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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and City Council
City of Hamtramck, Michigan

We have audited the accompanying general purpose financial statements of the City of
Hamtramck, Michigan as of June 30, 2007 and for the year then ended, as listed in the table of
contenis, These general purpose financial statements are the responsibility of the City of
Hamtramck, Michigan's management. Our responsibility is fo express an opinion on these
general purpose financial statements based on our audit.

Except as discussed in the following paragraph, we conducted our audit in accordance with
auditing standards generally accepted in the United States of America and Government Auditing
Standards, issued by the Compfroller General of the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the general
purpose financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the general purpose
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 opinion.

As discussed in Note 4, the capital assets recorded in the Water and Sewer Enterprise Fund do
not include any assets acquired before June 30, 1986. Had such assets been recorded, the
capital assets and fund equity would have been increased from the amounts reported in these
general purpose financial statements, and depreciation expense would have been increased. In
addition, as discussed in Note 9, the City has a net pension obligation resuiting from pension
contributions in the 1980s and 1990s that were less than the actuarially required amounts. This
liability has not been valued and recorded in the General Long-term Debt Account Group. The
valuation for both the fixed assets and net pension obligation has not been determined.



To the Honorable Mayor and City Council
City of Hamtramck, Michigan

The accompanying general purpose financial statements do not present government-wide
financial statements to display the financial position and changes in financial position of its
governmental activities, business-type activities, and discretely presented component units. In
addition, the combining component unit information presents only modified accrual information.
Furthermore, the City has not followed the formatting of separately reporting its governmental
funds (including major funds), proprietary funds (including major Enterprise Funds), and
fiduciary funds. The City has continued to report information by fund type and account group;
the General Fixed Assets Account Group excludes general infrastructure assets and
accumulated depreciation. The City has reported its statement of cash flows on the indirect
method, rather than directly reporting cash inflows and outflows from operating activities.
Finally, the long-term debt footnote disclosure does not present the amount due within the next
fiscal year; the future debt service requirement does not distinguish between principal and
interest, nor does it present principal and interest in five-year increments. Accounting principles
generally accepted in the United States of America require the presentation of government-wide
financial statements and full accrual information for the combining component unit statements.
Further, accounting principles generally accepted in the United States of America require
separate fund-based reporting of ifs governmental funds (including major funds), proprietary
funds (including major Enterprise Funds), and fiduciary funds. in addition, accounting principles
generally accepted in the United States of America require the general fixed asset data to
include general infrastructure assets, and the accumulation of depreciation of government-wide
financial statements for the City's governmental activities, business-type activities, and
discretely presented component units (including the fuil accrual combining compeonent unit
data); the amounts of general infrastructure assets and general fixed assets accumulated
depredation are not reasonably determinable. Accounting principles generally accepted in the
United States of America require the cash flow statement to directly report cash inflows and
outfiows from operating activities.

In our opinion, the general purpose financial statements referred to above do not present fairly,
in conformity with accounting principles generally accepted in the United States of America, the
financial position of the City of Hamtramck, Michigan as of June 30, 2007 or the changes in its
financial position of its cash flows, where applicable for the year then ended.

The additional information listed in the table of contents is presented for the purpose of
additional analysis and is not a required part of the general purpose financial statements of the
City of Hamtramek, Michigan. This information has been subjected to the procedures applied in
the audit of the general purpose financial statements and, in our opinion, is fairly stated in all
material respects in relation to the general purpose financial statements taken as a whoie.

The accompanying general purpose financial statements also do not include a management's
discussion and analysis (which would present an analysis of the financial performance for the
year) or budgetary comparison schedules with original appropriations for the General Fund and
each major Special Revenue Fund. The Governmental Accounting Standards Board has
determined that these are necessary to supplement, although not required to be a part of, the
financial statements.



To the Honorable Mayor and City Council
City of Hamtramck, Michigan

In accordance with Government Auditing Standards, we will also be issuing a report on our
consideration of the City’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements. The
purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide opinions on the
internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be considered

in assessing the results of our audit.

/%‘f ‘{%@f:ﬁ“-’

November 6, 2007



City of Hamtramck, Michigan

Proprietary
Governmental Fund Types Fund Type
Debt
Special Service
General Revenue Fund - Pension
Fund Funds Judgment Enterprise
Assets
Cash and investments (Note 2) $ 28,574 $ 6,066,586 $ - $ 552,081
Receivables:
Taxes 786,443 40,951 78,310 763,282
Customer - - - 1,736,822
Other 218,859 3,278 - -
Due from other governmental units 6,468,589 188,458 - -
Due from other funds (Note 3) 79,104 2,417,921 23,172 -
Due from component unit 73,779 2,792 - -
Prepaid expenditures and deposits 21,750 - - -
Capital assets, net (Note 4) - - - 3,641,077
Amount available in Debt Service Funds - - - -
Amount to be provided for retirement
of general long-term debt - - - -
Total assets $ 7,677,098 $ 8,719,986 $ 101,482 $ 6,693,262
Liabilities and Fund Equity
Liabilities
Accounts payable $ 286,590 $ 218,451 $ - $ 795,281
Due to other governmental units - - - -
Due to other funds 2,520,256 8,246 - 70,858
Due to primary government - - - -
Accrued and other liabilities 988,698 10,381 - 12,770
Deferred revenue 3,450,621 34,575 - -
Long-term debt (Note 5) - - - 435,388
Total liabilities 7,246,165 271,653 - 1,314,297
Fund Equity
Investment in general fixed assets - - - -
Retained earnings - - - 5,378,965
Fund balances:
Reserved for development agreement (Note 10) - - - -
Reserved for prepaid expenditures and deposits 21,750 - - -
Unreserved 409,183 8,448,333 101,482 -
Total fund equity 430,933 8,448,333 101,482 5,378,965
Total liabilities and fund equity $ 7,677,098 $ 8,719,986 $ 101,482 $ 6,693,262
The Notes to Financial Statements are an 4

Integral Part of this Statement.



Combined Balance Sheet = All Fund Types,
Account Groups, and Component Units
June 30, 2007

Fiduciary
Fund Type Account Groups

Total Primary
General Government
Trust and General Long-term (Memorandum  Component
Agency Fixed Assets Debt Only) Units

$ 3982148 $ - $ - $ 10629389 $ 181,220

- - - 1,668,986 8,354

- - - 1,736,822 -

- - - 222,137 -

- - - 6,657,047 -
79,256 - - 2,599,453 -

- - - 76,571 -

- - - 21,750 -

- 12,389,396 - 16,030,473 -

- - 101,482 101,482 -

- - 8,277,359 8,277,359 -

$ 4,061,404 $ 12,389,396 $ 8,378,841 $ 48,021,469 $ 189,574

$ 71,187 $ - % - $ 1,371,509 $ -
85,160 - - 85,160 54213
93 - - 2,599,453 -
- - - - 76,571
260,467 - - 1,272,316 34,620
- - - 3,485,196 -
- - 8,378,841 8,814,229 -
416,907 - 8,378,841 17,627,863 165,404
- 12,389,396 - 12,389,396 -
- - - 5,378,965 -
3,644,497 - - 3,644,497 -
- - - 21,750 -
- - - 8,958,998 24,170
3,644,497 12,389,396 - 30,393,606 24,170

