City of New Baltimore, Michigan

Financial Report

with Supplemental Information
june 30, 2009




City of New Baltimore, Michigan

Financial Report

with Supplemental information
June 30, 2009



City of New Baltimore, Michigan

Contents
Report Letter -2
Management’s Discussion and Analysis 3-8
Basic Financial Statements
Government-wide Financial Statements:
Statement of Net Assets 9
Statement of Activities 10-11
Fund Financial Statements:
Governmental Funds:
Balance Sheet 12
Reconciliation of Balance Sheet to the Statement of Net Assets 13
Statement of Revenue, Expenditures, and Changes in Fund Balances 14
Reconciliation of Statement of Revenue, Expenditures, and
Changes in Fund Balances of Governmental Funds to the Statement
of Activities 15
Proprietary Funds:
Statement of Net Assets 16
Statement of Revenue, Expenses, and Changes in Net Assets 17
Statement of Cash Flows 18-19
Fiduciary Funds:
Statement of Net Assets 20
Statement of Changes in Net Assets 21
Component Units:
Statement of Net Assets 22
Statement of Activities 23
Notes to Financial Statements 24-42
Required Supplemental Information 43
Budgetary Comparison Schedule - General Fund 44
Pension Systems Schedule of Funding Progress 45

Schedule of Employer Contributions 46



City of New Baltimore, Michigan

Contents (Continued)
Other Supplemental Information 47
Nonmajor Governmental Funds:
Combining Balance Sheet 48-49
Combining Statement of Revenue, Expenditures, and Changes in Fund
Balances 50-51
Internal Service Funds:
Combining Statement of Net Assets 52
Combining Statement of Revenue, Expenses, and Changes in Net Assets 53
Combining Statement of Cash Flows 54
Fiduciary Funds:
Combining Statement of Net Assets 55

Combining Statement of Changes in Fiduciary Net Assets 56



lan C. o
oung & Associates, P.C.

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

7310 Woodward Ave., Suite 740 (313) 873-7500
Detroit, MI 48202-3165 (313) 873-7502 (Fax)
www.alancyoung.com

INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and City Council
City of New Baltimore, Michigan

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of the City of New Baltimore, Michigan as of and
for the year ended June 30, 2009, which collectively comprise the City's basic financial
statements as listed in the table of contents. These financial statements are the responsibility of
the City of New Baltimore, Michigan’s management. Our responsibility is to express opinions on
these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptrolier General of the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinions.

In our opinion, based on our audit, the financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of New Baltimore, Michigan as of June 30,
2009 and the respective changes in financial position and cash flows, where applicable, thereof
for the year then ended, in conformity with accounting principles generally accepted in the
United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
August 26, 2009 on our consideration of the City of New Baltimore, Michigan’s internal control
over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the result of our audit.



Auditor’s Report
City of New Baltimore, Michigan

The management’s discussion and analysis, the budgetary comparison schedule and
pension system schedules of funding progress and employer contributions, as identified
in the table of contents, are not a required part of the basic financial statements but are
supplemental information required by the Governmental Accounting Standards Board.
We have applied certain limited procedures, which consisted principally of inquiries of
management, regarding the methods of measurement and presentation of the required
supplemental information. However, we did not audit the information and express no
opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the City of New Baltimore, ‘Michigan’s basic financial
statements. The accompanying other supplemental information, as identified in the table
of contents, is presented for the purpose of additionat analysis and is not a required part
of the basic financial statements. The other supplemental information has been
subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

/%.. / W}’M

August 26, 2009
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Management’s Discussion and Analysis

Our discussion and analysis of the City of New Baltimore, Michigan’s (the “City”) financial
performance provides an overview of the City’s financial activities for the fiscal year ended June 30,
2009. Please read it in conjunction with the City’s financial statements.

Financial Highlights

As discussed in further detail in this discussion and analysis, the following represents the most
significant financial highlights for the year ended June 30, 2009:

e Total net assets decreased $809,764 as a result of this year’s operations. Net assets of the
governmental activities decreased $237,862 while business-type activities decreased by
$571,902 for the year.

¢ The total cost of all the City’s programs was $14,085,495 for the year.

