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135 E. Maumee St. Adrian,

Michigan 49221-2773
City Administrator (517) 264-4831 Fax (517) 266-4693

COMPREHENSIVE ANNUAL FINANCIAL STATEMENT

Transmittal Letter
October 23, 2014

To the Citizens of the CITY OF ADRIAN, MICHIGAN,
Honorable Mayor and Members of the City Commission:

Formal Transmittal of the Comprehensive Annual Financial Report
(CAFR)

Michigan State law requires that all general-purpose local governments publish
within six months of the close of each fiscal year a complete set of financial
statements presented in conformity with generally accepted accounting
principles (GAAP) and audited in accordance with generally accepted auditing
standards by a firm of licensed certified public accountants. Pursuant to that
requirement, we hereby issue the comprehensive annual financial report (CAFR)
of the CITY OF ADRIAN for the fiscal year ended June 30, 2014,

The financial statement includes a discussion of the City’s financial condition
and outlook. The Management Discussion and Analysis (MD&A] precedes the
full-accrual “Government-wide Financial Statements” that are intended to show
whether today’s taxpayers have paid the full cost of the services received.

The Comprehensive Annual Financial Report (CAFR) consists of management’s
representations concerning the finances of the City of Adrian. Therefore,
management assumes full responsibility for the completeness and reliability of
all of the information presented in this report. To provide a reasonable basis for
making these representations, we have established a comprehensive internal
control framework that is designed te both protect the government’s assets from
loss, theft or misuse and to compile sufficient reliable information for the
preparation of the City of Adrian’s financial statements in conformity. Because
the cost of internal controls should not outweigh their benefits, the internal
controls has been designed to provide reasonable rather than absolute
assurance that the financial statements will be free from material
misstatement. As management, we assert that, to the best of our knowledge
and belief, this financial report is complete and reliable in all material respects.



The City of Adrian’s financial statements have been audited by Robertson,
Eaton & Owen, P.C., an Adran firm of licensed certified public accountants.
The goal of the independent audit is to provide reasonable assurance that the
financial statements of the City of Adrian for the fiscal year ended June 30,
2014, are free from material misstaternent. The independent audit involved
examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements; assessing the accounting principles used and
significant estimates made by management; and evaluating the overall financial
statement presentation. The independent auditor concluded, based upon the
audit, that there was a reasonable basis for rendering an unmodified opinion
that the City of Adrian’s financial statements for the fiscal year ended June 30,
2014, are fairly presented.

Management’s discussion and analysis (MD&A) provides a narrative
introduction, overview and analysis of the basic financial statements. The
MD&A complement this transmittal letter and should be read in conjunction
with it.

The Reporting Entity

The City of Adrian, founded in 1825, incorporated in 1853 and re-chartered in
1957, is the county seat of Lenawee County. The population of the City of
Adrian in 2010 was 21,133. Adrian is located 33 miles northwest of Toledo,
Ohio, 37 miles south of Ann Arbor and 59 miles southwest of Detroit, and is
served by Michigan highways US$-223, M52 and M34. The City of Adrian is
empowered to levy a property tax on both real and personal properties located
within its boundaries. The City is also emmpowered by state statute to extend its
corporate limits by annexation, which occurs periodically when deemed
appropriate by the City Commission, in accordance with the rules and
regulations of the State Boundary Commission.

The City of Adrian has operated under the commission-administrator form of
government since 1957. Policy-making and legislative authority are vested in a
governing commission consisting of the mayor and six other members elected
at-large on a non-partisan basis. The City Commission is responsible, among
other things, for passing ordinances, adopting the budget, appointing
committees, and hiring the government’s Administrator, Attorney, and City
Clerk. The City Administrator is responsible for carrying out the policies and
ordinances of the City Commission, for overseeing the day-to-day operations of
the government, and for appointing the heads of the various departments.
Commission members serve four-year staggered terms, with three Commission
members elected every two years. The mayor is elected to serve a two-year
term.

The City of Adrian provides a full range of services, including police and fire
protection, sanitation services, construction and maintenance of highways,
streets and other infrastructure, Dial-A-Ride transportation, cultural events
and water and sewer systems. Also included in the City’s financial report are




the Downtown Development Authority (DDA-TIF), and B}"ownﬁeld
Redevelopment Authority (BRA), as discreetly presented component units.

In the past the City of Adrian has offered a wide variety of recreational glasses,
events and" sport teams opportunities to its citizens and citizens outside our
limits. Beginning September 1, 2013, the City of Adrian and the Jocal YMCA
entered into a partnership to offer these services. Due to budget constraints
the city could no longer afford to offer this programming and the YMCA was
willing to provide staffing and management services to fill this gap- In t!'ns
agreement the city provides no fee access to our facilities and fields {including
Bohn Pool). The city maintains these facilities, including utilities, supplies and
general upkeep while the YMCA is responsible for the programming and the
staffing for these activities. We believe this will be a “win-win” situation for
both entities while still providing our residents with these services. We monitor
this situation as it progresses.

FINANCIAL AND ECONOMIC CONDITION

Consistent with the City policy regarding Authorized vs. Unauthorized
Expenditures, adopted by the City Commission September 1, 2003, the Annual
Operating Budget and General Appropriations Act serves as the foundation for
the City of Adrian’s financial planning and control. All departments of the City
government are required to submit requests for appropriation to the City’s
Finance Director on or before the last Tuesday in February each year. The City
Administrator uses these requests as the starting point for developing a
proposed budget for the ensuing fiscal year; the City’s fiscal year begins July 1
and ends June 30. The Recommended Budget is presented to the City
Commission for consideration at the first Commission Meeting in April. The
Commission is required to hold a public hearing on the proposed budget and to
adopt a final budget by no later than the second week in May. The
appropriated budget is prepared by fund (e.g., General Fund), department (e.g.,
Public Works) and activity (e.g., Contract Services).

Transfers of appropriations within and between departments require the special
approval of the City Commission in the form of a budget amendment. Budget-
to-actual comparisons are provided in this report for each individual
governmental fund for which an appropriated annual budget has been adopted.

In addition, the City Commission and City Administration meet in December of
each year to engage in long-term financial planning by preparing and adopting
a six-year Capital Improvement Program and Annual Capital Budget, which is
incorporated into the Annual Operating Budget and Gerieral Appropriations
Act. The long-term Capital Improvement Program is predicated on a Strategic
Plan developed by the same group of elected and appointed officials.

The information presented in the financial statements is perhaps best
understood when it is considered from the broader perspective of the specific
economic and demographic environment within which the City of Adrian
operates.



ECONOMIC OUTLOOK

Municipalities throughout the State of Michigan have experienced significant
fiscal pressure over the past few years. Similar challenges will persist over the
near to medjum term as the state continues to contend with stagnant economic
conditions related primarily to the significant contraction of manufacturing
employment. Property tax revenues have continued to trend downwards since
2008. The city had a taxable value of $461,039,614 for fiscal year 2007-08,
whereas the taxable value for 2013-14 was $364,145,816. That equates to a
21.02% decline in valve over this six year period.

The State’s economy is seeing positive but moderate growth and continued
expansion is expected this year. With a state unemployment high in October
2009 of 10%, the June 2014 rate saw 6.1%, evidence that Michigan’s economy
is now in a broadening recovery. This improvement has been led by
manufacturing. Improvements in sales tax collections have provide increases to
local units of government in revenue sharing payments made by the State.

The County’s jobless rate declined 1.0% in August 2013 to August 2014, from
7.3% to 6.3%. The county’s unemployment rate has been steadily declining for
the calendar year 2014. January 2014 saw a rate of 8.0%, dropping to our
current rate of 6.3%. The state of Michigan’s rate declined from 8.1% to 6.7%
during the same time frame. The City of Adran is fortunate to have three
institutions of higher education within our boundaries, Siena Heights
University, Adrian College and Jackson Community College, and one large
medical facility, all contributing to a stable workforce during troubled times.

Changes to State Revenue Sharing

The State of Michigan’s fiscal 2012 budget made significant changes to revenue
sharing payments provided to local governments. At this time the Economic
Vitality Program (EVIP) was instituted. The maximum amount available to local
governments under the new program was 67.8% of their 2009-10 statutory
payments. This plan stayed in place through our FY2013-14. In FY2014-15
this plan will again be revised and replaced with the City, Village and Township
Revenue Sharing (CVTRS) program. The new plan reduces some of the
reporting requirements placed on government.

State payments to Adrian for this fiscal year were $2,022,552, and increase of
3.4% over FY2012-13.

Long Term Financial Planning - Consistent with the City of Adrian’s
Capital Planning and Financing Policies, resolution #06-184 adopted by the
City Commission on December 4, 2006, included with the Comprehensive
Annual Financial Report is the City’s Strategic Action Plan. A financial




planning process that is well-integrated with other activities of government,
such as land use and physical development planning and management
functions, provides better financial and program decisions and leads to
improved governmmental operations.

Long-range financial planning, of course, is affected by the City’s revenue
stream. Because of the limitations placed on taxable values by Proposal A, the
ability of government units in the State to recover from a downturn is
significantly curtailed. As a result, the City has experienced decreases In
property tax revenues. To address this imbalance the City continues to
implement expenditure cuts and to look for ways to partner with others to
provide services to our residents.

The full impacts of this proposal on local government service levels were delayed
by the unusually long robust economy experienced through the mid- and late
1990s. It should be noted that, due to the calculation that permanently lowers
the Base Tax Rate, the ability to recover from the adverse impact of Headlee
rollbacks will take many years.

One glimmer of hope is that Michigan voters have started showing support for
cities on election day. According to the Michigan Municipal League, at the
August 2014 primary election, there were 38 tax- related requests on the ballot
and all but two were successful. These tax increases were for roads, library,
senilor services and public safety.

City of Adrian Fund Balance - General Fund
The schedule below presents a summary of changes in General Fund -
Fund Balance between FY2012-13 and FY2013-14:

CITY OF ADRIAN
FY2013-14 YEAR-END REPORT {Audited)

GENERAL FUND
Unreserved Fund Balance

Fund Balance as of June 30, 2013 $ 3,305,824
Less Reserves far:
Inventories and Prepayments S 172,145
Encumbrances S 105,198
Total Reserved Fund Balance as of June 30, 2011 S 277,343
Unreserved Fund Balance as of June 30, 2013 S 3,028,481



FY2013-14 Revenue and Other Sources
FY2013-14 Expenditures and Other Uses
Revenue Over/{Under) Expenditures

FY2013-14 Reserve for inventories and Prepayments
FY2013-14 Reserve for Encumbrances and Carry Forwards
Total Reserved Fund Balance as of June 30, 2014

Unreserved Fund Balance as of June 30, 2014

Proposed Assignments of Unreserved Fund Balance (Acct. 393.000)

Accumulated Sick & Vacation Liability
Pending Michigan Tax Tribunaf Claims
Cemetery Building
Wellness Initative

Property Acquisitions, Demolitions & Options
Local Grant Match

Pension Liability Contribution
Total Proposed Designations

FY2013-14 Unassigned Fund Balance

FY2013-14 Adopted General fund Operating Budget

$ 9,547,309

$ 9,327,650

$ 145,592
) 86,214
S 500,000
S 150,000
S 100,000
S 25,000
S 150,000
3 25,000
S 500,000

Unassigned Fund Balance as a Percent of FY 2013-14 Adopted Budget

219,659}
26,553
18,984
45,537

3,293,677

1,450,000

1,843,677

59,734,397

18.90%

Cash Management Policies and Practices — Cash temporarily idle during the
year was invested in money market accounts, certificates of deposit, obligations of
the U.S. Treasury, pooled investments and managed portfolio trusts that adhere
to the City’s adopted investment policy and Public Act 20 of 1943, as amended,
the Investment of Public Funds Act. The following exhibit compares investments

on June 30, 2013 and June 30, 2014:

Investment

Type FY2012-13 FY2013-14
Money Market Accounts $288,687 $144,341
Certificates of Deposit 619,517 615,611
U.5. Government Securities 3,679,797 3,335,391
Mutual Fund-Cash 117,544 1,803,928
Pocled Investments 661,497 338,968

Total 85,367,042 $6,288,239

City of Adrian investment policy, Resolution #R10-106 adopted August 16, 2010,




specifies that all public funds held by the City, including_ federal funds, s.hall be
deposited and/or invested with agencies that are recogmzfed and authorized by
Michigan statutes for that purpose. All certificates of investments of.funds
entrusted to the City of Adrian shall remain in the custody of the Finance
Department unless otherwise authorized by the City Commission. As of June 30,
2013 certificates of investments were in custody of the Finance Department.

Risk Management — The City is a member of the Michigan Municipal Liability
and Property Pool for its general liability property coverage and a member of Fhe
Michigan Municipal Workers Compensation Fund for its workers’ compensation
coverage. Both pools are under the Michigan Municipal Program sponsored and
administered by the Michigan Municipal League (MML).

The City pays annual premiums to the insurance pools. The pools are self-
sustaining through member premiums, and each carries reinsurance through
commercial companies for claims in excess of a minimum of $1,000,000 for each
specific occurrence, and to a minimum of $2,000,000 in aggregate in excess of the
pool loss reserve fund.

Pension and Other Post-employment Benefits- The City of Adrian has been a
member of the Municipal Employees’ Retirement System (MERS) of Michigan
since 1945. The pension program is administered by the MERS Board under the
provisions of the Municipal Employees’ Retirement Act of 1984, as amended by
Public Act 220 of 1996, embodied in the MERS Plan Document. The pension
program is categorized as a Defined Benefit Program with eligibility earned at age
60 with 8 or more years of credited service (10 years or more for employees hired
after July 1, 2012) with annual retirement benefits for General Non-represented
employees based on 2.25 percent of Final Average Compensation (2.0 percent for
employees hired after July 1, 2012) times years of credited service. For the
current reporting period, employee contributions for General employees’ amount
to 4.0 percent of salary, while employer contributions for all employees
($1,252,633). Total Regular Employee Contributions for Fiscal Year 2013-14
amounted to $278,324. As of December 31, 2013, the Pension Plan had Net
Assets of $41,312,860 with an Unfunded Actuarial Accrued Liability of
$14,510,393, resulting in a decrease in the Funded Ratio from 75% to 74.01%.