$ 4,061,404 $ 12,389,396 $ 8,378,841 $ 48,021,469 $ 189,574




City of Hamtramck, Michigan

Revenue
Property taxes
Income taxes
Licenses and permits
Federal sources
State sources
Charges for services
Parking meters and permits
Fines and forfeitures
Interest
Other

Total revenue

Expenditures
General government
Public safety
Public works
Health and welfare
Recreation and cultural
Economic development
Employee benefits, insurance, and other
Debt service

Total expenditures

Excess of Revenue Over (Under) Expenditures

Other Financing Sources (Uses)
Operating transfers in
Operating transfers out

Total other financing sources (uses)

Changes in Fund Balances

Fund Balances - Beginning of year

Fund Balances - End of year

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

Governmental Fund Types

Debt
Special Service
General Revenue Fund - Pension
Fund Funds Judgment
$ 957585 $ 420,418 $ 657,377
2,420,008 - -
378,915 - -
- 1,315,727 -
3,955,485 1,713,494 -
240,907 235,814 -
167,707 - -
943,047 36,701 -
17,693 49,860 -
722,676 54,022 -
18,422,294 3,826,036 657,377
2,556,434 34,960 -
9,740,210 1,014,574 -
2,012,453 930,070 -
163,687 4,673 -
- 478,315 -
- 346,175 -
1,557,309 - -
597,303 - 923,340
16,627,396 2,808,767 923,340
1,794,898 1,017,269 (265,963)
- 1,863,049 -
(1,650,000) (213,049) -
(1,650,000) 1,650,000 -
144,898 2,667,269 (265,963)
286,035 5,781,064 367,445
$ 430,933 $ 8,448,333 $ 101,482




Combined Statement of Revenue, Expenditures, and
Changes in Fund Balances = All Governmental Fund Types,
Expendable Trust Fund, and Component Units

Fiduciary Fund
Type
Expendable
Trust - Total Primary
Development  Government
Agreement  (Memorandum  Component
Escrow Only) Units
$ 175,624 $ 10,829,275 $ 45,482
5,538 2,425,546 -
- 378915 -
- 1,315,727 -
- 5,668,979 -
- 476,721 -
- 167,707 -
- 979,748 2,338
160,166 227,719 -
27,776 804,474 10,000
369,104 23,274,811 57,820
- 2,591,394 -
- 10,754,784 -
- 2,942,523 -
- 168,360 -
- 478,315 -
- 346,175 46,221
492,321 2,049,630 -
- 1,520,643 -
492,321 20,851,824 46,221
(123,217) 2,422,987 11,599
- 1,863,049 -
- (1,863,049) -
(123,217) 2,422,987 11,599
3,767,714 10,202,258 12,571

$ 3,644,497 $ 12,625,245 $ 24,170

Year Ended June 30, 2007



City of Hamtramck, Michigan

General Fund (Note 7)

Variance
Favorable
Budget Actual (Unfavorable)
Revenue
Property taxes $ 9354005 $ 9,575,856 $ 221,851
Income taxes 2,426,519 2,420,008 (6,511)
Licenses and permits 445,041 378,915 (66,126)
Federal sources - - -
State sources 4,116,708 3,955,485 (161,223)
Charges for services 160,261 240,907 80,646
Parking meters and permits 150,000 167,707 17,707
Fines and forfeitures 972,000 943,047 (28,953)
Interest 11,356 17,693 6,337
Other 467,126 722,676 255,550
Total revenue 18,103,016 18,422,294 319,278
Expenditures
General government 2,741,927 2,556,434 185,493
Public safety 10,463,440 9,740,210 723,230
Public works 1,869,506 2,012,453 (142,947)
Health and welfare 290,413 163,687 126,726
Recreation and cultural - - -
Economic development - - -
Employee benefits and other 1,838,878 1,557,309 281,569
Debt service 597,303 597,303 -
Total expenditures 17,801,467 16,627,396 1,174,071
Other Financing Sources (Uses)
Operating transfers from other funds - - -
Operating transfers to other funds - (1,650,000) (1,650,000)
Total other financing sources (uses) - (1,650,000) (1,650,000)
Changes in Fund Balances $ 301,549 $ 144,898 $ (156,651)

The Notes to Financial Statements are an 8
Integral Part of this Statement.



Combined Statement of Revenue and
Expenditures = Budget and Actual

General and Certain Special Revenue Fund Types
Year Ended June 30, 2007

Special Revenue Funds (Note 7)

Variance
Favorable
Budget Actual (Unfavorable)

$ 392,000 $ 420,418 $ 28,418

922,000 1,315,727 393,727
824,600 1,713,494 888,894
85,000 235,814 150,814
30,000 36,701 6,701
30,000 49,860 19,860
54,000 54,022 22
2,337,600 3,826,036 1,488,436
50,000 34,960 15,040

374,000 1,014,574 (640,574)
951,000 930,070 20,930

- 4,673 (4,673)

446,000 478315 (32,315)

322,000 346,175 (24,175)

2,143,000 2,808,767 (665,767)
- 1,863,049 1,863,049

- (213,049) (213,049)
- 1,650,000 1,650,000

$ 194,600 $ 2,667,269 $ 2,472,669




City of Hamtramck, Michigan

Statement of Revenue, Expenses, and

Changes in Retained Earnings

Proprietary Fund Type - Enterprise Fund - Water and Sewer
Year Ended June 30, 2007

Operating Revenue - Charges for services $ 4,539,011

Operating Expenses

Cost of water 582,226
Cost of sewage disposal 2,879,533
System operation and maintenance:
Personnel costs 336,865
Infrastructure repair and maintenance 735,729
Other 325,408
Depreciation 158,046
Total operating expenses 5,017,807
Operating Loss (478,796)
Nonoperating Revenue (Expense)
Interest income 130,788
Interest expense (17,715)
Total nonoperating revenue 113,073
Decrease in Retained Earnings (365,723)

Retained Earnings

Beginning of year 5,744,688
End of year $ 5,378,965
The Notes to Financial Statements are an 10

Integral Part of this Statement.



City of Hamtramck, Michigan

Statement of Cash Flows
Proprietary Fund Type - Enterprise Fund - Water and Sewer
Year Ended June 30, 2007

Cash Flows from Operating Activities
Operating loss
Adjustments to reconcile operating loss to net cash from operating
activities:
Depreciation
Changes in assets and liabilities:
Receivables
Due from other funds
Accounts payable
Due to other funds
Accrued and other liabilities

Net cash provided by operating activities

Cash Flows from Capital and Related Financing Activities
Purchase of capital assets
Payments on meter financing debt service

Net cash used in capital and related financing activities

Cash Flows from Investing Activities - Interest received on investments

Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents - Beginning of year

Cash and Cash Equivalents - End of year

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

$  (478,796)

158,046

68,517
541,854
167,092

70,858

6,337

533,908

(115,450)
(239,709)

(355,159)
130,788

309,537
242,544

$ 552,081




City of Hamtramck, Michigan

Combining Balance Sheet
Component Units
June 30, 2007

Downtown

Development 3 1st District

Authority Court Total
Assets
Assets
Cash and investments $ 907 $ 180,313 $ 181,220
Taxes receivable 8,354 - 8,354
Total assets $ 9,261 $ 180,313 $ 189,574
Liabilities and Fund Balances
Liabilities
Accrued and other liabilities $ - $ 34620 $ 34,620
Due to other governmental units - 54213 54,213
Due to primary government - 76,571 76,571
Total liabilities - 165,404 165,404
Fund Balances - Unreserved - Undesignated 9,261 14,909 24,170
Total liabilities and fund balances $ 9,261 $ 180,313 $ 189,574
The Notes to Financial Statements are an 12

Integral Part of this Statement.