¢ The General Fund decreased in fund balance by $270,610 to $1,400,996 at year end. This is
attributable primarily to decreased property tax revenue, licenses and permits, and interest
revenue. The City decreased operating expenditures by $87,854; however, total operating
revenue decreased by $385,266. In addition, the City transferred $509,212 into the Public
Improvement Fund.

Using this Annual Report

This annual report consists of a series of financial statements. The statement of net assets and the
statement of activities provide information about the activities of the City as a whole and present a
longer-term view of the City’s finances. This longer-term view uses the accrual basis of accounting
so that it can measure the cost of providing services during the current year, and whether the
taxpayers have funded the full cost of providing government services.

The fund financial statements present a short-term view; they tell us how the taxpayers’ resources
were spent during the year, as well as how much is available for future spending. Fund financial
statements also report the City’s operations in more detail than the government-wide financial
statements by providing information about the City’s most significant funds. The fiduciary fund
statements provide financial information about activities for which the City acts solely as a trustee
or agent for the benefit of those outside of the government.
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Management’s Discussion and Analysis (Continued)

The City of New Baltimore as a Whole

The following table shows, in a condensed format, the net assets as of June 30, 2009 and 2008:

Governmental Activities Business-type Activities Total
2009 2008 2009 2008 2009 2008
Assets
Current assets $ 7773731 $ 7732341 $§ 8980,159 $ 9487752 $ 16,753,890 $ 17,220,093
Noncurrent assets 21,204,009 21,987,888 56,399,771 50,289,127 77,603,780 72,277,015
Total assets 28,977,740 29,720,229 65,379,930 59,776,879 94,357,670 89,497,108
Liabilities
Current liabilities 1,602,833 1,532,458 2,640,584 2,474,897 4,243 417 4,007,355
Long-term liabilities 17,250,000 17,825,000 15,101,181 9,091,915 32,354,181 26,916,915
Total liabilities 18,852,833 19,357,458 17,741,765 11,566,812 36,594,598 30,924,270
Net Assets
Invested in capital assets -

Net of related debt 3,379,009 3,662,888 40,401,040 41,813,860 43,780,049 45,476,748
Restricted 2,105,357 2,340,288 30,806 - 2,136,163 2,340,288
Unrestricted 4,640,541 4,359,595 7,206,319 6,396,207 11,846,860 10,755,802

Total net assets $ 10,124,907 $ 10,362,771 $ 47,638,165 $ 48,210,067 $ 57,763,072 $ 58,572,838

The City’s combined net assets totaled $57,763,072, a decrease of | percent from the prior year.
As we look at the governmental activities separately from the business-type activities, we can see
that the current level of unrestricted net assets for our governmental activities is approximately
$4.6 million. The unrestricted net assets of the business-type activities is approximately $7.2
million.
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Management’s Discussion and Analysis (Continued)

The following table shows the changes of the net assets during the year and as compared to the
prior year:

Governmental Activities Business-type Activities Total
2009 2008 2009 2008 2009 2008
Revenue
Program revenue:
Charges for services $ 2183722 § 1,203,980 $ 3361824 $ 3987377 $ 5545546 $ 5,191,357
Operating grants and
contributions 622,597 743,533 - - 622,597 743,533
Capital grants and
contributions - - - 210,615 - 210,615
General revenue:
Property taxes 6,101,924 6,263,839 - - 6,101,924 6,263,839
State-shared revenue 579,634 608,816 - - 579,634 608,816
Unrestricted investment
earnings 205,120 427,780 198,279 319,813 403,399 747,593
Miscellaneous revenue 22,631 12,650 - 5,167 22,631 17,817
Total revenue 9,715,628 9,260,598 3,560,103 4,522,972 13,275,731 13,783,570
Program Expenses
General government 1,520,821 1,351,022 - - 1,520,821 1,351,022
Public safety 3,344,124 3,019,286 - - 3,344,124 3,019,286
Public works 1,220,881 1,001,483 - - 1,220,881 1,001,483
Highways and streets 1,634,124 1,680,598 - - 1,634,124 1,680,598
Community and economic
development 243,274 222 166 - - 243,274 222,166
Recreation and culture 1,201,112 1,157,657 - - 1,201,112 1,157,657
Interest on long-term debt 789,154 783,308 - - 789,154 783,308
Water - - 1,734,759 2,038,320 1,734,759 2,038,320
Sewer - - 2,212,510 1,890,579 2,212,510 1,890,579
Storm water - - 184,736 172,631 184,736 172,631
Total program expenses 9,953,490 9,215,520 4,132,005 4,101,530 14,085,495 13,317,050
Transfers In (Out) - 49,650 - (49,650) - -
Change in Net Assets $ (237,862) $ 94,728 $ (571,902) $ 371,792 §  (809,764) $ 466,520