Awards and Acknowledgements

The Government Finance Officers Association (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the City of Adrian for its
Comprehensive Annual Financial Report (CAFR] for the fiscal year ended June 30,
2013. The Certificate of Achievement is the highest form of recognition for
excellence in state and local government financial reporting. This was the twenty-
fourth consecutive year that the City has received this prestigious award.

In order to attain the Award, a government unit must publish an easily readable



and efficiently organized Comprehensive Annual Financial Report with contents in
conformance with program standards. Such Report must satisfy both generally
accepted accounting principles (GAAP) and applicable legal requirements. A
Certificate of Achievement is valid for a period of one year only. We believe our
current report continues to conform to the Certificate of Achievement program
requirements, and we are submitting it to GFOA for review.

The preparation of the Comprehensive Annual Financial Report on a timely basis
was made possible by the dedicated service of the entire staff of the Finance
Department. Each member of the department has our sincere appreciation for
the contributions made in preparation of this report.

In closing, credit must also be given to the Mayor and the City Commission for
their unfailing support for maintaining the highest standards of professionalism
in the management of the City of Adrian’s finances.

Cind e
City Administrator Finanté Director

Respectfully submitted,
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September 30, 2014

INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and
Members of the City Cernmissicn
City of Adrian, Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type aclivities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of the City of Adrian, Michigan, as of and for the
year ended June 30, 2014, which collectively comprise the City’s basic financial statements as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor's Responsibility

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 Compfroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatements.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity's internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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Page 2

To the Honorable Mayor and
Members of the City Commission
City of Adrian, Michigan

Opinion

In our opinion, 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
Qiscretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Adrian, Michigan, as of June 30, 2014, and the respective changes in
financial position and cash flows, where applicable, thereof for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis and pension plan schedule on page 79 be presented to
supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency
with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Other information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Adrian, Michigan's basic financial statements. The introductory
section, and statistical section, are presented for purposes of additional analysis and are not a
required part of the basic financial statements.

The combining and individual nonmajor fund financial statements are the responsibility of
management and were derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the
basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the
combining and individua! nonmajor fund financial statements are fairly stated, in all material
respects, in relation to the basic financial statements as a whole,

The introductory and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.

14




Page 3

To the Honorable Mayor and
Members of the City Commission
City of Adrian, Michigan

Other Raporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated,
September 30, 2014 on our consideration of the City of Adrian, Michigan's internal control over
financial reporting and on 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 controt over financial reporting and compliance and the results of
that testing and not to provide an opinion 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 in considering City of Adrian, Michigan’s internal control over financial
reporting and compliance.,

Robertson, Eaton & Owen, P.C.
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Septernber 20, 2014

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and
Members of the City Commission
City of Adrian, Michigan

We have audited, in accordance with the auditing standards generaily accepted in the United
States of America and the standards applicable to financiai audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the governmental activities, the business-type activities, the discretely presented
compaonent units, each major fund, and the aggregate remaining fund information of the City of
Adrian, Michigan, as of and for the year ended June 30, 2014, and the related notes to the
financial statements, which collectively comprise City of Adrian, Michigan's basic financial
statements and have issued our report thereon dated September 30, 2014.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit, we considered the City of Adrian, Michigan's internal control
over financial reporting to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of City of Adrian, Michigan’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the City of Adrian's
internal control.

A deficiency in internal controf exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, detect and correct misstatements on a timely basis. A material weakness is a deficiency,
or a combination of deficiencies, in internal control such that there is a reasonable possibility that
a material misstatement of the entity's financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important
enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that were not identified. Given these limitations, during our audit we did not
identify any deficiencies in internal control that we consider to be materia! weaknesses. However,
material weaknesses may exist that have not been identified. We did identify a deficiency in
internal control, described in the accompanying schedule of findings and questicned costs that
we consider to be significant deficiency.
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Page 2
September 30, 2014

To the Honorable Mayor and
Members of the City Commission
City of Adrian, Michigan

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the City of Adrian, Michigan’s financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

CITY OF ADRIAN, MICHIGAN’S RESPONSE TO FINDING

City of Adrian’s response to the finding identified in our audit is described in the accompanying
schedule of findings and questioned costs. City of Adrian, Michigan’s response was not subjected
to the auditing procedures applied in the audit of the financial statements and, accordingly, we
express no opinion on it.

PURPOSE OF THIS REPORT

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’s internal control or on compliance. This report is an integral part of an audit performed

in accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Robertson, Eaton & Owen, P.C.
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CITY OF ADRIAN, MICHIGAN
SCHEDULE OF FINDINGS AND RESPONSES

JUNE 30, 2014 -

Finding considered a significant deficiency for the City of Adrian 2014-1

Criteria:

Effective for the year ended June 30, 2014, Statement on Auditing Standards No. 115 titles
Communicating Internal Conirol Related Matters Identified in an Audit (issued May 2006),
requires us to communicate in writing when a client requires assistance to prepare the footnotes
required in the annual audit report in accordance with accounting principles generally accepted in
the United States of America.

Condition

Currently, the City’s Finance Department prepares the interim financial reports and assists the
external auditor in the preparation of the annual audit report.

Cause

The Finance Department of the City does understand all information included in the annual
financial statements; however, assistance of the external auditor was utilized in preparing the
footnotes to the financial statements.

Effect

Utilization of the external auditor in preparing the footnotes to the financial stateme_nts assis_ts
management with the external financial reporting responsibility, to ensure their financial
statements are accurate,

Recommendation

At this time, we recommend no changes to this situation and communicate this as reqyired by
professional standards. The current process meets the definition of a significant deficiency as
defined in Statement on Auditing Standards No. 115,

Client Response

We are aware of this deficiency and believe it is not cost beneficial in our situation to develop this
expertise, We will continue to use our external auditors for this technical assistance. We would
expect this situation to be ongoing in future years.
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CITY OF ADRIAN, MICHIGAN
COMPREHENSIVE ANNUAL FINANCIAL STATEMENT
Management’s Discussion and Analysis
October 21, 2014

The management of the City of Adrian presents readers of the City of Adrian’s financial statements
this narrative overview and analysis of the financial activities of the City of Adrian for the fiscal year
ended June 30, 2014. This analysis is intended to assist the reader in focusing on significant financial
issues and to provide a general overview of the City’s financial activity. All amounts, uniess otherwise

indicated, are presented in whole dollars.

Financial Highlights

The Assets of the City of Adrian exceeded its liabilities at the close of the most recent fiscal year
by $77,521,647 (net position). Of this amount, $8,935,008 (unrestricted net positior) may be used
to meet the City’s ongoing obligations to citizens and creditors,

The City’s total net position increased by $3,067,550, a $1,292,024 increase in Governmental
Activities, and a $1,775,526 increase in Business-Type Activities. The value of Governmental
Activities Assets increased by $499,612, due primarily to an increase in cash position and
outstanding liabilities decreased by $795,014, due to a reduction in accounts payable and
noncurrent liabilities.

As of the close of the current fiscal year, the City of Adrian’s governmental funds reported
combined ending fund balances of $9,908,261, an increase of $1,592,362 in comparison with the
prior year, Following is a summary of Net Change in Fund Balance for selected Funds:

General Fund $ 219,659
Major Street Fund 80,740
Local Street Fund (20,282)
Fee Estate (5,218)
Oil & Gas Royalty Trust 1,181,812
All Other 135,651
Total $ 1,502,362)

The increase in General Fund is due to the unanticipated sale of city owned land and staffing
changes that resulted in savings.

The decrease in the Local Street Fund was a planned use of fund balance to make repairs on streets
due to the harsh winter of 2013-14.

The Oil & Gas Royalty Trust was instituted in the fall of 2013 to account for royalties the city is
now receiving because of the leasing of mineral rights to Savoy Energy. At this time, a trust has
been established and no monies from this trust can be used for three vears.

At the end of the current fiscal year, total fund balance for the general fund was $3,525,483 or
thirty-six and eight-tenths (36.8%) percent of budgeted general fund expenditures for FY2013-14
(an increase of $219,659). Of this amount, $145,591 is considered Nonspendable and earmarked
for inventories and pre-paid insurance. In addition, $86,214 is Assigned for encumbrances and
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s $1 ,459,000 is designated by management for the following specific projects, leaving $1,843,678 in
Unassigned Fund Balance. The designations are detailed as follows:

1) Accumulated Sick & Vacation Liability $ 500,000
2) Pending Michigan Tax Tribunal Claims 150,000
3) Property Acquisitions 150,000
4) Local Grant Match 25,000
5) Wellness Initiative 25,000
6) Cemetery building replacement 100,000
7) Pension Liability Contribution 500,000

Total $1,450,000

o The City of Adrian’s total Long-Term Liabilities decreased by $1,796,427 or just over six (6.2%)
percent during the current fiscal year to a total of $27,210,066. General Obligation Debt decreased
$220,000, from $6,415,000 to $6,195,000. Principal payment of $220,000 was made against
outstanding bonds issued to finance the Downtown Government Complex. Funding for the
FY2009-10 Capital Improvement Program, which addressed the need to replace the old City Hall
and relocate the Police Department, was primarily derived from the Federal stimulus program
through the issuance of Build America Bonds and Recovery Zone Economic Development Bonds
that provided for a 35% and 45% rebate on annual interest payments, respectively. By taking
advantage of provisions of the federal American Recovery and Reinvestment Act (ARRA) of 2009,
the City of Adrian issued a series of bonds totaling $7,040,000 in November, 2009, to fund the new
downtown City government complex, as well as consolidate all outstanding general obligation
debt, including the following:

Series A - $1,540,000 — Traditional Non-Taxable Limited General Obligation Bonds,

Series B - $1,600,000 — Federally Taxable Build America Bonds (35% Interest Rebate), and

Series C - §3,900,000 — Federally Taxable — Recovery Zone Economic Development Bonds (45%
Interest Rebate).

# Outstanding Revenue Bond Debt decreased by $1,480,000, from $21,563,255 to $20,083,255; a
summmary follows:

Date of Total Interest Maturity Outstanding
Purpose Issue Amount Rate Date Balance
Wastewater System
Improvements 09/26/02 § 8,920,000 2.500% 10/01/23 $ 5,015,000
Water System
Improvements (9/26/02 5,665,000 2.500% 10/01/23 3,185,000
Wastewater System
Improvements 09/22/05 1,993,885  1.625% 04/01/27 1,353,885
Wastewater System
Improvements 12/15/05 6,962,663  1.625% 04/01/27 4,757,663
Water System
Improvements 09/27/07 7441707 2.125% 10/01/28 5,771,707
Total $30,983,.255 $20,083,255
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Overview of the Financial Statements ’ . '
These discussion and analysis are intended to serve as an introduction to the City of Adrian’s basic

financial statements. The City of Adrian’s basic financial statements comprise three components: -1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the ﬁnanc%al
statements. This report also contains other supplementary information in addition to the basic financial

statements themselves.

Government-wide Financial Statements. The governmeni-wide financial statements are designed to
provide readers with a broad overview of the City of Adrian’s finances, in 2 manner similar to private-

sector business.

The Statement of Net Positions (Pages 30-31) presents information on all of the City of Adrian’s assets
and liabilities, with the difference between the two reported as net positions. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the City of

Adrian is improving or deteriorating.

The Statement of Activities (Pages 32-33) presents information showing how the City’s net position
changed during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported in this statement for some items that will only result in cash flows
in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City of Adrian that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The governmental activities of the City of Adrian mclude general
government, public safety, highways and streets, sanitation, economic development, and culture and
recreation. The business-type activities of the City of Adrian include water and sewer operations,
storm water utility and automobile parking activities, as well as Dial-A-Ride Transportation.

The government-wide financial statements include not only the City of Adran itself (known as the
primary government), but also a legally separate Downtown Development Authority, a legally separate
Local Development Finance Authority and a legally separate Brownficld Redevelopment Authority,
for which the City of Adrian is financially accountable. Financial information for these component
units is reported separately from the financial information presented for the primary government itself.
The Dial-A-Ride transportation system and OMNI drug enforcement unit function, as well as the
Internal Service Funds for Information Technology, Motor Vehicle Pool and Building Maintenance,
for all practical purposes are departments of the City of Adrian and, therefore, have been included as
an integral part of the primary government. The government-wide financial statements can be found
on pages 30-33 of this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The City of Adrian, like
other state and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the City of Adrian can be divided into three
categories: governmental funds, proprietary funds and fiduciary funds.
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Governmental Funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources available
at the end of the fiscal year. Such information may be useful in evaluating a government’s near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of
revenues, expenditures and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

The City of Adrian maintains fifteen (15) individual governmental funds, including three (3) Internal
Service Funds, Information Technology Fund, Motor Vehicle Pool Fund and Building Maintenance
Fund. Information is presented separately in the govemmental fund balance sheet and in the
governmental fund statement of revenues, expenditures and changes in fund balances for the general
fund, major streets and local street funds, Fee Estate Fund and the Qil & Gas Royalty Fund, all five of
which are considered to be major funds. Data from the other nine (9) governmental funds are
combined into a single, aggregated presentation. Individual fund data for each of these non-major
governmental funds is provided in the form of combining statements elsewhere in this report. The
basic governmental fund statements can be found on pages 34-43 of this report.

The City of Adrian adopts an annual appropriated budget for its general fund. A budgetary
comparison statement has been provided for the general fund to demonstrate compliance with this

budget (reference pages 38-40).

Proprietary Funds are also maintained by the City. There are traditionally two different types of
proprietary funds. Enterprise funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. The City of Adrian uses enterprise funds to
account for its Water and Sewer operations and for the Automobile Parking and Dial-A-Ride Systems,
as well as the Capital Projects Revolving Fund and Storm Water Utility Fund (reference pages 48-52).
Internal service funds are an accounting device normally used to accumulate and allocate costs
internally among the City of Adrian’s various functions. The Information Technology Fund was
established with the implementation of the FY2004-05 Budget and the Motor Vehicle Pool Fund was
established for the Fire Department only with the implementation of the FY2007-08 Budget and
expanded in the FY2008-09 Budget to encompass Police, DPW, Parks & Recreation, Inspection,
Cemetery and City Engineer vehicles. The Building Maintenance Fund was established in the FY2012-
13 to account for the maintenance costs for facilities owned by the City, with the exception of Water
and Sewer (reference pages 117-128).