City of Hamtramck, Michigan

Combining Statement of Revenue, Expenditures, and
Changes in Fund Balances - Component Units
Year Ended June 30, 2007

Revenue
Property taxes
Fines and fees collected
Other

Total revenue

Expenditures - Community and
economic development

Excess of Revenue Over Expenditures
Fund Balances - July I, 2006

Fund Balances - June 30, 2007

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

Downtown
Development  31st District
Authority Court Total

$ 45482 $ - $ 45,482
- 2,338 2,338
10,000 - 10,000
55,482 2,338 57,820
46,221 - 46,221
9,261 2,338 11,599
- 12,571 12,571
$ 9,261 $ 14909 $ 24,170




City of Hamtramck, Michigan

Notes to Financial Statements
June 30, 2007

Note | - Summary of Significant Accounting Policies

The accounting policies of the City of Hamtramck, Michigan (the “City”) do not
conform to accounting principles generally accepted in the United States of America
as applicable to governmental units. The City has not modified its financial reporting
to adopt Governmental Accounting Standards Board (GASB) Statement No. 34,
Basic Financial Statements - and Management’s Discussion and Analysis - for State and
Local Governments. As such, the general purpose financial statements exclude the
management’s discussion and analysis, government-wide statement of net assets,
and government-wide statement of activities. Furthermore, the City has not
followed the formatting of separately reporting its governmental funds (including
major funds), proprietary funds (including major Enterprise Funds), and fiduciary
funds. The City has continued to report information by fund type and account
group; the General Fixed Assets Account Group excludes general infrastructure
assets and accumulated depreciation on general fixed assets.

The following is a summary of the significant accounting policies:

Reporting Entity

The City of Hamtramck, Michigan is governed by an elected mayor and five-member
Council. However, as a result of the City’s significant financial problems, the State of
Michigan (the “State”) appointed an emergency financial manager to govern the City
from November 2000 through November 2004. After this date, the mayor and
Council regained control of all operations and the emergency financial manager
continued to handle all outstanding labor issues. The emergency financial manager
resigned in March 2006. In November 2007, the State declared the financial
emergency at the City over. As required by accounting principles generally accepted
in the United States of America, these general purpose financial statements present
the City of Hamtramck, Michigan and its component units. The individual
component units discussed below are included in the City’s reporting entity because
of the significance of their operational or financial relationships with the City.



City of Hamtramck, Michigan

Notes to Financial Statements
June 30, 2007

Note | - Summary of Significant Accounting Policies (Continued)

The following component units are reported within the component units column in
the combined general purpose financial statements. They are reported in a separate
column to emphasize that they are legally separate from the City.

a. The Downtown Development Authority (the “Authority” or DDA) was created
to correct and prevent deterioration in the downtown district, encourage
historical preservation, and promote economic growth within the downtown
district. The Authority’s governing body, which consists of nine individuals, is
selected by the mayor and approved by the City Council. In addition, the
Authority’s budget is subject to approval by the City Council. The Authority was
terminated by the emergency financial manager effective June 30, 2004. At the
time of termination, the Authority had a fund deficit. The City agreed to place all
parking collections in the DDA Fund until the fund deficit was eliminated. The
City has re-established the Authority effective July |, 2006.

b. The 3Ist District Court (the “District Court”) records the collection of amounts
that are subsequently returned to or paid to third parties. The fund also
maintains certain fees collected on behalf of the City’s General Fund to pay jury
fees and certain operating expenditures. The District Court is also collecting a
fee to provide funds for the renovation and/or construction of a new court
building. The District Court is governed by separately elected judges. However,
it is included here because it is fiscally dependent on the City.

Fund Accounting

The accounts of the City are organized and operated on the basis of funds and
account groups, each of which is considered a separate accounting entity. The
various funds are grouped, in the combined general purpose financial statements in
this report, into generic fund types in three broad fund categories as follows:

Governmental Funds

General Fund - The General Fund contains the records of the ordinary activities of
the City that are not accounted for in another fund. General Fund activities are
financed by revenue from general property taxes, state-shared revenue, and other
sources.

Special Revenue Funds - The Special Revenue Funds are used to account for the
proceeds of earmarked revenue or financing activities requiring separate accounting
because of legal or regulatory provisions.



City of Hamtramck, Michigan

Notes to Financial Statements
June 30, 2007

Note | - Summary of Significant Accounting Policies (Continued)

Debt Service Funds - The Debt Service Funds are used to account for the annual
payment of principal, interest, and expenses in connection with certain long-term
debt other than debt payable from the operations of an Enterprise Fund.

Proprietary Fund

Enterprise Fund - The Enterprise Fund is used to account for the results of
operations that provide a service to citizens which is financed primarily by a user
charge for the provision of that service.

Fiduciary Funds

Expendable Trust Fund - The Expendable Trust Fund is accounted for in
essentially the same manner as the governmental fund types, using the same
measurement focus and basis of accounting. The Expendable Trust Fund accounts
for assets where both the principal and interest may be spent.

Trust and Agency Funds - Trust and Agency Funds are custodial in nature and do
not present results of operations or have a measurement focus. Agency Funds are
accounted for using the modified accrual basis of accounting. These funds are used
to account for assets that the City holds for others in an agency capacity.

Basis of Accounting

The accrual basis of accounting is used by the proprietary fund. All governmental
funds, Expendable Trust Fund, Agency Funds, and component units utilize the
modified accrual basis of accounting. Modifications in such method from the accrual
basis are as follows:

(a) Property taxes and other revenue that are both measurable and available for use
to finance operations are recorded as revenue when earned. Other revenue is
recorded when received.

Properties are assessed as of December 3| and the related property taxes
become a lien at that time. These taxes are billed on July | of the following year
and are due on August 31, with the final collection date of February 28 before
they are added to the county tax rolls.

(b) Noncurrent receivables are recorded at full value, and deferred revenue is
recorded for the portion not available for use to finance operations as of year
end.

(c) Interest on bonded indebtedness and other long-term debt is not recorded as an
expenditure until it is due.



City of Hamtramck, Michigan

Notes to Financial Statements
June 30, 2007

Note | - Summary of Significant Accounting Policies (Continued)

(d) Payments for inventoriable types of supplies are recorded as expenditures at the
time of purchase.

(e) Normally, expenditures are not divided between years by the recording of
prepaid expenses. The prepaid expenditures reported on the balance sheet
represent advance payments for next year’s services.

() The noncurrent portion of accumulated sick and vacation pay liabilities is
reflected in the General Long-term Debt Account Group.

Fixed Assets and Long-term Liabilities - Fixed assets used in governmental fund-
type operations are accounted for in the General Fixed Assets Account Group,
rather than in the governmental funds. Such assets, which are recorded as
expenditures at the time of purchase, do not include certain improvements such as
roads, bridges, curbs and gutters, streets and sidewalks, and lighting systems. No
depreciation has been provided on general fixed assets.