Governmental Activities

The City's total governmental revenues increased from $9,260,598 in 2008 to $9,715,628 in 2009
mainly due to adjustments in charges for services.

The City’s total governmental expenses increased by $737,970 mainly as a result of increased public
safety and Department of Public Service costs.

During 2009, the City closely monitored its spending in all areas, including hiring and capital outlay.
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Management’s Discussion and Analysis (Continued)

Business-type Activities

The City's business-type activities consist of the Water, Sewer and Storm Water Funds. Of the
City’s charges for services revenue, the majority is generated from charges passed on to residents
which totaled approximately $3.4 million in 2009. The charges for services are offset by water,
sewer, and storm water expenses of $4.1 million, or 30.8 percent of the City’s total expenses.
After capital contributions and interest earnings, the business activities had a net decrease in net
assets of $571,902.

The City of New Baltimore’s Funds

Our analysis of the City’s major funds begins on page 12, following the government-wide financial
statements. The fund financial statements provide detail information about the most significant
funds, not the City of New Baltimore as a whole. The City Council creates funds to help manage
money for specific purposes as well as to show accountability for certain activities, such as bond
projects. The City’s only major fund for 2009 is the General Fund.

The General Fund pays for most of the City’s governmental services. The most significant are
police and fire, which incurred expenditures of approximately $2.8 million, and public works, which
incurred expenditures of approximately $739,000 in 2009.

General Fund Budgetary Highlights

Over the course of the year, the City amended the budget to take into account events during the
year. Overall, the General Fund’s revenue budget was increased during the year by a net amount of
approximately $25,000. Overall actual revenues were greater than the original budget by $30,872.
The largest unfavorable variance was in interest revenue, with a negative variance of $61,591.

The City’s expenditure budget was increased $163,542 by amendments during the year, mainly as a
result of increases in the police and fire, assessing and DPS internal service charges to the General
Fund. The City’s other departments overall stayed within or under budget, resulting in total
expenditures of $5,724,( 14 (approximately 2 percent) below original budget. The General Fund’s
unreserved and undesignated fund balance has decreased to $1,400,996 in 2009 from $1,671,606 in
2008. As stated previously, the decrease in fund balance is a result of decreases in the following
revenue sources: property tax, licenses and permits, and interest. Decreases for the
aforementioned revenues from 2008 to 2009 were a $136,185 decrease in property taxes, a
$196,978 decrease in licenses and permits, and a $112,706 decrease in interest revenue.
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Management’s Discussion and Analysis (Continued)

Capital Asset and Debt Administration

The City's investment in capital assets for its governmental and business-type activities as of June
30, 2009 amounted to $77,430,606 (net of accumulated depreciation). This investment in capital
assets includes land, land improvements, buildings, vehicles and equipment, and roads, highways,
and other infrastructure. The total increase in the City’s investment in capital assets for the current
fiscal year was $5,365,247 or 7.5 percent, which represents decreases in governmental activities of
$783,879 or 3.7 percent and an increase in business-type activities of $6,149,126 or 10.9 percent.

Major capital asset events during the current fiscal year included the following:

¢ Additions to the Water Plant expansion project

* The ongoing Wastewater Plant improvement project

¢ Security system

¢ Vehicle and equipment purchases

¢ Highview Street reconstruction and watermain replacement

At the end of the current fiscal year, the City had bonded debt outstanding of $33,776,181. Debt
consists of general obligation bonds which are backed by the full faith and credit of the City.
Outstanding obligations as of the end of the fiscal year are as follows:

Governmental Business-type
Activities Activities Total
General obligation bonds $17,825,000 $15,951,18l $33,776,181

The Governmental Activities bonds consist of road improvement debt of $4,450,000 and Water
Plant expansion debt of $13,375,000. Business-type activities debt is a result of funds drawn from
the Michigan Clean Water State Revolving Fund for Wastewater Plant improvements and
expansion.

