real assets and define 
Detroit as a leader in innovative urban redevelopment.  



This includes new 21st century infrastructure systems 
that work with our land to clean our air and water, em-
ployment districts that foster the creative reuse of ob-
solete industrial districts to accommodate new tech-
nologically driven artisanal start-ups, and new green 
neighborhoods that transform moderate land vacancy 
into community amenities that accommodate recrea-
tion, food production, and new development models.  

MAC: Can you give examples of some specific project 
you are working on? 
KINKEAD: We’re really focused on getting the full 
implementation team up and running right now, but 
there are projects and initiatives underway with im-
portant partners that are already working to fulfill the 
DFC framework and recommendations.  They include 
Detroit Water and Sewerage Department’s effort to in-
troduce new blue and green infrastructure systems to 
the city’s west side, Greening of Detroit’s coordinated 
tree planting program, Detroit Economic Growth Cor-
poration’s ongoing workforce development initiatives, 
and their work to guide investment within the main 
employment districts, and innovative and productive 
land reutilization strategies with Recovery Park.  These 
are just a few examples that demonstrate the breadth of 
partnership and activity, prior to formal implementa-
tion.  Along the way, we’ve also begun important policy 
coordination, and we’re continuing on ongoing civic en-
gagement efforts.  

MAC: What’s the value proposition? What are you go-
ing to get by way of a turn-around in the next year or 
two? Give specifics. 
KINKEAD:  Over the next year we want to get the im-
plementation team off the ground and focus on three 
core aspects: continuous engagement with all stakehold-
ers, necessary policy changes to accommodate DFC rec-
ommendations, and a range of actions and pilot projects 
to demonstrate how DFC can make an immediate im-
pact in our city. People living, working, and investing in 
Detroit must see action on the ground, whether through 
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existing large-scale partnerships, or through small scale 
neighborhood-driven improvements.

MAC: And further out what do you see and hope for?
KINKEAD:  DFC is a transformational project for Detroit, 
but we recognize that transformation cannot occur over-
night.  Along the way, important steps needed to be taken 
to fulfill the long term transformation while providing real 
and substantive improvements in our quality of life and the 
city’s overall sustainability.  Many of these steps need to be 
realized in the next five to 10 years, where employment, 
transit, environmental, and community improvements can 
be recognized and measured.  This will require effective co-
ordination across a wide range of stakeholders, and a com-
mitment to turning our city around.  This is an incredible 
opportunity for Detroit to define a new direction founded 
on innovation, thoughtful policy, and integrated action.  
I’m excited to see what comes next.   
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