All fixed assets are recorded at cost or, if donated, at their estimated fair value on
the date donated.

Long-term liabilities expected to be financed from governmental funds are
accounted for in the General Long-term Debt Account Group, not in the
governmental funds.

The General Fixed Assets Account Group and the General Long-term Debt Account
Group are not funds and do not involve the measurement of results of operations.

Fixed assets and long-term liabilities relating to the proprietary fund are accounted
for in that fund. Depreciation on such fixed assets is charged as an expense against
the operations of the proprietary fund on a straight-line basis.

Cash and Cash Equivalents - Cash and cash equivalents include amounts in
demand deposits as well as short-term investments with original maturities of three
months or less from the date of acquisition.

Investments - Investments are reported at fair value, based on quoted market
prices.



City of Hamtramck, Michigan

Notes to Financial Statements
June 30, 2007

Note | - Summary of Significant Accounting Policies (Continued)

Note 2 -

Property Taxes - All trade and property tax receivables are shown net of
allowance for uncollectible amounts. Properties are assessed as of December | of
each year. The related property taxes are levied on each July | on the taxable
valuation of the property as of the preceding December |. Taxes are due by
September | with the final collection date of February 28. Taxes are considered
delinquent on March |, at which time penalties and interest are assessed.

The City tax millage rate is 27.1561, which is comprised of 17.3086 general
operating, .5000 police and fire protection, 2.5961 refuse collection, which is
recorded in the General and Development Agreement Escrow Funds, |.8458
library, 2.9056 pension judgment, and 2.0000 Downtown Development Authority.
The General Fund, Development Escrow Fund, Library Fund, and Pension Judgment
Fund received $5,296,313, $175,624, $420,418, and $657,377, respectively, in
property tax revenue in the current year.

Use of Estimates - The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenue and expenses during
the period. Actual results could differ from those estimates.

Memorandum-only Totals - The total data presented is the aggregate of the fund
types and account groups and is presented for analysis purposes only. No
consolidating or other eliminations were made in arriving at the totals; therefore,
they do not present consolidated information.

Other accounting policies are disclosed in other notes to the financial statements.
Deposits and Investments

Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended)
authorizes local governmental units to make deposits and invest in the accounts of
federally insured banks, credit unions, and savings and loan associations that have
offices in Michigan. A local unit is allowed to invest in bonds, securities, and other
direct obligations of the United States or any agency or instrumentality of the United
States; repurchase agreements; bankers’ acceptances of United States banks;
commercial paper rated within the two highest classifications, which matures not
more than 270 days after the date of purchase; obligations of the State of Michigan
or its political subdivisions, which are rated as investment grade; and mutual funds
composed of investment vehicles that are legal for direct investment by local units of
government in Michigan.

18



City of Hamtramck, Michigan

Notes to Financial Statements
June 30, 2007

Note 2 - Deposits and Investments (Continued)

The City has designated two banks for the deposit of its funds. The investment
policy adopted by the City in accordance with Public Act 196 of 1997 has authorized
investment in bonds and securities of the United States government and bank
accounts and CDs, but not the remainder of state statutory authority as listed above.

The City’s cash and investments are subject to several types of risk, which are
examined in more detail below:

Custodial Credit Risk of Bank Deposits - Custodial credit risk is the risk that in
the event of a bank failure, the City’s deposits may not be returned to it. The City
has a deposit policy for custodial credit risk. At year end, the City had $11,219,099
of bank deposits (certificates of deposit, checking, and savings accounts) that were
uninsured and uncollateralized. The City believes that due to the dollar amounts of
cash deposits and the limits of FDIC insurance, it is impractical to insure all deposits.
As a result, the City evaluates each financial institution with which it deposits funds
and assesses the level of risk of each institution; only those institutions with an
acceptable estimated risk level are used as depositories.

Custodial Credit Risk of Investments - Custodial credit risk is the risk that, in the
event of the failure of the counterparty, the City will not be able to recover the
value of its investments or collateral securities that are in the possession of an
outside party. The City does not have a policy for custodial credit risk. At year end,
the following investment securities were uninsured and unregistered, with securities
held by the counterparty or by its trust department or agent but not in the City’s

name:
Carrying
Type of Investment Value How Held
Money market funds $ 417,694 Counterparty's trust department



City of Hamtramck, Michigan

Notes to Financial Statements
June 30, 2007

Note 2 - Deposits and Investments (Continued)

Interest Rate Risk - Interest rate risk is the risk that the value of investments will
decrease as a result of a rise in interest rates. The City’s investment policy does not
restrict investment maturities, other than commercial paper which can only be
purchased with a 270-day maturity. At year end, the average maturities of
investments are as follows:

Weighted

Average

Investment Fair Value Maturity

Sweep account $ 3,483,122 3 months

Credit Risk - State law limits investments in commercial paper to the top two
ratings issued by nationally recognized statistical rating organizations. The City has
no investment policy that would further limit its investment choices. As of year end,
the credit quality ratings of debt securities (other than the U.S. government) are as

follows:
Rating
Investment Fair Value Rating  Organization
Money market funds $ 417,694 AAA S&P

Concentration of Credit Risk - Through its investment policy, the City places a
5 percent limit on the amount the City may invest in any one issuer.

Note 3 - Interfund Receivables

The following are the interfund receivables at June 30, 2007:

Fund Due To Fund Due From Amount
General Fund Water and Sewer Fund $ 70,858
Court Judgment #3 8,246
Total General Fund 79,104
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Notes to Financial Statements
June 30, 2007

Note 3 - Interfund Receivables (Continued)

Fund Due To Fund Due From Amount

Special Revenue Funds:

Library Fund General Fund $ 328,647
Community Development Block
Grants Fund General Fund 22,24
Budget Stabilization Fund General Fund 2,067,033
Total Special Revenue Funds 2,417,921
Debt Service Funds - Pension
Judgment Fund General Fund 23,172
Fiduciary funds:
Tax Collection Fund General Fund 79,163
Trust Development Agreement
Escrow Fund Tax Collection Fund 93
Total fiduciary funds 79,256
Total interfund receivables $ 2,599,453

Note 4 - Capital Assets
A summary of changes in general fixed assets follows:

Balance Balance
July 1,2006  Additions Deletions June 30, 2007

Land $ 808,656 $ - $ - $ 808,656
Buildings and improvements 7,848,140 44,471 - 7,892,61 |
Equipment 3,601,105 356,680 269,656 3,688,129

Total $12,257,901 $ 401,151 $ 269,656 $ 12,389,396
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Notes to Financial Statements
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Note 4 - Capital Assets (Continued)

The Water and Sewer Fund has only recorded assets acquired after June 30, 1986.
A summary of Water and Sewer Fund fixed assets at June 30, 2007 is as follows:

Balance Balance
July 1, 2006 Additions  June 30, 2007

Water and sewer lines $ 2,709,734 $ 115450 $ 2,825,184
Machinery and equipment 2,188,229 - 2,188,229
Total 4,897,963 115,450 5,013,413
Accumulated depreciation 1,214,290 158,046 1,372,336
Net $ 3,683,673 $ (42,596) $ 3,641,077

Note 5 - Long-term Debt

Outstanding Debt

The following is a summary of the debt outstanding of the City at June 30, 2007:

July 1, 2006 Additions Reductions  June 30, 2007

General Obligation Bonds

2004 Series A refunding bonds, issued in the
amount of $2,865,000. Principal payments are due

annually on May |, with interest ranging from 2.0
percent to 3.75 percent $ 2,450,000 $ - $ (330,000) $ 2,120,000

Fiscal Stabilization Bonds

2002 Fiscal Stabilization Bonds, issued in the
amount of $2,500,000. Principal payments are due

annually on November |, with interest ranging from
4.0 percent to 5.15 percent 2,090,000 - (100,000) 1,990,000
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Notes to Financial Statements
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Note 5 - Long-term Debt (Continued)

July 1, 2006 Additions Reductions  June 30, 2007

Other Obligations

Brownfield Cleanup Revolving Loan, issued in the
amount of $326,715. Principal payments are due
annually on March | beginning in 2006, with O
percent interest $ 326,715 $ - $ (70,400) $ 256,315

Grand Haven/Dyar Section 108 loan, at the
authorized amount of $750,000. Principal
payments are due annually August |, with interest
ranging from 3.8 percent to 5.0 percent 667,000

(83,000) 584,000

Joseph Campau Streetscape Project Section 108
loan, at an authorized amount of $758,000.
Principal payments are due annually August |, with
interest ranging from 3.9 percent to 5.1 percent 682,000

(76,000) 606,000

Accumulated Benefits, Insurance, and Other

Lawsuits and asserted claims (see Note 12) 544,157 - (544,157) -
Accumulated sick, vacation, and other days 1,810,327 24,207 - 1,834,534
Estimated insurance claims (see Note 6):
Workers' compensation 954,598 - (91,606) 862,992
General liability 125,000 - - 125,000

Total General Long-term Debt
Account Group 9,649,797 24,207 (1,295,163) 8,378,841

Enterprise Fund Debt

Water meter equipment and software purchased in
February 2002 in the amount of $1,348,290.
Principal payments are due monthly beginning in

July 2002, with interest at 5.24 percent 642,432 - (207,044) 435,388

Accumulated sick, vacation, and other days 14,950 - (14,950) -
Total Enterprise Fund debt 657,382 - (221,994) 435,388
Total long-term debt $ 10,307,179 $ 24207 $ (1,517,157) $ 8,814,229
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Note 5 - Long-term Debt (Continued)

Debt Service Requirements - The annual requirements to service all debt
outstanding as of June 30, 2007 (excluding lawsuits and asserted claims, accumulated
employee benefits, and estimated insurance claims), including both principal and
interest, are as follows:

Years Ending General
June 30 Obligations Enterprise Fund Total

2008 $ 873278 $ 231,005 $ 1,104,283
2009 874,009 229,455 1,103,464
2010 872,142 - 872,142
2011 814,284 - 814,284
2012 734,446 - 734,446
2013-2017 1,742,789 - 1,742,789
2018-2021 796,734 - 796,734
Total $ 6,707,682 $ 460,460 $ 7,168,142

Interest - Total interest incurred by the City for the year approximated $227,000.

Note 6 - Risk Management

The City is exposed to various risks of loss related to property loss, torts, errors and
omissions, and employee injuries (workers’ compensation), as well as medical
benefits provided to employees. The City has purchased commercial insurance for
fleet, dishonesty, boiler, and medical benefits. The City is partially self-insured for
general liability claims and uninsured for workers’ compensation claims. Settled
claims relating to the commercial insurance have not exceeded the amount of
insurance coverage in any of the past three fiscal years.
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Note 6 - Risk Management (Continued)

The City estimates the liability for workers’ compensation claims that have been
incurred through the end of the fiscal year, including both those claims that have
been reported as well as those that have not yet been reported. In addition, the
City estimates the general liability claims that are in excess of its aggregate limits.
These estimates are recorded in the General Long-term Debt Account Group.
Changes in the estimated liability for the past two fiscal years were as follows:

Workers' General

Compensation Liability

Estimated liability - June 30, 2005 $ 1,034850 $ 125,000
Estimated claims incurred, including changes in

estimates 179,223 310,377
Claim payments (259,475) (310,377)
Estimated liability - June 30, 2006 954,598 125,000
Estimated claims incurred, including changes in

estimates 58,511 264,233
Claim payments (150,117) (264,233)
Estimated liability - June 30, 2007 $ 862,992 $ 125,000

Note 7 - Budget Information

The annual budget was prepared by the City Manager and approved by the City
Council. As of November I, any subsequent amendments were made by the mayor
and Council. Unexpended appropriations lapse at year end; encumbrances are not
included as expenditures. The amount of encumbrances outstanding at June 30,
2007 has not been calculated. During the current year, the budget was amended in
a legally permissible manner. The budget has been prepared in accordance with
accounting principles generally accepted in the United States of America.
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Note 7 - Budget Information (Continued)

The budget statement (combined statement of revenue and expenditures - budget
and actual - General and Special Revenue Fund types) is presented on the same basis
of accounting used in preparing the adopted budget.

The General Fund budget has been adopted on an activity basis; expenditures at this
level in excess of amounts budgeted are a violation of Michigan law. A comparison
of actual results of operations to the General Fund budget is included in the
additional information. This comparison includes expenditure budget overruns. The
Special Revenue Funds’ budget has been adopted on a total revenue/total
expenditure basis. The City did not budget for the U.S. Justice Department grants,
miscellaneous state grants, and property revitalization funds. A comparison of the
actual results of operations to the Special Revenue Funds’ budget is available at the
clerk’s office for inspection.

Expenditure budget overruns were as follows:

Budget Actual
General Fund:
Elections $ 18,726 $ 18,783
Assessor 97,995 106,514
Legal 428,000 445,664
Civil service 120,000 151,080
DPW administration 489,506 513,002
Highways and streets 335,000 444,809
Sanitation 1,045,000 1,054,642
Zoning Commission - 2,350
Special Revenue Funds:
Drug Law Enforcement - Public safety 309,000 843,010
911 Emergency Fund - Public safety 65,000 135,739
Library Fund - Recreation and cultural 446,000 478,315
Community Development Block Grant Fund -
economic development 322,000 346,175
Major Street Fund - Public works 699,000 758,092
Major Street Fund - Operating transfers out - 213,049
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Note 8 - Postemployment Benefits

The City provides healthcare, dental, and life insurance benefits to all full-time
employees upon retirement, in accordance with labor contracts. Currently,
I 71 retirees are eligible for dental and healthcare benefits and 80 retirees are eligible
for life insurance. The City includes pre-Medicare retirees and their dependents in
its insured healthcare plan, with no contribution required by the participant. The
City purchases Medicare supplemental insurance for retirees eligible for Medicare.
Expenditures for the postemployment benefits are recognized as the insurance
premiums become due; during the year, this amounted to $1,270,574.

Upcoming Reporting Change - The Governmental Accounting Standards Board
has recently released Statement Number 45, Accounting and Reporting by Employers
for Postemployment Benefits Other Than Pensions. The new pronouncement provides
guidance for local units of government in recognizing the cost of retiree health care,
as well as any “other” postemployment benefits (other than pensions). The new
rules will require the City to recognize the cost of providing retiree healthcare
coverage over the working life of the employee, rather than at the time the health-
care premiums are paid. The new pronouncement will also require additional
footnote disclosures on actuarial values of the postemployment benefits. The new
pronouncement is effective for the year ending June 30, 2009.