Additional information concerning the City’s long-term debt can be found in the notes to the
financial statements.

Economic Factors and Next Year’s Budgets

Like most other communities in Michigan, particularly southeast Michigan, the City continues to
struggle with providing necessary services with limited revenues. For the fiscal year ending June 30,
2010, the possibility of continuing reductions to the statutory portion of state revenue sharing
continues to be a concern. State-shared gas and oil tax distributions that are used for roads
maintenance and construction also continue to trend downward.
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Management’s Discussion and Analysis (Continued)

The City and its residents are suffering from the effects of a slowdown in the housing market,
which currently leaves many projects incomplete and as eyesores on the landscape of the
community. There are record numbers of foreclosures in the community. These factors were
taken into consideration of next year’s budget.

Also considered in the preparation of next year’s budget are contractual wage decreases (currently
being negotiated), an increase in pension contributions, and rising healthcare costs.

Contacting the City’s Management

This financial report is intended to provide our citizens, taxpayers, customers, investors, and
creditors with a general overview of the City’s finances, and to show the City's accountability for
the money it receives. If you have questions about this report or need additional information,
contact the city clerk’s office, 36535 Green Street, New Baltimore, M| 48047.
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Statement of Net Assets

June 30, 2009

Primary Government

Governmental Business-type Component
Activities Activities Total Units
Assets
Cash and cash equivalents $ 3,163,307 $ 1,262,008 $ 4,425315 § 208,517
Investments 4,247,738 6,000,065 10,247,803 611,935
Receivables - Net:

Taxes - Delinquent 79,381 - 79,381 -
Customers 171,172 823,595 994,767 -
Interest 16,265 48,384 64,649 2,359
Other 2,443 - 2,443 -

Internal balances (548,548) 548,548 - -
Due from other governmental units 259,629 - 259,629 -
Due from component units 214 - 214 -
Prepaid costs and other assets 332,224 119,236 451,460 41
Inventories 49,906 195,067 244,973 -
Restricted assets - 156,430 156,430 -
Nondepreciable capital assets 4,687,953 18,392,255 23,080,208 -
Depreciable capital assets - Net 16,516,056 37,834,342 54,350,398 248,586
Total assets 28,977,740 65,379,930 94,357,670 1,071,438
Liabilities
Accounts payable 405,662 1,677,539 2,083,201t 17,086
Due to other governmental units 23,789 - 23,789 -
Due to primary government - - - 214
Accrued and other liabilities 393,551 69,767 463,318 2,304
Deferred revenue 37,398 - 37,398 -
Noncurrent liabilities:
Due within one year 742,433 893,278 1,635,711 25,363
Due in more than one year ' 17,250,000 15,101,181 32,351,18] 19,487
Total liabilities 18,852,833 17,741,765 36,594,598 64,454
Net Assets
Invested in capital assets - Net of related debt 3,379,009 40,401,040 43,780,049 207,115
Restricted:
Debt service 272,058 - 272,058 -
Highways and streets 475,641 - 475,641 -
Public safety 39,871 - 39,871 -
Recreation and culture 1,016,724 - 1,016,724 -
Nonexpendable 200,000 - 200,000 -
Capital projects - 30,806 30,806 -
Cemetery 101,063 - 101,063 -
Unrestricted 4,640,541 7,206,319 i 1,846,860 799,869
Total net assets $ 10,124,907 $ 47,638,165 $ 57,763,072 $ 1,006,984

The Notes to Financial Statements are an
Integral Part of this Statement. 9
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Program Revenues