Proprietary funds provide the same type of information as the government-wide financial statements,
only in more detail. The proprietary fund financial statements provide separate information for the
Water System and the Wastewater System, both of which are considered to be major funds of the City
of Adrian. Conversely, the Capital Projects Revolving Fund, Dial-A-Ride, Storm Water Utility and the
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Automobile Parking System funds are combined into a single, aggregated pre:sentati'on ir} the
proprietary fund financial statements. Individual fund data for these enterprise funds is pl?OVlded in the
form of combining statements elsewhere in this report. The basic proprietary fund financial statements

can be found on pages 44-48 of this report.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the government, Fiduciary funds are not reflected in the government-wide financial statements
because the resources of those funds are not available to support the City of Adrian’s own programs.
The accounting used for fiduciary funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found on page 49 of this report.

Notes to the Financial Statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes
to the financial statements can be found on pages 50-78 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information concerning the City of Adrian’s progress in
funding its obligation to provide pension benefits to its employees through employer contributions and
required employee contributions. Required supplementary information can be found on page 79 of this

report.

The combining statements referred to earlier in connection with non-major governmental funds and
enterprise funds are presented immediately following the required supplementary information on
pensions. Combining and individual fund statements and schedules can be found on pages 81-105 of
this report.

Individual statements for various Enterprise and Internal Service Funds can be found on pages 107-
128. Individual and combining statements for discretely presented Component Units are displayed on
pages 131-138.

The Schedule of Indebtedness can be found on pages 139-142,

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a usefu] indicator of a government’s financial
position. In the case of the City of Adrian, assets exceeded liabilities by $77,521,647 at the close of
the most recent fiscal year.

By far the largest portion of the City of Adrian’s assets {74.3%) reflects its investment in capital assets
(e.g., land, buildings, machinery and equipment); less any related debt used to acquire those assets that
is still outstanding. The City of Adrian uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. Although the City of Adrian’s
investment in its capital assets is reported net of related debt, it should be noted that the resources
needed to pay this debt must be provided from other sources, since the capital assets themselves cannot
be used to liquidate these liabilities.
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Current and Other Assets

Capital Assets
Tota] Assets

Long-Term Liabilities
Other Liabilities
Total Liabilities

Net Assets:

Invested in Capital Assets
(Net of Related Debt)

Resiricted
Unrestricted

Total Net Position

CITY OF ADRIAN’S NET POSITION

Governmental Business-Type TOTAL
Activities Activities
FY2012-13 FY2013-14 FY2012-13 FY2013-14 FY2012-13 FY2013-14
$10,215,857 $11,405,579 $9.073,994  $10,340,803 $£19,280.851  $21,746,382
33,440,286 32,750,176 52,633,957 51,453,514 86,074,243 84,208,690
$43,656,143 $44,155,755 $61,707951 $61,799,317 $105,364,094 $105,955,072
$6,735,949  $6,523,778 $22,105,296 $20,523,449  $28,841,245  $27,047,227
1,477,186 894,343 514,370 412,057 1,991,556 1,306,400
$8,213,135  §7,4i18,121 £22,619,666 $20,935,506 $30,832.801  $28,353,627
$27,025,286 526,555,176 $30,623,333  $31,037,036 $57,648,619  $57,592.212
5,696,801 8,183,020 2,635,996 2,811,407 8,332,797 10,994 427
2,643,725 1,919,640 5,828,956 7,015,368 8,472,681 8,935,008
$35,365,812  $36,657,836 $39,088,285 $40,863,811 $74,454,007  §77,521,647

An additional portion of the City of Adrian’s net position, fourteen (14.2%) percent, represents
resources that are subject to external restrictions on how they may be used. The remaining balance of
unrestricted net positions ($8,935,008) may be used to meet the City’s ongoing obligations to citizens
and creditors. At the end of the FY2013-14 Fiscal Year, the City of Adrian is able to report positive
balances in all Net Position categories: Capital Assets, Restricted and Unrestricted.

Change in Net Position. As explained carlier under Financial Highlights, the City’s total net position

increased by ($3,067,550). A summary of the net increase, segregating Govermnmental Activities and
Business-Type Activities, as well as a comparison with prior year actual, follows:

CITY OF ADRIAN’S CHANGES IN NET POSITION

Governmental Business-Type
Activities Activities Total
FY2012-13 FY2013.14 FY2012-13 FY2013-14 FY2012-13 FY2013-14

Revenues:
Program Revenues:

Charges for Services $4,372,420  $4,058,782 $8074885  $9.141,413 $13,347,305  $13,200.195

Operating Grants & Contribins, 1,610,640 1,581,130 250,086 288,529 1,869,726 1,860,659

Capital Grants & Contributions 0 50,857 58,520 78,841 58,520 128,688
Total Program Revenuss $5,983,060 $5,600,769 $8,293.491 $9,508,783 $15,276,551  $15,199,552
General Revenues:

Property Taxes $5,809,159  $5,681,905 $5.809.159  $5,691,805

Other Taxes 3,325,578 3,429,794 3,325,578 3,420,704

Grants & Contributions not 13,692 13,786 13,602 13,786

Restricled o Specific Programs 0 0

Other -13,828 1,278,441 $110,238 $60,071 96.410 1,338.512
Tolal General Revenues $9,134.601  $10,413,926 $110,238 $60.071 $0.244.839  $10,473,0097
Total Revenues $15,117,661 $16,104,685 $0,403,729 $9,568,854 $24.521,390 $25,673,549
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Expenses:

General Govemment $3,514,802  $3,596.835 $3,514,802 $3,596,835
Public Safety 5,178,833 5,495,015 5,478,832 5,465,015
Public Works 444,836 482,339 444,836 482,330
Culture and Recreation 1,865,851 2,037,678 1,865,851 2,037,679
Cormm., Beautification 1,406,316 750,215 1,406,316 758,315
Comm /Economic Development 234,552 245,811 234,552 245611
Highways, Streets & Bridges 1,524,902 1,764,232 1,524,992 1,764,232
Interest on Long-Tarm Debt 222,672 254,112 222672 254,112
Wastewater System 0 $3,800,316  $3,907,021 3,880,316 3,907,021
Water System 3,241,920 3,330,542 3,241,925 3,330,542
Dial-A-Ride System 542,458 520,816 542 458 520,818
Auto Parking System 166,972 110,544 168,872 110,544
Siorm Water Utility 261,418 101,938 261,418 101,638
Total Expensee $14,302,954 $14,635,138 $8,102,093  $7,970,861 $22,495,947  $22,605,990
Excass/{Deflciancy) $724,707 $1,409,557 $1,300,736  $1,507,893 $2,025443  $3,067,550
Contribulions o Term and
Permanent Endowments 0 u] ¢ 1] 0 D
Spedial and Extraordinary ltems D ] 0 0 0 1]
Transfers -150,967 -177,533 150,967 177,533 D 0
Increase/{Decrease) in Net Position $573.740 $1,292,024 $1,451,703  §1,775,520 $2,025443  $3,067,550
Net Position — Beginning $34,762,072  $35,385.812 $36,905,182  $395,088,285 71,687,254 74,454,097
Contrib. of Capitel Assets $731,400 80 731,400 0
Net Position - Ending $35,365.812  $36,657,838 $30,088,285 $40,863,811 $74,454 007 $77,521,647

Financial Analysis of the Government’s Funds
As noted earlier, the City of Adrian uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental Funds. The General Fund is the chief operating fund of the City of Adrian and is
considered a Governmental Fund. The focus of the City’s governmental funds is to provide
information on near-term inflows, outflows, and balances of sperndable resources. Such information is
useful in assessing the City of Adrian’s financing requirements. In particular, designated and
unassigned General Fund - fund balance may serve as a useful measure of a government’s net
resources available for spending at the end of the fiscal year. As of the end of the current fiscal year,
the City of Adrian’s governmental funds reported designated and unassigned fund balance for the
General Fund of $3,293,678, an increase of $265,197 in comparison with the prior year.

Other Governmental Funds include Major Streets, Local Streets, and Fee Estate Funds, as well as other
minor funds, such as Perpetual Care and Endowment Funds. Collectively, their fund balances,
combined with the General Fund, increased by $1,592,362 to $9,908,261, primarily due to the creation
of the Oil & Gas Royalty Trust.

Proprietary Funds. The City of Adrian’s Proprietary Funds provide the same type of information
found in the government-wide financial statements, but in more detail.
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Net position of the Wastewater Fund at the end of the year amounted to $18,944,425, an increase of
$876,024, attributable to the delay in a major capital project that will be done in FY2014-15. The
Water System experienced an $890,555 increase in net position, from $15,117,061 to $16,007,616,
primarily due to a continued discipline on the spending side in anticipation of a large sanitary sewer
separation project in the upcoming fiscal year.

All other Proprietary Funds, including Storm-Water Utility, Automobile Parking System, Dial-A-Ride
System and Capital Projects Revolving Fund, experienced a collective increase in Net Position
amounting to $8,947, equivalent fo (0.2 %). The primary contributing factor is just a change normat
operating costs.

General Fund Budgetary Highlights
Differences in the original budget and the final amended budget amounted to a $61,113 decrease in
appropriations and are detailed as follows:

First Quarter Budget Amendments § 13,835
FY 2012-13 Encumbrances 25,373
FY 2012-13 Carryforwards 34,000
Website Design 15,000
Second Quarter Budget Amendmems (16,230)
Purchase SCBA-Fire Department 10,575
To Fund Acting City Administrator 12,418
Third Quarter Budget Amendments 0
Transfers Out-Bldg. Maintenance 50,000
Fourth Quarter Budget Amendments {206,084)
TOTAL ${(61,113)

The above listed appropriations were budgeted from available fund balance. Significant variances
between the Amended General Fund Budget and Actual Revenue and Expenditures are identified and
explained as follows:

Revenue:
Compared to the Amended Budget, actual revenue was favorable by $63,488. The single most

significant factor affecting FY2013-2014 financial operations was shortfalls in both Real Property Tax
collections, due to unsuccessful litigation of Michigan Tax Tribunal (MTT) appeals. These shortfalls
were offset by the unanticipated sale of properties to the company doing oil exploration in the area and
sale of land to a developer of an assisted living facility.

Expenditures:
Compared to the Amended Budget, actual expenditures were favorable by $408,239. The primary

reasons for this favorability are detailed as follows:
1) The Administration Department was favorable by $10,896 due to personnel change in the City

Administrator position.
2) The Human Resources Department was favorable by $25,700 due to working with unions

without the need for outside legal assistance.
3) Police Department was favorable by $49,456 due to under spending of wages because of the

above average tumover in personnel.

4) Fire Department was favorable by $64,644 due to lower needs of overtime and discipline on the
spending side.

5) Parks & Forestry Department was favorable by $176,312 due to capital improvements projects
not being done.
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Capital Asset and Debt Administration . ‘
Capital Assets. The City of Adrian’s investment in capital assets for its governmental and bu.sn-less-
type activities as of June 30, 2014 amounts to $84,208,690 (net of accumulated depreciation),
representing a year-to-year decrease of ($1,865,553). Governmental Activities decreased $690,110,
from $33,440,286 to $32,750,176. Business-Type Activities decreased (81,175,443), from $52,633,957
to $51,458,514, due to accumulated depreciation of the City’s Utility System. The total decrease in the
City of Adrian’s investment in capital assets for the current fiscal year was (2.17%).

A summary of the City of Adrian’s Capital Assets is provided below. Additional information

regarding the City of Adrian’s capital assets can be found in Note 3.C. {pages 87-90) of this report.
CITY OF ADRIAN'S CAPITAL ASSETS

{Net of Depreciation}
Governmental Activities Business-Type Actvities Totai
2014 2013 2014 2013 2014 2013
Land £8,305,639 $8,305,639 $1,407,642 $1,407,642 $9,713.281 $9,713,281
Land improvements 4,824,080 5,167,508 1,214,794 1,257,108 5,038,874 $6,424,617
Buidings 7,708,502 B,067,566 1,196,823 1,227417 8,993,325 $9,294,963
Liility Systems 47,459,568 48,528,491 47,459,568  $48,529.491
Machmery, Equip & Furn. 1,823,414 2,015, 7M1 179,687 212,208 2,003,098 $2,227,999
nfrastructure 10,000,544 9,883,872 10,000,544 $9,683.872
Total §$32,750,176 $32,440,286 $51,458,514 $52,633,057 $84,208,690  $86,074,243

Long-Term Liabilities. At the end of the current fiscal year, the City of Adrian had total long-term
liabilities of $27,210,066, a decrease of $1,796,427 compared to the prior year. Of this amount,
$6,195,000 comprises debt backed by the full faith and credit of the City, related to the Issuance of
Series A, B & C bonds ($7,040,000) to renovate and construct buildings for the new Downtown City
Government Complex, offset by consolidation of all outstanding General Obligation Debt. Of the total
outstanding debt, $20,083,255 represents bonds secured solely by specified revenue sources (i.e.,
revenue bonds), a year-to-year decrease of $1,480,000, funds used to upgrade the City’s Wastewater
Collection and Treatment Systems and Water Treatment and Distribution Systems. In addition,
Accrued Sick and Vacation Compensation amounts to $593,589, an increase of $12,720 compared to
the prior year.
CITY OF ADRIAN'S LONG TERM LIABILITIES
General Obligation and Revenue Bonds
(nstallment Purchase Obligations
Accrued Sick and Vacation

Governmental Business-Type
Activities Activities Total
2014 2013 2014 2013 2014 2013
GO Bonds $6,195,000 $6,415,000 S0 S0 $6,195000 $6,415,000
Revenue Bonds g 0 20,083,255 21,563,255 520,083,255 $21,563,255
Instaliment Purchase 0 0 338,222 447,369 $338,222 $447,369
Accrued 5ick & Vacation 451,618 486,197 101,971 94,672 $593,589 $580,869
Tota! Long-Term Liabilities $6,686,618 $6,501,197 $20,523,448 522,105,296 527,210,066 $29,006,493
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On June 30, 2014, the City of Adrian had a number of debt issues outstandin g. These issues consisted
of general obligation debt and revenue bonds. The City has maintained an Al bond rating from
Moody’s Investor Services and an A+ rating from Standard & Poor’s on general obligation issues.
Under current State statutes, the City’s general obligation outstanding debt amount is subject to a legal
limitation based on 10 percent of total assessed value of real and personal property. As of June 30,
2014 the City’s net general obligation bond of $6,195,000 was well below the legal limit of
§3g,‘1414,582 and General Obligation debt per capita equaled $293.42, a year-to-year decrease of
10.13.