Note 9 - Pension Plan

Plan Description - The City participates in the Municipal Employees’ Retirement
System (MERS), an agent multiple-employer defined benefit pension plan that covers
substantially all full-time employees of the City. MERS provides retirement,
disability, and death benefits to plan members and their beneficiaries. The Michigan
Municipal Employees’ Retirement System issues a publicly available financial report
that includes financial statements and required supplementary information for MERS.
That report may be obtained by writing to MERS at | | 34 Municipal Way, Lansing, Ml
48917.

Funding Policy - The obligation to contribute to and maintain MERS for these
employees was established by negotiation with the City’s competitive bargaining
units and requires a contribution from the employees of 5 percent.
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Note 9 - Pension Plan (Continued)

Annual Pension Cost - For the year ended June 30, 2007, the City’s annual pension
cost of $2,982,680 for the plan was equal to the City’s required and actual
contribution. All contributions were paid by August 31, 2007. The annual required
contribution was determined as part of an actuarial valuation at December 31, 2006,
using the entry age actuarial cost method. Significant actuarial assumptions used
include (a) an 8 percent investment rate of return, (b) projected salary increases of
4.50 percent to 12.9 percent per year, and (c) the assumption that benefits will
increase 2.5 percent per year for those retiring before March |, 1977 and April I,
1995. Both (a) and (b) include an inflation component of 4.50 percent. The actuarial
value of assets was determined using techniques that smooth the effects of short-
term volatility over a five-year period. The unfunded actuarial liability is being
amortized as a level percentage of payroll on an open basis. The remaining
amortization period is 29 years.

Three-year trend information is as follows:

Fiscal Year Ended June 30

2007 2006 2005
Annual pension cost (APC) $ 2,982,680 $ 3,436,010 $ 3,024,400
Percentage of APC contributed 100% 100% 100%
Net pension obligation unknown unknown unknown

Actuarial Valuation as of December 31

2006 2005 2003
Actuarial value of assets $ 59,513,274 $ 57,567,404 $ 56,818,386
Actuarial Accrued Liability (AAL)

(entry age normal) 88,826,394 86,861,291 86,815,817
Unfunded AAL (UAAL) $29,313,120 $ 29,293,887 $ 29,997,431
Funded ratio 67% 66% 65%
Covered payroll $ 7,063,402 $ 6,259,378 $ 6,230,480
UAAL as a percentage of covered

payroll 415% 468% 481%
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Note 9 - Pension Plan (Continued)

Policemen and Firemen Plan - Prior to 1994, the City operated a self-
administered pension system for its police and fire personnel. During the 1980s
and early 1990s, the City did not fully fund this pension system in accordance with
actuarially required contributions. In June 1994, the Wayne County Circuit Court
(the “Court”) ordered the City’s pension plan to be transferred to the Michigan
Municipal Employees’ Retirement System. The Court also ordered the City to
fund the total unfunded accrued liability of $37,886,752 over a 20-year period in
annual installments. The City’s annual pension contribution includes a provision to
fund this unfunded liability. As a result of the underpayments during the 1980s and
early 1990s, the City has a net pension obligation. However, this amount has not
been calculated by either the actuary or the City.

Note 10 - The Wyandotte Project (Michigan R-31)

A class action lawsuit was brought against the City by minority residents who lived
in the R-31 Urban Renewal Area (Wyandotte Project) who allege discrimination in
the City of Hamtramck and the U.S. Department of Housing (HUD) Urban
Development Program.

The Court determined that there was merit to the complaint and the decision
ordered the City to set up a Tax Increment Financing Authority (TIFA) district in
the R-31 area. All revenue collected in this area, including property taxes, income
tax, permit, interest, and property sales, must be placed in a separate fund and
used for the construction of housing for the families displaced by the development
project.

The City is currently in the process of satisfying the judgment. The Development
Agreement Escrow Fund was created to accumulate the earmarked revenue. The
fund had reserved fund balance of $3,644,497 at June 30, 2007.

The City completed the infrastructure for the project, including putting in water
and sewer lines and construction of streets and sidewalks, during the year ended
June 30, 2005. All prior year infrastructure expenditures incurred were paid from
Community Development Block Grant revenue, Section 108 loans, Brownfield
Economic Initiative program loans and grants, Wayne County Brownfield
Redevelopment loans, and contributions from the Major, Local, and Water and
Sewer Funds. The City began actual housing construction in spring 2006.
Cumulative costs for this project through June 30, 2007 total approximately
$5,752,000. The remaining fund balance will be used for actual housing
construction to be completed by fiscal year 2008.

The City is uncertain if the funds collected to date and the additional commitments
noted above will be sufficient to cover the entire cost of the project.
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Central Industrial Park Project (CIPP) Interiocal Agreement

The CIPP Interlocal Agreement is an agreement between the City, Wayne County,
and the City of Detroit regarding the distribution of property tax and income tax
revenues generated from the GM Poletown property. Under the agreement, the
City is guaranteed to receive 50 percent of the first $3.4 million collected and the
City of Detroit will receive the other 50 percent. Any amounts collected over
$3.4 million will be distributed to each city based on the allocation of the qualifying
project costs. If excess collections are received after project costs are paid, the
balance will be distributed one-third to Hamtramck and two-thirds to Detroit.
Collections for the year ended June 30, 2007 totaled approximately $3,678,000.
Based on estimate provided by the City of Detroit, most project costs have been
completed at June 30, 2005. The City’s annual collections under this agreement
are estimated to be $4,955,000 for the 2008 through 2014 fiscal years.

Lawsuit Settiement

During the fiscal year ended June 30, 2003, the Court has issued a judgment against
the City concerning the calculation of pension benefits owed to employees. The
amount of damages equals $8.25 million including interest. The judgment also calls
for annual payments over the current calculated pension benefits the participants
are currently receiving. The balance of the $8.25 million judgment was paid in full
as of June 30, 2007. The judgment allows the City to place the above award on the
tax rolls beginning July |, 2004. The total mills required to satisfy the judgment are
approximately 49.

An additional judgment was issued during 2006 that required the City to levy an
additional 2.9056 mills during the current fiscal year. The additional judgment was
to cover additional pension benefits related to overtime costs incurred during the
previous fiscal year.