Operating Grants
and Capital Grants and
Expenses Charges for Services  Contributions Contributions
Functions/Programs
Primary government:
Governmental activities:
General government $ 1,520,821 $ 1,379,032 $ 5707 $ -
Public safety 3,344,124 118,826 41,177 -
Public works 1,220,881 557,065 - -
Highways and streets 1,634,124 27,139 547,494 -
Community and economic development 243,274 - - -
Recreation and culture 1,201,112 101,660 28,219 -
Interest on long-term debt 789,154 - - -
Total governmental activities 9,953,490 2,183,722 622,597 -
Business-type activities:
Water 1,734,759 1,466,886 - -
Sewer 2,212,510 1,751,499 - -
Storm water 184,736 143,439 - -
Total business-type activities 4,132,005 3,361,824 - -
Total primary government $ 14,085,495 $ 5,545,546 $ 622,597 $ -
Component units:
Downtown Development Authority $ 45749 $ - $ - $ -
Economic Development Corporation 85,427 - - -
Local Development Financing Authority 47,587 - - -
Total component units $ 178,763 $ - $ - $ -

General revenues:
Property taxes
Property taxes for debt service
Property taxes for library
State-shared revenues
Unrestricted investment earnings
lnsurance recoveries
Gain on disposal of assets

Miscellaneous
Total general revenues
Change in Net Assets
Net Assets - Beginning of year

Net Assets - End of year

The Notes to Financial Statements are an
Inteeral Part of this Statement. 10
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Statement of Activities

Year Ended june 30, 2009

Net (Expense) Revenue and Changes in Net Assets

Primary Government

Governmental Business-type
Activities Activities Total Component Units
$ (136,082) $ - 3 (136,082) $ -
(3.184,121) - (3.184,121) -
(663,816) - (663,816) -
(1.059.491) - (1,059,491) -
(243,274) - (243,2749) -
(1,071,233) - (1,071,233) -
(789,154) - (789,154) -
(7.147,171) - (7.147,171) -
- (267,873) (267,873) -
- (461,011) (461011 -
- (41,297) (41,297) -
- (770,181) (770,181) -
(7.147,171) (770,181) (7.917,352) -
- - - (45,749)
- - - (85.427)
- - - (47,587)
- - - (178,763)
4,302,910 - 4,302,910 129,402
1,217,763 - 1,217,763 -
581,251 - 581,251 -
579,634 - 579,634 -
205,120 198,279 403,399 28,782
1,531 - 1,531 -
14,148 - 14,148 -
6,952 - 6,952 33,855
6,909,309 198,279 7,107,588 192,039
(237.862) (571,902) (809,764) 13,276
10,362,769 48,210,067 58,572,836 993,708

$ 10,124,907 $ 47,638,165 $ 57,763,072 $ 1,006,984
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Governmental Funds
Balance Sheet
June 30, 2009

Other
Nonmajor Total
General Governmental Governmental
Fund Funds Funds
Assets
Cash and cash equivalents $ 1,500,564 $ 1,269,472 % 2,770,036
Investments 788,878 2,488,476 3,277,354
Receivables - Net:
Taxes ~ Delinquent 55,958 23,423 79,381
Customers 170,945 - 170,945
Interest 2,740 10,118 12,858
Other 2,443 - 2,443
Due from other governmental units 171,219 88,410 259,629
Due from other funds - 692,212 692,212
Due from component units 214 - 214
Prepaid costs and other assets 32,099 5,065 37,164
Total assets $ 2,725,060 $ 4,577,176 $ 7,302,236
Liabilities and Fund Balances
Liabilities
Accounts payable $ 124,824 $ 247,164 $ 371,988
Due to other governmental units 11,749 12,040 23,789
Due to other funds 692,212 - 692,212
Accrued and other liabilities 190,265 6,317 196,582
Deferred revenue 93,356 23,423 116,779
Advances from other funds 211,658 - 211,658
Total liabilities §,324,064 288,944 1,613,008
Fund Balances
Reserved for:
Debt service - 272,058 272,058
Prepaid costs 32,099 5,065 37,164
Perpetual care - 200,000 200,000
Unreserved - Undesignated, reported in:
General Fund 1,368,897 - 1,368,897
Special Revenue Funds - 3,811,109 3,811,109
Total fund balances 1,400,996 4,288,232 5,689,228
Total liabilities and fund balances $ 2725060 $ 4,577,176 $ 7,302,236

The Notes to Financial Statements are an
Integral Part of this Statement. 12