Additional information on the City of Adrian’s long-term debt can be found in Note 3E (pages 69-73)
of this report, as well as Exhibits D-1 through D-5 of the Statistical Section (pages 156-160).

Economic Factors and Next Year’s Budgets and Rates

® The FY2014-15 Budget Recommendation was submitted at a time when economic conditions were
in a state of recovery, however, property values continue to be in a state of decline for a seventh
consecutive year,
The National and state economic recovery remains sluggish at best.

The Govermor’s Economic Vitality Incentive Program (EVIP) has been eliminated for the
upcoming fiscal year. In its place is a simplified version, the CVTRS program. With that we have
seen a slight increase in our funding.

* Legislation to eliminate or reduce Personal Property Taxes has been adopted by the State
Legislature. It remains to be seen how that will impact our revenues.

All of these factors were considered in preparing the City of Adrian’s budget for the 2014-15 fiscal
year. Also during the current fiscal year, designated and unassigned fund balance in the General Fund
stands at $3,293,678. The City of Adrian has designated $1,450,000 of the unassigned Fund Balance
amount for spending in the ensuing fiscal year budget recommendation, primarily for the purpose of
establishing reserves for accumulated sick and vacation liabilities and pending Michigan Tax Tribunal
claims, the construction of a building at our cemetery that was burned by vandals, initiating a Wellness
Program to try and offset rising health care costs and for funds to contribution to our rising Unfunded

Pension Liability.

Based on an analysts of our utility rates, the FY2014-15 Budget reflects no rate increase for both water
and sewer services.

Requests for Information
This financial report is designed to provide a general overview of the City of Adrian’s finances for all

those with an interest in the City’s finances. Questions concerning any of the information provided in
this report or requests for additional information should be addressed to the Office of the Finance
Director, 135. W. Maumee Street, Adrian, Michigan 49221 or call 517-264-4842 or e-mail:
cprue@adrianmi.gov.
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ASSETS:

Cash and cash equivatents

investments

Receivables (net of allowance for
uncollectibles)

Due fram component units

Due from - primary government

Due from other govermnmments

Internal balances

Inventories

Prepaid expense

Restricted assets:
Current:
Cash and cash equivalents
Investments
Noncurrent;:
Cash and cash equivalents
Investments

Capital assets (net of accumulated

depreciation);
Land
Land improvements
Buildings
Utility systems

Machinery, equipment, and fumishings

Infrastructure

Total asseis

CITY OF ADRIAN, MICHIGAN
STATEMENT OF NET POSITION
JUNE 30, 2014
WITH COMPARATIVE TOTALS FOR JUNE 30, 2013

Primary Government

Component Units

Downtown Brownfield
Governmental Buslness-Type Totals Development Redevelopment
Activities Activities 2014 2013 Authorlty Authority
$ 4533025 $ 5486,257 § 10,019,282 $ 8,725886 S 214,264 % 132,616
5,933,682 - 5,933,682 4,754,467 25,894 -
727,145 1,686,672 2,413,817 2,341,146 19,050
1,853 5,000 6,653 241,618 - -
- - - 4 63
- 45,400 45,400 42,338 - -
56,984 (56,984) - - - -
120,823 215,839 345,662 357,283 - -
23,267 8,549 31,816 42,805 - -
- 1,039,508 1,039,508 1,035,078 - -
- 227,710 227,710 223,029 - -
- 1,653,739 1,653,739 1,497,104 - -
- 29,113 29,113 29,097 - -
8,305,639 1,407,642 9,713,281 9,713,281 53,494 -
4,824,080 1,214,794 6,038,874 6,424,617 245,000 -
7,796,502 1,196,823 8,983,325 9,294,983 - -
- 47,450 568 47,459,568 48,529,491 - -
1,823,411 179,687 2,003,098 2,227,999 - -
10,000,544 - 10,000,544 9,883,872 - -
$§ 44155756 $ 61,799,317 $1050955072 §105364.094 § 557,708 % 132,679

The notes to the financial statements are an integral part of this statement.




PRIMARY GOVERNMENT Component Units

Downtown Brownfleld
Governmental Business-Type Totals Development Redevelopment
Activities Activities 2014 _2013 Authority Authority
LIABILITIES:
Accounts payable and other current $ 673487 % 213,409 § 886,896 $ 1503376 % 4974 % -
Accrued interast payable 220,734 53,595 274 329 224,034 ~ -
Due to primary government - - - 6,633
Due to agency fund 55 55 - - -
Due (o component unit 67 - 67 91,552 - -
Due to other govermnments - 6,320 6,390 24,282 - -
Liabilities paid from restricted assets - 138,663 138,663 148,312 - -
Noncurrent liabilities: .
Due within one year 220,000 1,634,237 1,854,237 1,897,575 - -
Due in more than one year 6,303,778 18,889,212 25,192,990 26,983,670 869 -
Total liabilities 7,418,121 20,935,506 28,353 627 30,832,801 12,496
Deferred Infiows of Resources
Uneamed revenue {See Note 3.B) 79,798 - 79,798 77,196 - -
NET POSITION:
“  Invested in capital assets. net related debt 26,555,178 31,037,038 57,592,212 57,648,619 298,494 -
Restricted for: :
Public safety 530,737 - 530,737 320,477 - -
Community development 127,291 - 127,291 125,426 - -
Highways and streets 2,942 657 - 2,942 657 2,864,082 - -
Debt service - 2,711,407 2,711,407 2,535,996 - -
Water systemn replacement - 100,000 100,000 100,000
Parks and beautification 16,091 - 18,091 21,309 - -
Downtown Development - - - - 246,716 -
Brownfield Redevelopment - - - - - 132,679
Endowment:
Expendable 1,654,651 - 1,854,651 514,581 - -
Nonexpendable 111,005 - 111,005 111,005 - -
Perpetual care - nonexpendable 965,224 - 965,224 945,042 - -
Public purposes 1,689,773 - 1,689,773 622,734 - -
Other purposes 145,591 - 145,591 172,145 - -
Unraestricted 1,919,640 7,015,368 8,935,008 B,472,681 - -
Total net positon $ 36,657,836 $ 40863811 § 77521647 $ 74454097 % 545210 % 132 679

The notes to the financial statements are an integral part of this statement.



(PAGE 1 OF 2)
CITY OF ADRIAN, MICHIGAN
STATEMENT OF ACTIVITIES
FOR FISCAL YEAR ENDED JUNE 30, 2014
WITH COMPARATIVE TOTALS FOR FISCAL YEAR ENDED JUNE 30, 2013

Program Revenues Primary Government Component Units
Operating Capital Downtown Brownfleld
Charges For  Grants And Grants And  Governmental Business- Totala Development  Redevelopment
Eunctions/Programs Expenses Services Contributions _Contributions Activitios Activities 2014 2013 Authority Authority
Primary government:
Governmental activitles:
General govemnmant $ 3596835 & 2481522 & 652537 $ - 8 (482,776) % - % (452,776) $ (570779 % - % -
Public safety 5,495,015 1,245,099 246,088 - {4,033,828) - {4,033,828} (3,924,681) - -
Pubtic works 482,339 70,061 - - {412,278) - (412,278} {403,987) - -
Culture and recresticn 2,037,679 099,357 . - (1,928,322) - {1.938,322) (1.533,559) - -
Community Beautification &
Improvements 759,315 142,135 622,475 - 5,295 - 5.295 (63,166) - -
Communityfeconomic - -
3 development 245,611 - - - {245,611) - (245,611) (234,552) - -
Highways, streets, and bridges 1,764,232 50,608 60,030 50,857 (1,602,737) - (1,602,737} {1,456,498) - .
Interest on long tarm debt 254,112 - - - (254,112) - (254 112) {222 672) - -
Total governmental activities __ 14,635,138 4,058,782 1,581,330 50,857 {8,944 369) - (8,944,369) (8.409,894) - -
Business-type activities:
Wastewster system 3,907,021 4,766,018 - - - 858,997 858,997 808,293 - -
Water system 3,330,542 4,201,396 - - - 870,854 870,854 658,835 - -
Dial-A-Ride systam 520,816 104,548 263,529 - - {155,739) {155,739) {175,839) - -
Automobile perking system 110,544 35,800 25,000 78.841 - 29,097 29,097 (102,567) - -
Storm water utility 101,928 36,651 - - - (65,287) {65,287) 1,776 - -
Total business-type activities 7,970,861 9,141,413 288,529 78,841 - 1,537,922 1,537,922 1,190,498 - -
Tolal primary government § 22605999 §1 3,200,185 3 1869659 & 129698 § (8944369} $ 1537022 § (7406447} § (7,219,396} § - % -

The notes to the financial statements are an integral part of this statement.




Program Revenues Primary Govemment Component Units

Operating Capital Downitown Brawnfleld
Charges For  Grants And Grants And  Governmental Business- Taotals Development  Redevelopment
Expenses Servicas Contributions  _Contributions Actlvities Activitios 2014 2013 Authority Authority
Component Unkts:
Downtown Devalopment Authority
Authority $ 234071 § 43685 % - % - - 5 - $ - % (20933%) % -
Browrfield Redevelopment
Authority 22 564 - 4,656 - - - - - - {17,908}
Total componentunits $ 206635 § 43685 $ 4658 § - 3 - 5 - 3 - § ) - §  {208.336) g {17,908}
General Revenues:

Property taxes 5 5691905 % - $ 5691905 § 5809159 % 92813 & 44,800

Sales tax, incentive payment 2,022,551 - 2,022,551 1,962,792 - -

Moter vehicle fuel tax 1,407,243 - 1,407,243 1,362,786 - -

Grants and contributions not restricled to specific programs 13,786 13,786 13,692 - -

Investmert samings and oil royalties 1,278,441 60,071 1,338,512 36,410 127 728

8 Contributions - - - 60,000 18,950 -
Transfers (177,533} 177,533 - - - -

Tolal general revenues and transfers 10,236,393 237 604 10,473,097 9,244 839 111,890 45528

Change in net position 1,282,024 1,775,626 3,067 550 2,025,443 (97.446) 27,620

Net position — baginning of year 35,385,812 30,088,285 74,454,097 71,697,254 642,658 105,059

Contribution of capital assets to utility funds (see note 3.C) - - - 731400 - -

Net position — end of yaar $ 36!65'!!836 $ 40863811 3 77,521,647 § T4|454!09T ] 545210 & 132!679

The notes to the financial statements are an integral part of this statement.



CITY OF ADRIAN, MICHIGAN
BALANCE SHEET
GOVERNMENTAL FUNDS

JUNE 30, 2014

WITH COMPARATIVE TOTALS FOR JUNE 30, 2013

Ol & Gas Other Totals
Major Local Fea Royaty Governmental Govemnmental Funds
General Strasts Strests Entste Tryst Funds 2014 2013
ASSETS:
Gash and cash equivalents $ 499342 5§ 1277339 3 1473518 § - - 5 571,437 § 3821636 $ 3,791,039
Irrvesiments 3,192,025 56,521 - - 1,181,812 1,503,324 5,933,882 4,754,467
Receivables:
Accounts 140,254 79,680 28,144 150,408 224,598 623,004 580,024
Loans - - - - 91,671 91,671 105,980
Due from other funds 82 360 - - - 344 82,704 473,078
Cue from componer units 1.001 - . - - 1,001 221,082
Inventories:
Land hekl for resale, at cost - - - - 7408 7,499 7,499
Supplies at cost 122,324 - - - - 122,324 139,566
Propaid cost 23,267 - - - - 23.267 32,579
Tolal assets 2 4!060!573 § 143540 3§ 1501862 § 150408 § 1181812 % 2 398 873 i 10!706!868 § 10085324
LIABILITIES:
Vouchers payable 5 Ixmmes § 1856 § 1,964 $ 120725 § - % 19,039 § 373572 § 5303684
Agorued liabilities 268,521 3,046 6,192 11,509 288 289,556 325,571
Due o ather funds 8,162 17,245 20,463 2,083 7.608 55,559 744,142
Due o ageny fund 55 55 -
Cue to componer units £7 - - - - 67 91,552
Total liabilites 506,793 22147 28,619 134317 26933 718,809 1,692,229
Deferred inflows of Resources
Uneamed mvenue (See Note 3.B) 28,297 - - - 51,501 70,798 77,196
FUND BALANCES:
Nonspandable:
Invemtares and prepaids 145,591 - - - - 145,591 172,145
Rastricted for:
Peipetual care - - - - - 965,224 565,224 845,042
Endowment - - - - - 111,005 114,005 111,005
Strests - (1) 1391383 (1) 1473,043 - - 78.221 2,942 657 2,864,082
Parks and beautification - - - 16,091 - - 16,091 21,308
Community Developmean - - - - - 127,291 127,201 125,426
Public purpose - - - - 1,181,812 507,961 1,689,773 622,734
Public safety - - - - - 530,737 530,737 320,477
Assignad to;
Economic development - - - - - - -
Encumbrances 85,214 - - - - - 85214 105,198
Designatad purpose [Note 2C) 1,450,000 - - - - - 1,450,000 1,450,000
Unassigned 1,843,678 - - - - - 1,843,678 1,538481
Total fund balances 3,525,483 1,391,393 1,473,043 16,091 1,181,812 2320439 9908261 __ 8315893
Total liabitties, defermed irflows of
resources and fund balance 3 2,398,873 $ 10,706,568 3 10,085,324

§ 4060573 § 1413540 § 1501662 _§ 150408 % 1181612

{1} - Includes ancumbrances of $5,900 in Major Street and 525,245 in Local Streel

The notes to the financial statements are an integral part of this statement.
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CITY OF ADRIAN, MICHIGAN
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS’
TO THE STATEMENT OF NET POSITION
JUNE 30, 2014 AND 2013

2014 2013

Amounts reporled for governmental activities in the statement
of net position are different because:

Capital assets used in govemmental activities are not financial

resources and, therefore, are not reported in the governmental
funds. $ 32,750,176 $ 33,440,286

Accrued interest payable on long term debt is recognized in
govemmental funds when paid and not when accrued. {220,734) (224,034)