Environmental Commitment

In a prior year, the City and additional defendants entered into a consent judgment
with the State of Michigan and Michigan Department of Environmental Quality
(MDEQ) to clean up a piece of property. The agreement called for the property to
be cleaned up and an amount to be placed in a trust for future operating and
maintenance costs. The City completed the cleanup during 2003 and placed
approximately $442,000 in a trust for future operating and maintenance costs
related to the property. The balance in the trust at June 30, 2007 totaled
approximately $409,000.
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Construction Code Fees

The City oversees building construction, in accordance with the State’s
Construction Code Act, including inspection of building construction and
renovation to ensure compliance with the building codes. The City charges fees
for these services. The law requires that collection of these fees be used only for
construction code costs, including an allocation of estimated overhead costs. A
summary of the current year activity and the cumulative shortfall generated since
January 1, 2000 is as follows:

Shortfall - July I, 2006 $(424,766)
Current year building permit revenue 223,369
Related expenses:
Direct costs $ 161,337
Estimated indirect costs 64,535
Total construction code expenses 225,872
Cumulative shortfall - June 30, 2007 $(427,269)

Contingent Receivable

During the year ended June 30, 2005, Wayne County unilaterally changed its
method for calculating the annual payment in lieu of taxes (PILOT) due to the City.
Based on the calculation in the agreement signed many years ago, the City believed
the payments for the 2005 and 2006 fiscal years should be approximately
$1,300,000 and $1,400,000, respectively. Wayne County paid the City only
$500,000 during the year ended June 30, 2005 and made no payments during the
year ended June 30, 2006. The City initiated a lawsuit against Wayne County
during the 2005 fiscal year that was settled during the 2007 fiscal year. The
agreement adjusted the annual payment due to the City each December from
Wayne County to $1,000,000 for the years 2004 through 2008. Beginning in
December 2009, the payment will be adjusted annually by CPI to a maximum of
$1,500,000. In April 2007, the County paid the balance due from December 2004
of $500,000. The remaining balance due totaling $2,000,000 for the December
2005 and 2006 payments will be paid in December 2008 and 2009, respectively, in
addition to the annual required payment. The City has recorded $2,000,000 as a
receivable in the General Fund at June 30, 2007. As required under governmental
auditing standards, the City has also recorded deferred revenue of $2,000,000 in
the General Fund given the timing of the collection.
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General Fund

The General Fund contains the records of the ordinary activities of the City that are not
accounted for in another fund. General Fund activities are funded by revenues from state-
shared revenues, general property taxes, fees, and other sources. The schedule comparing
revenue and expenditures - budget to actual compares the activity budgets (the level in which
expenditures may not legally exceed appropriations) to actual revenues and expenditures.



City of Hamtramck, Michigan

General Fund - Schedule of Revenue, Expenditures, and
Changes in Fund Balance by Activity

Budget and Actual

Year Ended June 30, 2007

Variance
Favorable
Budget Actual (Unfavorable)
Revenue
Property taxes:
Property taxes 4,487,003 $ 5296313 $ 809,310
GM revenue 4,300,000 3,677,761 (622,239)
Payments in lieu of taxes 567,002 601,782 34,780
Total property taxes 9,354,005 9,575,856 221,851
Income taxes 2,426,519 2,420,008 (6,511)
Licenses and permits:
Business 231,432 155,546 (75,886)
Nonbusiness 213,609 223,369 9,760
Total licenses and permits 445,041 378,915 (66,126)
State sources 4,116,708 3,955,485 (161,223)
Charges for services 160,261 240,907 80,646
Parking meters and permits 150,000 167,707 17,707
Fines and forfeitures 972,000 943,047 (28,953)
Interest 11,356 17,693 6,337
Other 467,126 722,676 255,550
Total revenue 18,103,016 18,422,294 319,278
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Changes in Fund Balance by Activity

Expenditures
General government:

Legislative
District Court
Mayor's office
City manager's office
Elections
Assessor
Legal
Clerk
Controller
Treasurer
Income tax
Civil service
Community/Economic development

Total general government

Public safety:
Police
Fire
Auto theft grant

Total public safety

Public works:
DPW administration
Highways and streets
Sanitation

Total public works

Budget and Actual (Continued)
Year Ended June 30, 2007

33

Variance
Favorable
Budget Actual (Unfavorable)
$ 43270 $ 28,579 $ 14,691
533,750 490,443 43,307
10,322 9,632 690
235,473 215,597 19,876
18,726 18,783 (57)
97,995 106,514 (8,519)
428,000 445 664 (17,664)
186,744 165,222 21,522
501,635 381,213 120,422
198,782 194915 3,867
247,345 243,359 3,986
120,000 151,080 (31,080)
119,885 105,433 14,452
2,741,927 2,556,434 185,493
5,791,291 5,372,718 418,573
4,501,978 4,252,372 249,606
170,171 115,120 55,051
10,463,440 9,740,210 723,230
489,506 513,002 (23,496)
335,000 444 809 (109,809)
1,045,000 1,054,642 (9,642)
1,869,506 2,012,453 (142,947)



City of Hamtramck, Michigan

General Fund - Schedule of Revenue, Expenditures, and
Changes in Fund Balance by Activity

Budget and Actual (Continued)

Year Ended June 30, 2007

Variance
Favorable
Budget Actual (Unfavorable)
Expenditures (Continued)
Health and welfare:
Housing code enforcement $ 290413 $ 161,337 $ 129,076
Zoning Commission - 2,350 (2,350)
Total health and welfare 290,413 163,687 126,726
Employee benefits and other 1,838,878 1,557,309 281,569
Debt service 597,303 597,303 -
Total expenditures 17,801,467 16,627,396 1,174,071
Other Financing Use - Operating
transfer out - (1,650,000) (1,650,000)
Change in Fund Balance $ 301,549 144,898 $ (156,651)
Fund Balance - Beginning of year 286,035
Fund Balance - End of year $ 430,933
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Special Revenue Funds

Special Revenue Funds account for the proceeds of specific revenue sources that are restricted
to expenditures for specific purposes. The City of Hamtramck has |0 Special Revenue Funds
that are accounted for separately. A description of the Special Revenue Funds maintained by the
City is as follows:

Major Streets Fund

This fund records the construction, maintenance, and repairs of all major streets. Revenues
received include state-shared gas and weight taxes, local contributions, and bonding. This fund is
operated under the provisions of Michigan’s Act 51 of the Public Acts of 1951, as amended.

Local Streets Fund

This fund records the construction, maintenance, and repairs of all local streets. Financing is
provided by state-shared gas and weight taxes, local contributions, bonding, etc. This fund is
operated under the provisions of Michigan’s Act 51 of the Public Acts of 1951, as amended.

Library Fund

This fund records the operating activities of the City’s public library. Activities are funded by
revenues from property taxes, state aid, and other fines and fees. Expenditures consist primarily
of wages.

U.S. Justice Department Grants Fund

This fund records amounts received from the U.S. Department of Justice for the COPS More
Award and Local Law Enforcement Block Grants. Funds are expended on such programs as
hiring additional law enforcement officers and other crime prevention tools.

Community Development Block Grant Fund

This fund records pass-through funding received from the U.S. Department of Housing and
Urban Development (HUD) for Community Development Block Grants (CDBG). Funds are
expended on such programs as housing rehabilitation, social services agencies, and restorations
of historical sites.

911 Emergency Fund

An Emergency 911 utility surcharge is imposed on all telephone customers in Wayne County.
Money collected is distributed to local communities. Expenditure of these funds is restricted to
qualifying expenses as defined by the State of Michigan. This fund was created to account for
the receipt and expenditure of these Emergency 91 | utility tax funds.



Special Revenue Funds (Continued)

Drug Law Enforcement Fund

This fund records monies received from the Federal Drug Enforcement Agency for law
enforcement purposes and for state funds related to drug enforcement purposes. These monies
are to be used to supplement existing drug enforcement funds in the law enforcement field.

Miscellaneous State Grants Fund

This fund records pass-through funding received from the State of Michigan Department of
Justice Training Fund. Funds are expended on training programs for law enforcement officers.