Long-term portion of accrued sick and vacation pay liability are
not due and payable in the current period and, therefore, are not
reporied in the governmental funds. {322,715) (316,364)

Bond and loan indebtedness are recognized in the govemmental
funds when paid and not when accrued. (6,195,000) (6,415,000)

Internal Service Funds (Information Technology Fund, Building

Maintenance Fund and Fire Dept. Motor Pool) are used by

management to charge the costs of management information

systems and occupancy costs to individual funds and to maintain

vehicles. The assets and liabilities of the Internal Service Funds

are included in governmental activities in the statement of net

position. Note - capital assets for the internal sarvice funds of

$1,253,753 are shown in the capital asset figure above. 737,848 565,025

Net differences 26,749,575 27,048,913

Total fund balance in governmental funds g,908,261 8,315,899

Tota! net position of govemmental activities $ 36,657,836 $ 35,365,812

The notes to the financial statements are an integral part of this statement.
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CITY OF ADRIAN, MICHIGAN

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

GOVYERNMENTAL FUNDS
FOR FISCAL YEAR ENDED JUNE 30, 2014

WITH COMPARATIVE TOTALS FOR FISCAL YEAR ENDED JUNE 30, 2013

Oil & Gas Other Tolals
Major Local Foe Royaty Governmentat Governmental Funds
General Straets Stroats Estate Trust Funds _2014 2013
REVEMUES:
Taxes $ 5196793 § - % - 5 - % - 8 370656 § 5567449 § 5,706,453
Other tax related revenue 124,456 - - - - - 124,456 102,706
Licenses and permlls 341,685 - . - - - 41,685 247,785
intergovemnmental — federal 204,088 - - - - - 204,088 202,549
Intergovernmental — state 2,084,083 1,115,450 397,631 - - - 3,597,144 3,382,991
Charges for services 102,829 - - - - . 102,829 726,287
Use and admission charges ar217 - - - - 752,302 849,519 330212
Fines and fees 230,339 - - - - - 230,339 233,442
Invesiment earnings 41,089 630 590 - 78.781 54,320 175,410 (11.022)
Fea Trust - for beautification - - 5873503 - - 583,993 1,175,557
Ohher 1,033,200 30 4,770 2,753 - 122,355 1,163,108 1,336,554
Special assessments - - 50,857 - - - 50,857 41,128
Oil royalties - - - - 1,103,031 - 1,103,031 -
Contributions - - - - - - - 168,750
Total revenues 9 455 769 1,116.110 453 844 586,748 1,181,812 1,299,633 14,093,518 13,643,392
EXPENDITURES:
Current:
General govemment 1,623,048 - - - - - 1,623,045 1,575,553
Public safety 4,726,457 - - - - 629,529 5,355,996 5,196,657
Public works 470,726 - - - - - 470,726 426,076
Culture and recreation 1,607,850 - - - - - 1,607 850 2,182,521
Community Beautification and
tmprovements 36,852 - - 566,964 - - 803816 1,268,803
Mon-Deparimental - - - - - £9.813 89.813 116,808
Community/Economic
Development 232,764 - - - - 100 232.864 228,295
Highways, streets, and bridges - 10,370 852,130 - - - 1,882,500 1,038,787
Debt Service:
Principal retiremant 220,000 - - - - - 220,000 215,000
Interest and fisca! charges 257,412 - - - - - 267 412 233,710
Total expenditures 9,175,117 910,370 952130 566 064 - 719,442 12,324,023 12,482210
Excess (deficiency) of revenues over
{under} expenditures 280,652 205,740 (490 202) 19,782 1,181,812 580,191 1,769,895 1,161,182
Other financing sources {uses):
Transfers in 91,540 - 478,000 - - - 569,540 840,440
Transters out {152,533) {125,000} - {25.000) - (444 540) (Fa7.073) _ (1,637,507}
Total olher financing sources (uses) {60,893} {125,000} 478,000 (25,000} - {444.540) {177,533) (797,067}
Net change in fund balance 219,659 80,740 {20,282} {5.218) 1,181,812 135,651 1,592,362 364,115
Fund balances at beginning
of year 3,305,024 1,310,653 1,493,325 21,308 - 2,184 788 8,315,898 7.851,784
Fund balznces at end of year $ 3625483 $1391393 $1473043 F 16001 % 1181612 $ 2320430 % 0008281 $ 8315800

The notes to the financial statements are an integral part of this statement.
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CITY OF ADRIAN, MICHIGAN
RECONCILIATION TO THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEARS ENDED JUNE 30, 2014 AND 2013

2014 2013
Amounts reported for governmental activities in the
statement of revenues, expenditures and changes in fund
balances are different because:
Net change in fund balance — 3 $ 1592362 § § 364,115

Government funds report capital outlays as expenditures.

Howaver, in the statement of activities, the cost of those

assets is allocated over their estimated useful lives and

reported as depreciation expense. This is the amount by

which capital outlay exceeded depreciation in the current

period. (Total capital oullay $870,809 less depreciation

of $1,560,919 (690,110) 33,314

This issuance of long-term debt (e.g. bonds) provides
current financial resources to governmental funds, while
the repayment of the principal of long-term debt consumes
the current financial resources of governmental funds,
Neither transaction, howaver, has any effect on net position.
Also, governmental funds report the sffect of issuance
costs, premiums, discounts, and similar items when dabt
is first issued, whereas these amounts are defarred and
amortized in the statement of activities. This amount

is the net effect of these differences in the treatment

of long-term debt and related items.

Principal repayment 220,000 215,000

Sorme expenses reported in the statement of activities do
not require the use of current financial resources and,
therefore, are not reporied as expenditures in governmental

funds.
Accrued interest - net effect 3,300 11,039
Accrued long-term sick and vacation — net effect (6,351) 101,063

Internal Service Funds are used by management to charge
costs of management information systems and occupancy
cosls to individual funds and to maintain vehicles.

Note: Capital outlay and depreciation figures related to
Internal Service Funds - capital outlay of $ 175,211 less
depreciation of $ 292,667 are shown in capital outlay and

depreciation balances above. 172,823 {150,791}
Change in net position in governmental activitias § 1292024 §_ 573740

The notes to the financial statements are an integral part of this statement.
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CITY OF ADRIAN, MICHIGAN
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE —
BUDGET AND ACTUAL
FOR FISCAL YEAR ENDED JUNE 30, 2014

Varlance with
Budgeted Amounts Final Budget -
Original Final Actual Positive
REVENUES:
Taxes $ 5360000 % 5196000 § 5196793 % 793
Other tax related revenue 107,000 123,200 124,456 1,256
Licenses and permits 250,700 320,480 341,695 21,215
Intergovernmental 2,342,959 2,280,056 2,288,151 95
Charges for services 81,600 94,400 102,829 8,429
Uses and admission charges 101,600 103,600 97,217 {6,383)
Fines and feas 182,500 225,991 230,339 4,348
Investment eamings 50,000 29,500 41,089 11,589
Miscsllansous 029,648 1,011,054 1,033,200 22,146
Total revenues 9,406,007 9,392,201 9,455,769 63,488
EXPENDITURES:
Current:
General Government:
City Commission 107,868 114,132 111,688 2,444
City Administrator 221,804 275,550 264,654 10,896
Election Department 24,000 29,235 28,881 354
Finance Department 355,389 336,736 334,838 1,898
- City Assessor 144,979 160,990 155,715 8,275
City Attomey 168,060 171,060 167,046 4,014
City Clerk 121,136 121,136 120,448 688
Human Resources 176,044 176,044 150,344 25,700
Cemetery 425,650 291,863 288432 2,431
Total general government 1,746,930 1,676,746 1,623,046 83,700
Public Safety:
Police Department 2,747,084 2,732,864 2,683,408 49 456
Fire Department 1,764,105 1,733,102 1,668,458 64,644
Inspection Department 357,766 378,448 374,601 3,847
Total public safety 4,869,755 4,844,414 4,726,467 117,847
Total expenditures caried forward 6,616,685 6,521,180 6,349,513 171,647

The notes to the financial statements are an integral part of this statement.
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CITY OF ADRIAN, MICHIGAN

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -

BUDGET AND ACTUAL

FOR FISCAL YEAR ENDED JUNE 30, 2014

Total expenditures carried forward

Public Works:
Department of Public Works
Stores - Central Supply
Engineering
Street Lighting

Total public works

Culture and Recreation:
Recreation Department
Adrian Area Little League
Parks and Forestry Garage
Parks and Ferestry Department
Parks and Forestry — Heritage
Training School
Library

Total culture and recreation

Community Beautification and
Improvements:
Planning Commission
Other Projects

Total other services

Economic Development

Debt Service:
Principat
Interast

Total debt service

Total expenditures

Excess [deficiency) of revenues
over (under) expenditures

Variance with

Budgeted Amounts Final Budget -
Original Final Actual Positive
$ 6616685 § 6521160 $ 6349513 § 171,647
260,354 268,435 250,308 18,127
{2,560) (2,560) 13,073 {15,633)
76,684 03,472 84,702 8,680
108,000 113,000 122,553 {9,553)
452 478 472,347 470,726 1,621
284,472 288,581 278,229 10,352
2,200 3,700 3,607 3
21,120 21,120 20,750 370
504,515 540,078 400,977 139,101
140,513 158,363 166,284 (7,921)
29,300 29,300 29,300 -
793,234 743,020 708,613 34,407
1,775,354 1,784 162 1,607 850 176,312
12,000 12,000 7.514 4,486
§2,052 66,720 29,338 37,382
94,952 78,720 36,852 41,866
244,290 249 467 232,764 16,703
220,000 220,000 220,000 -
240,710 257,500 257,412 g8
460,710 477.500 477,412 88
9,644,469 9.583,356 9,175,117 408,238
(238,462} {191,075} 280652 471,727

The notes to the financial statements are an integral part of this statement.
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CITY OF ADRIAN, MICHIGAN
GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -

BUDGET AND ACTUAL
FOR FISCAL YEAR ENDED JUNE 30, 2014

Variance with
Budgeted Amounts Final Budget -
Original Final Actual Positive
Other financing sources (uses):
Transfers in $ 141,540 § 91540 § 91540 § -
Transfers out {151,041} (151,041} {152,533} {1,492)
Total other inancing sources (uses) (9,501} {59,501} (60,993} {1,482}
Net change in fund balance (247 ,963) (250,576) 219,659 470,235
Fund balance at beginning of year 3,305,824 3,305,824 3,305,824 -
Fund batance at end of year $ 3057861 § 3055243 § 3525483 § 470,235

The notes to the financial statements are an integral part of this statement.
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CITY OF ADRIAN, MICHIGAN
MAJOR STREETS SPECIAL REVENUE FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL
FOR FISCAL YEAR ENDED JUNE 30, 2014

Variance with

Budgeted Amounts Actual Final Budget -
Orlginal Final Amounts Positive
REVENUES:
Intergovernmental — state $ 075354 § 1039354 §$1115450 % 76,096
Investment eamings 1,000 1,000 830 (370)
Other 2,000 2,000 30 (1,970)
Total revenues 978,354 1,042,354 1,116,110 73,756
EXPENDITURES:
Highways, streets, and bridges:
Strest construction 209,500 245,500 170,010 75,430
Routine maintenance - streets 276,885 357,113 297,684 59,429
Routine maintenance - storm sewer - 37,191 20,977 16,214
Routine maintanance - bridges 12,980 2,402 458 1,944
Maintenance — State trunklines 50,354 60,486 41,320 19,166
Traffic service 128,520 128,520 118,669 9,851
Winter maintenance 74,620 132,400 132,087 03
Administration 57,034 57,034 51,788 5,248
Non-motorized transportation 65,220 85,220 76,767 8,453
Other 895 835 600 295
Total expenditures 876,108 1,106,761 910,370 196,391
Excess {deficiency) of revenues
over (under) expenditures 102,246 (64,407) 205,740 270,147
Other financing sources (uses):
Transfars in - - - -
Transfers out {125,000) {125,000) {125,000) -

Total other financing sources (uses) (125,000 {125,000 {125,000) -

Net change in fund balance (22,754) {189,407) 60,740 270,147
Fund balance at beginning of year 1,310,653 1,310,653 1,310,653 -
Fund balance at end of year $ 1287699 § 112124868 $1391393 % 270,147

The notes to the financial statements are an integral part of this statement.
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CITY OF ADRIAN, MICHIGAN
LOCAL STREETS SPECIAL REVENUE FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL
FOR FISCAL YEAR ENDED JUNE 30, 2014

Variance with

Budgeted Amounts Actual Final Budget -
Original Final Amounts Positive
REVEMNUES:
intergovernmental — state $ 345000 § 362208 § 397631 § 35,423
Special assessment 31,000 59,500 50,857 (8,643)
Investment earnings 1,000 1,000 590 (410)
Other 1,000 4,800 4,770 (30)
Total revenues 378,000 427 508 453,848 26,340
EXPENDITURES:
Highways, streets, and bridges:
Sidewalks 41,880 36,880 30,977 5,903
Street construction 376,000 518,489 427,685 90,804
Rehabilitation - alleys 10,000 11,000 10,412 588
Routine maintenance — streets 301,410 298,588 254,041 44,547
Routine maintenance - storm water - 57,431 29,364 28,067
Routine maintenance — bridges 4,940 4,940 467 4473
Traffic service 61,300 61,300 47,135 14,165
Winter maintenance 63,904 108,035 108,093 (58)
Administration 29,034 29.034 43,958 (14,922}
Total expenditures 888,468 1,125,697 952,130 173,567
Excess {deficiency) of revenues
over (under} expenditures (510,468} {688,183) (498,262} 199,907
Other financing sources {uses):
Transfers in 408.000 488,000 478,000 (20,000)
Total other financing sources (uses}) 498,000 498,000 478,000 (20,000}
Net change in fund balance (12,468) (200,189) {20,282) 179,807
Fund balance at beginning of year 1,483,326 1,493,325 1,493,325 -
Fund balance at end of year $ 1,480,857 & 1.203,136 $1,473,043 § 179,907

The notes to the financial statements are an integral part of this statement.
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CITY OF ADRIAN, MICHIGAN
FEE ESTATE SPECIAL REVENUE FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL
FOR FISCAL YEAR ENDED JUNE 30, 2014

Variance with

Budgeted Amounts Final Budget -
Original Final Actual Positive
REVENUES:
Donations - Fee Estate $ 745385 $ 745385 §$ 583,993 § (161,392)
Other 100 100 2,753 2,653
Total revenues 745,485 745,485 586,746 {158,739}
EXPENDITURES:
Maintenance - beautification 745,485 754,856 566,964 187,892
Total expenditures 745 485 754,856 566,964 187,892 |
Excess {deficiency) of revenues
over {under} expenditures - {9,371) 19,782 29,153
Other financing sources {uses):
Transfers out - - {25,000) (25,000)
Total other financing sources {(uses) - - (25.000) {25,000)
Net change in fund balance - (9,371) (5,218) 4,153
Fund balance at beginning of year 21,309 21,309 21,309
Fund balance at end of year g 21,300 § 11,938 $ 16091 § 4,153

The notes to the financial statements are an integral part of this statement.

43




- T-

(PAGE 1 OF 2}

CITY OF ADRIAN, MICHIGAN
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
JUNE 30, 2014
WITH COMPARATIVE TOTALS FOR JUNE 30, 2013

Governmental
Pusi T Activifies - Ent iss Fund Activiti
Other Totals
Wastewater Water Entarprise Proprietary Funds Intermal
ASSETS: System System Fund 2014 2013 Service Funds
Current assets:
Cash and cash equivalenls $ 2085405 $ 2267819 § 1133033 3§ 5486257 § 431511 % 711,289
Receivables:
Accounts 647,680 595274 16,439 1,258,383 1,208,062 12,390
Special assessments - - 336,149 336,149 362,202 -
Assessments - other 68,501 22,629 - 81,130 91,130 -
Due from other funds 1,816 1,020 7411 9,847 66,707 20,839
Due frorn ather governrments - - 45 400 45,400 42338 -
Dus from component unit - - 5,000 5,000 20,000 652
Inventories - 180,788 26,051 215,838 210,218 -
Prepawd expense 3,514 5,035 - 8549 10,226 -
2,806,916 3,081,565 1,568,183 7,457 664 6,352,789 754,270
Restricted assats aveilable
for curment labilities:
Customer deposit — cash - 31,728 - at 728 370 -
Bond interest and redemption
aceount - inveslment - 227,710 - 227,710 223,029 -
Bond interest and redemption
account — cash 712,422 295,358 - 1,007,780 1,001,708 -
Total currentassets ___ 3,619,338 3,636,361 __ 1,689,183 8,724,882 7,610,896 754,270
Noncumrent assets:
Restricted invesimants:;
Bond reserve - cash 916,424 637,315 - 1,553,719 1,397,104 -
Bond raserve - invesiment 28,113 - - 29113 29,097 -
Replacement account —
cash - 100,000 - 100,000 100,004 -
Total noncurrent restrictsd assets M5 537 737,315 - 1,682 852 1,528 201 -
Capital assets:
Land 163,164 583,110 661,368 1,407,642 1,407,642 -
Building - - 1,373.271 1,373,274 1,373,271 -
Utility systams 50,219,534 32,442 556 2,380,243 85,042,333 84,076,736 -
Land imprmovements - - 2,016,804 2,016,844 2,016,834 -
Equipment - - 567,219 567,210 567,219 3,818,584
Less: accumulated depreciation {24.243.820) (12,101,238} _ (2,603,727} {38.848,785) _ (36,807,745) {2,564 811)
Net capital assets 26,136,878 20,924 428 4,305 208 51,458 514 52,633,857 1,253,753
Total noncument assats 27,084,415 21,661,743 4,355 208 53,141,366 54,160,158 1,253,753

Total assets _§ 30,803,763 _$ 25208104 $ 5964301 § 61866248 § 61771054 8 2,008,023

The notes to the financial statements are an integral part of this statement.
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CITY OF ADRIAN, MICHIGAN
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
JUNE 30, 2014
WITH COMPARATIVE TOTALS FOR JUNE 30, 2013

Governmental
Business-Type Activities - Enterprise Funds Activities
Cther Totals
Wastewater Water Enterprise Propriatary Funds Internal
LIABILITIES: System System Fund _ 2014 2013 Service Funds
Current liabilities:
Vouchers payable $ 59162 § 112,088 § 42181 % 213408 % 288,251 § 5,754
Accrued liabilities 21,551 31,187 857 53,505 53,525 4,605
Due to other funds 25,856 37,862 3213 66,931 63,103 -
Due to component units - - 6,390 6,390 24,282 -
Accrued sick and vacation pay 17,632 31,726 - 49,358 48,428 -
Lease payable - current 70,879 - - 79,879 76,050 -
Instaliment loan payable -current - - - - 32,197 -
DWRF/SRF bonds payable—current 875,000 830,000 - 1,505,000 1,480.000 -
1,079,080 842,861 52,621 1,974,562 2,068,738 10,359
Current liabilities payable
from restricted assets:
Customer deposits payable - 31,726 - 31,728 33,370 -
Accrued interest 57,482 49,453 - 106,935 114,942 -
Totai current liebilities 1,136,562 924,042 52,621 2,113,225 2,215,048 10,359
Noncurrent liabilities:
Accrued sick and vacation pay 12,884 30,729 - 52,613 46,244 6.063
Lease payabie 258,343 - - 258,343 338,222 -
DWRF Bonds 4,570,000 8,326,717 - 12,896,717 13,971,717 -
SRF Bonds 5681539 - - 5,681,539 6,111,528 -
Total noncurrent liabilities 10,522,768 8,366 446 - 16,889 212 20,467,721 6,063
Total liabilties 11,659.328 9,200 488 52,821 21,002,437 22,682,769 16,422
NET POSITION::
Invested in capital assets, net of
related debt 14,674 117 11,867,711 4,385,208 31,037,038 30,823,333 1,253,753
Reslricted for debt service 1,600,477 1,110,930 - 2,711,407 2,535,886 -
Restricted for replecement - 100,000 - 100,000 104,000 -
Unrestricted 2,868,831 2,828,975 1,516,562 7,015,368 5,828 856 737 848
Total net position $ 18044425 _$16007616 § 5811.770 40 11§ 39.088.285 1,881,601

The notes to the financial statements are an integral part of this statement.
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STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION

Operating revenues:
Charpes for services
Special agsessments
Miscellaneous revenues

Tolal operating revenues

Oparating expenses:
Cost of services
Depreciation

Total operating expenses
Operating income (loss)

Nonoperating revenues

axXpanses:
Intergovernmental —- state -

operating
Intergovemmaental -

maintenance reimbursement- state
Intergovemmental ~

maintenance reimbursement - federal
Intergovemmental — federal

Interest revenue
Interest expense
Tolal nonaperating
revenues (expenses)
Income {loss} before

contributions and transfers

Capita! contribution from Local
Development Finance Authority
Capital contribution - grants
Federal
Cepital contribution - local
Transfers in

Change in net position

Total net position -
beginning of year

Total net position —
end of year

CITY OF ADRIAN, MICHIGAN

PROPRIETARY FUNDS
FOR FISCAL YEAR ENDED JUNE 30, 2014
WITH COMPARATIVE TOTALS FOR FISCAL YEAR ENDED JUNE 30, 2013

46

Governmental

Business-Type Actlvities - Entorprise Funds Activities

Other Totala

Wastewatar Water Enterprise Proprietary Funds Internal
System System Fund 2014 2013 Service Funds
$ 4,738,087 5 4,120710 % 1348t6 5 9002813 § 8822834 § 1.899,71C
- - 78.841 78,841 62,638 -
27,831 71,886 _4.183 103,800 89413 58,527
4,768,018 4,201,306 217,840 9,185,254 _B.874 885 1,958,237
2,264,310 2,508,168 603,976 5,374,454 5,568,847 1,611,203
1,383,170 618,547 129,322 2,144,039 2,045,625 202 667
3,657,480 3,124,715 733,298 7,515,483 7,614 472 _1.803, 870
1,108,538 1,076,681 {515,458) 1,669 791 1,360,413 55,367
- - 178,278 178,279 175,358 -
- - - - 2,000 -
. - 14,434 14,434 9,098 -
- - 70,818 70.816 126,830 -
17,027 19,701 23,343 60,071 50,238 -
(249.541) (205,827} - (455,368 _{488.521} ~
{232,514) {186.,128) 286,872 (131,768) {125,197) -
B76,024 880,555 (228,586) 1,537,093 1,235,216 55,367
- - - - 731,400 -
- - - - 5520 -
- - 60,000 60,000 60,000 -
- - 177,523 177,533 150,067 -
876,024 890,555 8,947 1,775,526 2,183,103 55,367
18,088,401 15,117,081 5,902,823 38,088,285 38,088,285 1,038,234
18,844 425 §16!00?!816 §59411.770 % 40863811 $41.271.388 _§ 1,991 601

The notes to the financial statements are an integral part of this statement.



Cash flows from operating
activities:
Cash received from customers
Cash paid to suppliers
Cash paid to employees

Net cash provided by (used in)
operating activities

Cash flows from noncaplital
financing activities:
Grant received — Federal
Grant received — State
Transfers from other funds
Special assessment revenue
provided to other funds

Net cash provided by noncapital
financing activities

Cash flows from capital and
related financing activities:
Acquisilion and construction

of capital assets
Principai paid on lease
Grants received - Federal
Contributions from DDA/TIFA
Special assessments
Principal paid on DWRF Bonds
Principal paid on SRF Bonds
Principal paid on installment toan
Interest paid

Net cash provided by (used in) capital
and related financing activities

Cash flows from investing activities:
Investment securities purchased
Proceeds on matured investment

securities
Interest income

Net cash provided by investing activities

CITY OF ADRIAN, MICHIGAN

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS
FOR FISCAL YEAR ENDED JUNE 30, 2014
WITH COMPARATIVE TOTALS FOR FISCAL YEAR ENDED JUNE 30, 2013

Governmental
Business-Type Actlvities - Enterprise Funds Activities
Other Totals
Wastewater Water Enterprise Proprietary Funds Internal

System System Fund 2014 2013 Service Funds
$ 4,769,616 $4,178078 § 259,294 59208088 $ 9,041,301 § 2,198,895
(1.657,130) (1,547,020} (328,218) (3,532,368)  (3,676,316) (1,741,191)
(683,994} {956,384) {301613) {1.942,001) {2.021,126) (183,840)
2,428,692 1,675,564 {370,537) 3,733,719 3,343,859 283,664

- - 82,508 82,508 97,810 -

- - 177,858 177,958 156,195 -

- - 177,533 177.533 150,866 -

- - (38.254) (38,254) (22,713) -

- - 390,745 390,745 382,158 -

(585,162) {380,435) - (965,597)  (1.040.113) (175,211)
(76,950) - - (76,950) (74,130} -

- - - - 59,520 -

- - §0,000 60,000 60,000 -

- - 74,691 74,891 58,511 -
(435,000} {620,000) - {1,085000) (1,035,000) -
(425,000} - - (425,000} (420,000) -
(32,197) - - (32,197) {25,848) -
{253,998) (200,378) - (463,374) (495,057) -
(1,808305) _{1,209,813)} 134,691  (2,883427) _ (2,912,115) {175,211)
(16} {4,881) - (4,697) (33) -
- - - - 2,211 -
17,027 19,701 23,343 60,071 50,238 -
17,011 15,020 23,242 55,374 52,416 -

The notes to the financial statements are an integral part of this statement.
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CITY OF ADRIAN, MICHIGAN
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR FISCAL YEAR ENDED JUNE 30, 2014
WITH COMPARATIVE TOTALS FOR FISCAL YEAR ENDED JUNE 30, 2013

Governmental
Business-Type Activities - Enterprise Funds Activitles
Othar Totals
Wastewater Water Enterprise Proprietary Funds Intarnal
System Systam Fund 214 2012 Service Funds

Net increase (decrease) in cash and

cash equivalents $ 637398 § 480,771 $ 187242 §$1305411 § B663M8 & 118,453
Cash and cash equivalents at beginning

of year (including $1,512,614 and

$1,019,568 for the Waste System and

the Waler System Uility Funds,

respectively reported in Restricted

Funds) 3,076,853 2,851,449 945 791 6,874,083 8,007,775 592 936

Cash and cash equivalents at end of
year (including $1,626,846 and
$1,064,401 for the Wastewater System
and the Water System Funds, ]
respectively reported in Restricted
Funds} $ 3!7145251 § 3,332,220 3 1,133,033 8,179,504 M___ iﬁ____ﬂi&

RECONCILIATION OF OPERATING INCOME {L OSS) TO NET CASH
PROVIDED BY (USED IN) OPERATING ACTIVITIES

Operating income {loss} $ 1108538 _$1.076681 _§ (515458} $1669.761 § 1360413 _§ 55,367

Adjustments to reconcile operating
income {loss) to net cash provided
by (used in) operating activities:
Depreciation 1,393,170 618,547 120,323 2,141,040 2,126,625 292,667
Change in asseta and llabilitien:
{increase) decreass in accounts

receiveble {480) (35,184) {45,666) {51,330) 97,570 1,349
{Increase} decrease in due from other

funds 4,278 14,408 42,685 61,371 {31,304) 238,225
(Increase) decrease in due from

component unit - - - - - {116}
{Increase) decrease in inventorigs - {5.421) {200} {5,621) {31,205 -
(Increase) decrease in prepaid expense 865 812 - 1.677 {1,038) -
Increase (decrease) in vouchers

payable {74,823) {21,247 3,336 {92.734) {113,287 {295,312}
Increase (decrease) in accryed payroll

and fiabifities (2,019) 2,681 (592) 70 {4,371} 1,484
Increase {decrease} in due to other

funds 2,008 15,785 (13,965} 3,828 (64,206) -
Increase (decreass) in accrued sick

and vacation (2,845) 10,144 - 7,299 4,512 -
Increase (decrease) in unearned revenue - - - - {3,000}

Incrgass {deareasa) in custormer
deposits - {1.642) - {1,642} 3,150 -

Tolal adjustments 1,320,154 598,883 144,821 2,063,958 1,983.446 238,297

Net cash provided by (used in)
operating activities _$ 2|4285692 $ 1!675!564 $ !3705537! i 3!733!719 3,343858 § 293 664

The notes to the financial statements are an integral part of this statement.
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CITY OF ADRIAN, MICHIGAN
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
AGENCY FUNDS
JUNE 30, 2014 AND 2013

2014 2013

ASSETS:
Cash and cash equivalents $ 42995 § 96,019
Investmaents 71,840 71,830
Accounts receivable 100 -
Due from primary govemment 55 -

Totalassets $§ 114980 $ 167,849
LIABILITIES:
Vouchers payable $ - % 25,984
Due to other taxing units 10,685 28,045
Restricted deposits 104,305 113,820

Total liabilities _$ 114,990 § 167,848

The notes to the financial statements are an integral part of this statement.
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CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Adrian, Michigan have been prepared in conformity with
accounting principles generally accepted in the United States of America (GAAP) as applied to
government units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting
principles. The more significant of the government's accounting polices are described below:

Reporting Entity

The City of Adrian is a Michigan Municipal Corporation governed by an elected seven
member commission. The accompanying financial statements present the government and
its component units, entities for which the government is considered to be financially
accountable. Blended component units, although legally separate entities, are, in
substance, part of the government’s operations. Each discretely presented component unit
is reported in a separate column in the government-wide financial statements (see note
below for description} to emphasize that it is legally separate from the government.