Building and Improvement Fund

This fund records the collection of fees levied on civil infractions and misdemeanors tickets. The
purpose of the levy is to provide funds for renovation, expanding, and/or erecting and building
new facilities.

Property Revitalization Fund

This fund records the proceeds from the brownfield revitalization loan. The proceeds from this
loan are to be used for property cleanup.

Budget Stabilization Fund

This fund records funds of the City set aside for future anticipated budget needs of the City.



City of Hamtramck, Michigan

Cash and investments

Receivables:
Taxes
Other

Due from other governmental units
Due from other funds
Due from component units

Liabilities and Fund Balances

Liabilities

Accounts payable
Due to other funds
Accrued liabilities
Deferred revenue

Fund Balances - Unreserved

Total liabilities

Total liabilities and fund

US. Justice ~ Community

Department Development

Major Streets Local Streets Library Grants Block Grant
$ 1610277 $ 1,078,083 $ 72,949 $ 9,394 $ -
- - 40,951 - -

- - - - 2,940
144,276 44,182 - - -

- - 328,647 - 22,241

$ 1,754,553 $ 1,122,265 $ 442,547 $ 9,394 $ 25,18l
$ 150377 $ 46,125 $ 5917 % - 3 -
- - 6,736 - -

- - - 9,394 25,181

150,377 46,125 12,653 9,394 25,181
1,604,176 1,076,140 429,894 - -

$ 1,754,553 $ 1,122,265 $ 442,547 $ 9,394 $ 25,18l
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Special Revenue Funds
Combining Balance Sheet
June 30, 2007

911 Drug Law  Miscellaneous  Building and Property Budget

Emergency Enforcement State Grants Improvement Revitalization Stabilization Total
$ 191,070 $ 997,188 $ 16,319 $ 99,693 $ 408646 $ 1,582,967 $ 6,066,586
- - - - - - 40,951
- 338 - - - - 3,278
- - - - - - 188,458
- - - - - 2,067,033 2,417,921
- - - 2,792 - - 2,792
$ 191,070 $ 997,526 $ 16,319 $ 102,485 $ 408,646 $ 3,650,000 $ 8,719,986
$ 8529 $ 7,503 $ - 3 - 3 - 3 - $ 218451
- - - - 8,246 - 8,246
- 3,645 - - - - 10,381
- - - - - - 34,575
8,529 11,148 - - 8,246 - 271,653
182,541 986,378 16,319 102,485 400,400 3,650,000 8,448,333
$ 191,070 $ 997,526 $ 16,319 $ 102,485 $ 408,646 $ 3,650,000 $ 8,719,986
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US. Justice =~ Community
Department Development
Major Streets  Local Streets Library Grants Block Grant
Revenue
Property taxes $ -3 - $ 420418 $ - $ -
Federal grants - - - 27,449 346,175
State grants and distributions 987,194 270,087 - - -
Fines and forfeitures - - - - -
Charges for services - - - - -
Interest 18,059 5,643 - - -
Other 604 - 53,418 - -
Total revenue 1,005,857 275,730 473,836 27,449 346,175
Expenditures
General government - - - - -
Public safety - - - 27,471 -
Public works 758,092 171,978 - - -
Health and welfare - - - - -
Recreation and cultural - - 478,315 - -
Economic development - - - - 346,175
Total expenditures 758,092 171,978 478,315 27,471 346,175
Excess of Revenue Over (Under)
Expenditures 247,765 103,752 (4,479) (22) -
Other Financing Sources (Uses)
Operating transfers in - 213,049 - - -
Operating transfer out (213,049) - - - -
Total other financing
sources (uses) (213,049) 213,049 - - -
Changes in Fund Balances 34,716 316,801 (4,479) (22) -
Fund Balances - July |, 2006 1,569,460 759,339 434,373 22 -
Fund Balances - June 30, 2007 $ 1,604,176 $ 1,076,140 $ 429,894 $ - $ -

37



_______________________________________________________________________________________________________________________________|]
Special Revenue Funds

Combining Statement of Revenue, Expenditures, and
Changes in Fund Balances
Year Ended June 30, 2007

911 DrugLaw  Miscellaneous  Building and Property Budget
Emergency  Enforcement State Grants Improvement Revitalization  Stabilization Total

$ - 3 - 3 - 3 - 3 - $ - $ 420418
- 942,103 - - - - 1,315,727

- 456,213 - - - - 1,713,494

- - - 36,701 - - 36,701
235,814 - - - - - 235,814
1,543 5,950 216 - 18,449 - 49,860

- - - - - - 54,022
237,357 1,404,266 216 36,701 18,449 - 3,826,036
- - - 34,960 - - 34,960
135,739 843,010 8,354 - - - 1,014,574
- - - - - - 930,070

- - - - 4,673 - 4,673

- - - - - - 478,315

- - - - - - 346,175
135,739 843,010 8,354 34,960 4,673 - 2,808,767
101,618 561,256 (8,138) 1,741 13,776 - 1,017,269
- - - - - 1,650,000 1,863,049
- - - - - - (213,049)

- - - - - 1,650,000 1,650,000
101,618 561,256 (8,138) 1,741 13,776 1,650,000 2,667,269
80,923 425,122 24,457 100,744 386,624 2,000,000 5,781,064

$ 182,541 $ 986,378 $ 16,319 $ 102,485 $ 400,400 $ 3,650,000 $ 8,448,333

38



Trust and Agency Funds

Trust Funds account for assets held by the City in a trustee capacity. Agency Funds account for
assets held by the City as an agent for individuals, private organizations, other governments,
and/or other funds. A description of the Trust and Agency Funds maintained by the City is as
follows:

Expendable Trust - Development Agreement Escrow Fund

This fund records money held in trust resulting from a 1981 court judgment. The judgment
required the City to create a Tax Increment Finance Authority (TIFA) District (R-31). All
revenues, including property taxes, income taxes, and sale and building permit proceeds, must
be held in this fund and used for the replacement and rehabilitation of homes in this district. The
judgment called for the creation of two corporations to supervise the development in this
district.

Tax Collection Agency Fund

This fund records the current tax collections that are held by the City in the capacity of trustee.
The collections are then transferred to the City funds and to other governmental units on a
timely distribution basis. The fund also receives and distributes proceeds from delinquent
personal property tax collections.

General Agency Fund

The fund is used to record Public Act 495 escrow receipts and subsequent disbursements.



City of Hamtramck, Michigan

Trust and Agency Funds
Combining Balance Sheet
June 30, 2007

Expendable
Trust -
Development Agency
Agreement Tax
Escrow Collection General Total
Assets
Cash and investments $ 3,715,591 $ 6,090 $ 260,467 $ 3,982,148
Due from other funds 93 79,163 - 79,256
Total assets $ 3,715,684 $ 85,253 $ 260,467 $ 4,061,404
Liabilities and Fund Balances
Liabilities
Accounts payable $ 71,187 $ - % - $ 71,187
Due to other governmental units - 85,160 - 85,160
Due to other funds - 93 - 93
Accrued and other liabilities - - 260,467 260,467
Total liabilities 71,187 85,253 260,467 416,907
Fund Balances - Reserved for
development agreement escrow 3,644,497 - - 3,644,497
Total liabilities and
fund balances $ 3,715,684 $ 85,253 $ 260,467 $ 4,061,404
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