Discretely presented component units:

Downtown Development Authority (DDA) was created as a separate legal entity under
Public Act 197 of 1975 of the State of Michigan. The purpose of the DDA is to plan and
develop the downtown area of the City and to attract new businesses and residents. The
governing body of DDA is appointed by the City Commission for a fixed term. The City
approves the annual budget and any capital projects of DDA. Prior approval by the City is
needed on any taxation by DDA. And, the City's approval is needed for any borrowing done
by DDA. The Downtown Development Authority is presented as a governmental fund type.

Another discretely presented component unit is the Brownfield Redevelopment Authority
(BRA), approved by the Adrian City Commission on February 5, 2001, but began capturing
taxes for the first time in FY 2007-08. Under the authority of Public Act 381 of 1998, as
amended (MCL125.2651)}, the Brownfield Redevelopment Program provides funding and
tax incentives for the cleanup and redevelopment of contaminated, blighted, and
functionally obsolete propertias with the aim of making them economically viable. As part of
the program, the Brownfield Redevelopment Financing Act allows Brownfieid authorities
created by local units of government to use tax increment financing to pay for certain
“eligible activities” on eligible property. These “eligible activities” include such efforts as
baseline environmental assessments, due care activities, and additional response
activities. The City appoints ali members of the BRA Board of Directors and the budget of
the BRA requires City approval. The main revenue source of the BRA is derived from tax
increment financing, which is a financial burden to the City. The BRA authority is presented
as a governmental fund type.

Separate financial statements for each of the individual component units are not available.
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CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. Government-wide and fund financial statements

The government-wide financial statements (i.e., the statement of net position and the
statement of changes in net position) report information on all of the nonfiduciary activities
of the primary government and iis component units. For the most part, the effect of
interfund activity has been removed from these statements. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately
from business-fype activities, which rely to a significant extent on fees and charges for
support. Likewise, the primary government is reported separately from certain legally
separate component units for which the primary government is financially accountable.

The statement of activiies demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those that
are clearly identifiabie with a specific function or segment. Program revenues include 1)
charges to customers or applicants who purchase, use or directly benefit from goods,
services, or privileges provided by a given function or segment and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and
fiduciary funds, even though the [atter are excluded from the government-wide financial
statements. Major individual governmental funds and major individual enterprise funds are
reported as separate columns in the fund financial statements.

C. Measurement focus, basis of accounting and financial statement presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and
fiduciary fund financial statements. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Grants
and similar items are recognized as revenue as soon as all eligibility requirements imposed
by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered
to be available when they are collectible within the current period or soon enough thereafter
to pay liabilities of the current period. For this purpose, the government considers revenues
to be avaitable if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures are recorded onty when payment is due.

Property taxes and State shared revenue are major sources of revenue which are

considered to be susceptible to accrual. Property taxes for the City are levied July 1 of each
year.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
The property taxes are recognized in the year levied.

State shared revenue (sales tax) received in July is accrued for proceeding year. Special
assessment receivables are financed by the Capital Project Fund and are fully recognized
when levied,

Fiduciary funds can be either trust funds or agency funds. Trust funds use the same
economic resource measurement focus and accrual basis accounting as do proprietary
funds. Agency funds report only assets and liabilities and these do not have a
measurement focus. They do, however, use the accrual basis of accounting to recognize
receivables and payables.

Amounts due from other governments, loans receivable, Fee funding, and services
provided associated with the current fiscal period are all considered to be susceptible to
accrual and so have been recognized as revenues of the cumrent fiscal period. All other
revenue items are considered to be measurable and available only when cash is received
by the government.

The government reports the following major governmental funds:

The General Fund is the government’s primary operating fund. It accounts for all financial
resources of the general government, except those accounted for in another fund.

The Major Streets Fund is a Special Revenue Fund that receives State and local funding
for the purpose of construction and maintenance of City streets designated as major streets
under State of Michigan Act 51 of Public Acts of 1951.

The Local Strests Fund is a Special Revenue Fund that receives State and local funding for
the purpose of construction and maintenance of City streets designated as local streets
under State of Michigan Act 51 of Public Acts of 1951.

The Fee Estate Fund is a Special Revenue Fund that receives funds from an outside trust
that are restricted for city parks and beautification of city property.

The Oif and Gas Royalty Trust Fund is a permanent fund where oil and gas royailties from
City property are deposited. When these trust funds can be distributed to the City for

operating purposes is unknown at this time. A legal court decision on this matter is to be
made in the future.

The government reports the following major proprielar}f funds.

The Wastewater System Fund accounts for the acquisition, operation, and maintenance of
the City's wastewater system.

The Water Syslem Fund accounis for the acquisition, operation and maintenance of the
City’s water system.

Additionally, the government reports the following fund types:
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The Internal Service Funds are Information Technology Fund and Motor Vehicle Poof Fund
and Building Maintenance Fund. The Information Technology Fund accounts for
management information systems and services provided to other funds of the City on a
cost reimbursement basis.

The Motor Vehicle Pool Fund accounts for maintenance repair and operation expense on
vehicles and equipment used and rented by other funds. The money generated can be
used for purchase of new equipment and vehicles. The Building Maintenance Fund
accounts for the maintenance costs for all facilities owned by the City.

The Agency Funds account for assets held by the City acting as an agent for individuals,
private organizations, other governments, andfor other funds. There are three agency
funds. The Payroll Reduction Fund handles the payment of City payroll deductions to third
parties. The Property Tax Fund accounts for the collection and payment of property taxes
billed and collected by the city. The Trust and Agency Fund accounts for monies received
from various sources and are held by the City in a custodial or agent capacity.

As a general rule the effect of interfund activity has been eliminated from the government-
wide financial statements. Exceptions to this general rule are payments of utility charges
between the City's water and sewer function and various other functions of the government.
Elimination of these charges would distort the direct costs and program revenues reported
for the various function concerned,

Amounts reported as program revenues included 1) charges to customers or applicants for
goods, services, or privileges provided, 2} operating grants and contributions, and 3) capital
grants and contributions, including special assessments. Internally dedicated resources are
reported as general revenues rather than as program revenues. Likewise, general
revenues include all taxes.

Proprietary Funds distinguish operating revenues and expenses from nonoperafing items,
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with a proprietary fund's principal ongoing operations.
The principal operating revenues of the Wastewater and Water Enterprise Funds are
charges to customers for sales and services. The Wastewater and Water Enterprise Funds
also recognize as operating revenues the portion of tap fees intended to recover the cost of
connecting new customers to the system. Operating expenses for enterprise funds include
the cost of sales and services, administrative expenses, and depreciation on capital assets,
All revenues and expenses not meeting this definition are reported as nonoperating
revenues and expenses.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Estimates

E.

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 assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Assets, liabilities, and net assets or equity.

1.

Cash and investmerits

Cash includes amounts in cash on hand, demand deposits, and may include shori-
term investments with a maturity date within three months of the date acquired by the
government.

investments include Money Market Accounts, Certificates of Deposit, U.S. Agencies
Securities, Mutual Funds, and Corporate Bonds.

State statutes authorize the government to invest in Money Market Accounts and
Certificates of Deposit, Obligations of the U.S. Treasury, Federal Agencies,
Commercial Paper, Corporate Bonds, Repurchase Agreements, and State approved
(nvestment Pools.

lnvestments are stated at fair value.
Receivables and payables

Activity between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as either “due to/from other
funds” {i.e., the current portion of interfund locans) or "advances to/from other funds”
(i.e., the noncurrent portion of interfund ioans). All other outstanding balances
between funds are reported as “due toffrom other funds.” Any residual balances
outstanding between the governmental activities and business-type activities are
reported in the government-wide financial statements as “internal balances.”

Advances between funds, as reported in the fund financial statements, are offset by a
fund balance reserve account in applicable governmental funds to indicate that they
are not available for appropriation and are not expendable available financial
resources. The City had no advances between funds at June 30, 2014,

Personal property taxes receivable is shown net of an allowance for uncoliectables.

Praperty taxes are levied as of July 1 on property values assessed as of the prior
December 31. The billing is mailed on July 1 and is considered due upon receipt by
the taxpayer; however, the actual due date is August 31. A lien on properly occurs
when property taxes are levied (July 1). On August 31, the bill becomes delinquent
and penaities and interest may be assessed by the government.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Assets, liabilities, and net assets or equity. (Continued)

2,

Receivables and payables {Continued)

Delinquent real property taxes are turned over to the County and reimbursed through
a revolving fund. Therefore, property taxes receivable are not accounted for under
the 60 day rule.

3. Inventories and prepaid items

All inventories are valued at cost using the first-inffirst-out (FIFO) method. Inventories
of governmental funds are recorded as expenditures when consumed rather than
when purchased,

Certain payments to vendors reflect costs applicable to future accounting periods and
are recorded as prepaid items in both government-wide and fund financial
statemaents.

4. Restricted assets

Certain proceeds of enterprise fund revenue bonds and general obligations bonds,
as well as certain resources set aside for their repayment, are classified as restricted
assets on the balance sheet because their use is limited by applicable bond
covenanis. The bond interest and redemption account is used to segregate
resources accumulated for debt service payments. The bond reserve account is used
{o report resources set aside to make debt service payment on bonds which would
otherwise be in default. The replacement account is used to report resources set
aside to make major repairs and replacements to fixed operation assets of the
enterprise fund.

Capital Assots

Capital assets, which include property, plant, equipment, and infrastructure assets
{e.g., road, bridges, sidewalks, and similar items) are reported in the applicable
governmental or business-type activities columns in the government-wide financial
statements. Capital assets are defined by the government as assets with an initial,
individual cost of more than $5,000 {(amount not rounded) and an estimated useful
life in excess of two years. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair market value at the date of donation,

The cost of normal maintenance and repairs that do not add to the value of the asset
or materially extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are
constructed. Interest incurred during the construction phase of capital assets of
business-type activities is included as part of the capitalized value of the assets
constructed.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property, plant, and equipment of the primary government, as well as the component
units, are depreciated using the straight line method over the following estimated

useful lives:

Assets Years
Land improvements 20-50
Buildings 10-20
Machinery, equipment,
and furnishings 5-35
Utility systems 50 -100
Infrastructure 15-100

Compensated absences

Vacation leave benefits for City employees are based on past services rendered and
are accrued as a liability based on the expected use of the benefits through paid time
off and cash payments at termination or retirement. The accrued liability for vacation
time is determined under the vesting method acceptable under governmental
standards.

Sick leave for City employees is vested to the extent that cash payments are made
{up to allowable limits) to employees upon retirement. The accrued liability for sick
leave is determined under the termination method acceptable under governmental
standards.

The current portion {the amount normally expected to be liquidated with expendable
available financial resources) of accrued sick and vacation pay are shown as a
liability and expenditure in the applicable governmental fund types. The portion
recognized in the governmental funds is only the compensated absences that have
matured at year end. The entire accrued sick and vacation pay related to
governmental fund types is reported in the government-wide statements.

In the proprietary funds as well as in the government-wide statements, the vested
sick and vacation pay are recorded as an expense and liability of those funds as the
benefils accrue to employees.

Long-term obligations

In the governmental-wide financial statements and proprietary fund types in the fund
financial statements, long-term debt and other long-term obligations are reported as
liabilities in the applicable governmental activities, business-type activities, or
praprietary fund type statement of net assets. Bond premiums and discounts, as well
as issuance costs, if any, are deferred and amortized over the life of the bonds using
the effective interest method. Bonds payable are reported net of any applicable bond
premium or discount, Bond issuance costs are reported as deferred charges and
amortized over the term of the related debt.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

In the fund financial statements, governmental fund types recognize any bond
premiums and discounts, as well as bond issuance costs, during the current period.
The face amount of debt issued is reported as other financing sources. Premiums
received on debt issuances are reported as other financing sources while discounts
on debt issuances are reported as other financing uses. Issuance costs, whether or
not withheid from the actual debt proceeds received, are reported as debt service
expenditures.

8. Fund balance classification policles and procedures, and fund balance
reserves

Fund balance classifications shown in the governmental funds financial statements
are nonspendable, restricted, committed, assigned and unassigned.

The nonspendable fund balance classification includes amounts that cannot be spent
because they are either (a) not in spendable form or (b) legally or contractually
required to be maintained intact.

The restricted fund balance category includes amounts that can be spent only for the
specific purposes stipulated by constitution, external resource providers, or through
enabling legislation.

The committed fund balance classification includes amounts that can be used only
for the specific purpose determined by a formal action of the City Commission, The
formal action required to establish, modify or rescind a fund balance commitment is a
formal resolution by the City Commission which is approved by the full Commission.

Amounts in the assigned fund balance classification are constrained by the City's
intent to be used for specific purposes, but are neither restricted nor committed.
Intent should be expressed by (a) the City Commission itself or recommended by the
City Administrator or Finance Director and sent to the City Commission for final
approval. The City of Adrian's Financial Management Policy gives authorization for
the process to assign fund balance.

Unassigned fund balance is the residual classification usually for the City’s General
Fund and includes all spendable amounts not contained in the other classifications. If
a negative fund balance occurs in other governmental funds, it would be classified as

unassigned.

Under City policy, when both restricted and unrestricted (committed, assigned, or
unassigned) amounts are available for a purpose, the City considers using the
restricted funds first and then the unrestricted when an expenditure is incurred.
Within the unrestricted fund balance amounts, the City considers the committed first
used, then assigned and then unassigned for an applicable expenditure.

For determination of classification the City first determines the nonspendable, then
the restricted, committed, assigned, and unassigned, in that order. If a deficit occurs
for a certain purpose in a fund, assigned amounts for other purposes would be used
to offset the deficit if possibie.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

To maintain the City of Adrian's credit rating and meet seasonal cash flow shortfalls,
the budget shall provide for an anticipated unreserved fund balance at fifteen (15%)
percent to twenty (20%) percent of annual budgeted operating expenditures for the
general government and enterprise fund types. The fund balance shall be exclusive
of all reserves not anticipated to be readily available for use in emergencies and
contingencies, The adequacy of the fund balance shall be evaluated annually to
consider minimum cash requirements prior t0 receipt of current year property tax
collections,

9. Comparative data

Comparative data for the prior year have been presented in order to provide an
understanding of the changes in the financial position and operations of the funds.

NOTE 2. STEWARDSHiIP, COMPLIANCE, AND ACCOUNTABILITY
A. Budgetary information

Annual budgets are adopted on a basis consistent with generally accepted accounting
principles for all governmental funds except the Publiic-Purpose Special Revenue Fund and
the permanent funds which are not budgeted. All annual appropriations lapse at fiscal year
end.

On or before the last Tuesday of February each year, ali departments of the City submit
requests for appropriations to the Finance Director so that a budget may be prepared. With
the first City Commission meeting in April, the proposed budget is presented to the City
Commission for review. The Commission holds public hearings and a final budget must be
prepared and adopted no later than the second week of May.

The appropriated hudget is prepared by fund, function, and activity. The legal leve! of
budgetary control (i.e., the level at which expenditures may not legally exceed
appropriations) is the department/activity level, i.e., City Commission, Finance Department,
City Clerk.

The Commission made supplemental budgetary appropriations throughout the year. The
supplemental budgetary appropriations made in the General Fund were in anticipation of
narmal activity.

Encumbrance accounting is employed in governmental funds. Encumbrances (e.g.,
purchase orders, contracts) outstanding at year end are reported as reservations of fund
balances and do not constitute expenditures or liabilities because the commitments will be
reappropriated and honored during the subseguent year.,

Significant encumbrances for the governmental funds for the year ended June 30, 2014

are:
Aggregate
Fund Encumbrances
General Fund 3 86,214
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Note 2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (continued)

B. Excess of expenditures over appropriations in budgetary funds

P.A. 621 of 1978, Section 18(1), as amended, of the State of Michigan provides that a local
governmental unit shall not incur expenditures in excess of the amount appropriated.

In the body of the financial statements, the City’s actual expenditures and budgeted
expenditures for the budgetary funds have been shown on a department/activity basis. The
approved budgets of the City for these budgetary funds were adopted to the activity level
i.e., City Commission, Finance Department, City Clerk. No fund had total expenditures

exceed budget.

During the year ended June 30, 2014, the City incurred expenditures in certain budgetary
funds which were in excess of the amounts appropriated, as follows:

Amount of Budget
Fund Appropriations  Expenditures Variance
General Fund
Stores - Central Supply 5 (2,560) $ 13,073 § (15,633)
Street Lighting 113,000 122,553 (9,553)
Parks and Forestry-Heritage 158,363 166,284 {7.,921)
Transfers out 151,041 152,533 (1,492)
Local Streets Fund
Winter maintenance 108,035 108,093 {58)
Adminisiration 20,034 43,956 (14,922)
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NOTE 2. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY (Continued)
Local Streets’ additional expenditures were covered by ess operating expenditures in other
areas. And, General Fund covered its additional expenditures by using portion of fund
balance.

C. Fund Balance — Designations

The City Commission has designated a part of the General Fund's assigned fund balance
for the following purposes:

Accumulated sick and vacation liability $ 500,000
Pending Michgan Tax Tribunal 150,000
Property Acquisitions 150,000
Local grant match 25,000
Cemaetery building replacernent 100,000
Wellness Initiative 25,000
Pension Liability Contribution 500,000
Total Proposed Designations $ 1,450,000

NOTE 3. DETAILED NOTES ON ALL FUNDS
A. Deposits and Investments

As of June 30, 2014, the City had the following investments and maturities:

Investment Maturttles {In Yaars)
Investment Typa Fair Value Less Than 1 1-5 6 10
Money Market Accounts $ 144341 5 144,341 - 8 -
Certificates of Deposit 815,611 87,530 105,518 422,583
U.8. Agancies 3,335,391 490,385 2,684,187 180,836
Mutual Funds 1,177,563 1,177,569 - -
Mutual Fund — Cesh {U.5.
Government Securities) 626,365 626,365 -
Class — Pooled tnvestrments 358,068 368,968 -
Tolal fair value % 8,288238 § 29151585 § 2,760,685 § §03,399

Class Investment Pool is through MBIA Asset Management and is @ 2a 7 — Like Pool.
Investments consist of U.S, Government Agencies Securities both explicitly and implicitly
guaranteed, and commercial paper.

interest Rate Risk. City is exposed to interest rate risk with over 54% of investments

maturing after one year. The City's investment policy has no provision limiting interest rate
risk.
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NOTE 3. DETAILED NOTES ON ALL FUNDS {Continued)

Credit Risk. The City's investment policy limits investments to certificates of deposit or
money market accounts; U.5. Government and U.S. Agencies Securities; commercial
paper with ratings at the two highest levels established by not less than two standard rating
services; and corporate bonds, mutual funds, and repurchase agreements meeting State
requirements. The money market accounts and mutual funds in the City’s investments at
June 30, 2014 were unrated. All of the U.S. government agencies investments of
$3,335,391 and a portion of the Class Investment $57,029 are implicitly guaranteed by the
U.5. Government. This makes these investments subject to credit risk.

Concentration of Credit Risk. The City's investment policy does not limit the amount of
investment with any one issuer. For investments, more than five percent of the City's
holdings were with First Federal Bank having 61% of the City's total investments which
represent 83% of General Fund’s investments and 100% of the Qil and Gas Royalty Trust
Fund's investments. Also, United Bank and Trust had 13% cof the City’s total investments,
which was 77% of Endowment Trust Fund's investments in the form of money market funds
and U.S. Agencies securities.

In addition, KeyBank had 10% of the City’s total investment, which was 56% of the
investments of the Perpetual Care Fund, in the form of U.S. Agencies securities.

Custodial Credit Risk — Deposifs. In the case of deposits, this is the risk that in the event
of a bank failure, the deposits may not be fully returned to the City. Neither the City nor the
discretely presented component units, have a policy limiting custodial credit risk, other than
authorizing (through Commission approval) the depositories used. As of June 30, 2014,
$12,004,005 of the City’s bank balance of $12,674,421 was exposed to custodial credit risk
because it was uninsured and uncollaterized. As of the same date, the discretely presented
component units had exposure to custodial credit risk because $88,728 of their bank
balance of $346,880 of was uninsured and uncollaterized.

Custodial Credit Risk — Investments. For the money market accounts and certificates of
deposit which are with banks the exposure is the same as stated above for deposits. As of
June 30, 2013, these investments with total balances of $759,952 were exposed to
custodial credit risk on the balance of $365,611 as being uninsured and uncoliateralized.

For the remaining investments, the risk is, in the event of failure of the counterparty, will the
City be able to recover the value of its investments. The U.S. Agencies investments and
Class Investment of $3,724,359 are held by counterparties and the securities are uninsured
and not registered in the name of the City, which exposes them to custodial credit risk. The
mutual funds of $1,803,928 are not exposed to custodial credit risk.
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NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)

B. Receivables

Receivables as of year end for the government’s individual major and nonmajor funds
in the aggregate, including the applicable allowances for uncollectible accounts, are as

follows:
Major Local Fee Waatewaler Water Monmajor
General Streets Stroats Eatate Syatem System Funds Total

Receteablon:
Tares $132385 § -~ 8 - 8§ - % - 8 -~ ¥ . § 132365
Accounts 140,254 75,880 28,144 150,408 847 680 595,274 241,036 1,882,476
Agsessments - - - 88,501 22,629 334,148 427,219
Community Development

loans - - - - - = 21,671 81,671

Grose recevables 2726518 19,880 28,144 150,408 16181 617,803 668,855 253131

Less: Alowance
for uncollectibles 132,385 - - - - - - 132 365

Nel otal receivables _$140254 5 79680 % 28144 § 150408 § 716,181 % 817,803 $ 566,858 $2,401.426

Defarred Inflows of Resources

Governmentat funds defer revenue recognition in connection with resources that have
been received, but not yet earned. At the end of the current fiscal year, the various
components of deferred inflows of resources reported in the government funds were as

follows:
Deferred inflows
of Resources
Governmental Funds;
Donated funds for Police Explorer Club $ 5,164
Funds for training classes to be held in the future 7,499
Library contributions to be used for specified library programs 15,634
Drug forfeiture funds not yet allocated 51,501
$ 79,798
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NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)
C. Capital assets

Capital asset activity for the year ended June 30, 2014 was as follows:

Primary Government
Beginning Ending
Balance Increases Decreases Balance
Governmental activitles:
Capital assets, not being depreciated:
Land $ 8305639 5 - 8 $ 8.305.639
Total capital assets,
not being depreciated 8,305638 - - 8,305,639
Capital assets, being depreciated:
Land improvements 8,030,423 8,500 - 8,038,923
Buildings 11,320,607 - - 11,320,607
Machinery, equipment, and
fumishings 12,841,440 233,637 (300,151) 12,774,928
Infrastructure 41,419,638 628,672 - _ 42048310
Total capital assets, being 73,612,108 870,809 {300,151} 74,18;2,766I
Less: Accumulated depredation for:
Land improvements {2,862,915) {351,928) (3.214,843)
Buildings (3,253,041} (271,064) (3,524,105)
Machinery, equipment, and
fumishings (10,825,739) {425,927) 300,151 (10,951,515}
Infrastructure {31,535,766) {512,600} (32,047,768)
Total accumulated depreciation {48,477 461} {1,560,919) 300,151 (49,735,229
Total capital assets, being
depreciated, net 25,134,647 {690,110} - 24,444 537
Governmental activites, capital
assets-~net $§ 33440286 _§ (690, 110) _§ - 2.750.17)
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NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)

Business-type activities:
Capital assets, not being depreciated:
Land

Total capital assets, not
being depreciated

Capitat assets, being depreciated:
Land improvemaents
Utility systems
Machinery, equipment, and
fumishings
Building

Total capital assets, being depreciated

Less: accumulated depreciation for;
Land improvements
LRility systems
Machinery, equipment,
and fumishings
Building

Total accumulated depreciation

Total capital assets, being
depreciated — net

Business-type activities, capital

Beginning Ending
Balance Increases Balance
$ 1,407,642 $ - $ 1,407,642
1,407,642 - - 1,407,642
2,016,834 - - 2,016,834
84,078,737 085,597 - §5,042,334
£67,218 - - BB7,218
1,373,271 - - 1,373,271
88,034,060 985,597 - 88,999,657
(759,725) {42,315) - (802,040)
{35,547.24T) (2,035,519} - {(37.582,766)
(354,920) (32,611) - (387,531}
{145.854) _(30,594) - (176,448)
(36,807 746) _{2,141,039) - (38,948 785)
51,226,314 {1,175,442) - 50,050,872

assets —net _$ 52,633,958 ] (1,175442) _§ - 521142!514
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NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)

Depreciation expense was charged to functions/programs of the primary government
as follows:

Governmental activities:

General government $ 135,502
Public safety 113,269
Public works {includes sidewalks and 18,000
Culture and recreation (includes 460,058
Other services (includes library) 5,059
Community/economic development 3,250
Highways, streets, and bridges 530,405
Motor vehicle pooi 272,360
Iinformation technology 23,016
Total depreciation expense ~ $ 1,560,918
Business-type activities:

Wastewater system $ 1,393,170
Water system 618,547
Dial-A-Ride system 63,205
Automobile parking system 24,055
Storm water system 42,062
Total depreciation expense — $ 2,141,039

Construction commitments

The government has active construction projects as of June 30, 2014. The projects include
street and paving, sewer brick arcs and dust collection.

Remaining
Spent-to-Date Commitment

Brick arch rehab & replace $ - 8 1,258,553
Concrete curb & gutter - 69,584
Purchase floodgates - 35,956
Sanitary sewer lining project-various 86,527 89,350
Install bulkhgads-dam floodgates - 27,500
Install doors & windows at WWTP - 49,662
Asphalt paving - 312,019

Total _$ 86,527 ¢ 1,842,624
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NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)

The special assessment portion of the commitment for street construction is being financed
by the Capital Project Fund that will be repaid by the benefiting property owners. The City's
portion of these projects are being funded by the transfer of existing resources from the
Municipal Streets Fund. The commitment for improvements to the wastewater and water
systems is being financed by revenue bonds secured by wastewater and water revenues.

Discretely presented component units:

Capital asset activity for the Downtown Development Authority (DDA) for the year ended
June 30, 2014 was as follows:

Beginning Ending
Balance Increases Decroases Balance
Capital assets, not being depreciated:
Land $ 53494 $ - § - $  534p4
Capital assets, being depreciated:
Land improverments 1,225,000 - - 1,225,000
Less: Accumulated depreciation
Land improvements {931,000} (49,000} - {850,000)
DDA capital assets —~net _§ 347494 & (49.000} % - $ 208494
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NOTE 3. DETAILED NOTES ON ALL FUNDS {Continued}
D. Interfund receivables, payables, and transfers
Primary Government

Due toffrom other funds:

Interfund Intartund
Fund Receivable Fund Payable
General $ 82,380 Major Street $ 8738
Local Stresd 8,844
Municiplal Street 2,367
Rhino 1,509
Auto Parking 1,769
Wasts Water 21,34
Water 34,146
Perpetual Care 3,646
82,360 82,360
Municipal Street 4  General 4
Rhino 71 General i
Infarmation Technokxry 6,417 Major Street 419
Local Street 419
Wastawatsr 3,254
Water —2325
8417 — 6417
Molor Vehicke 23,422 Major Street 8,088
Local Street 14,200
Rhino 55
Auto Parking 1.427
Wastewater 1,261
Water 1,331
23422 — Bam
Commurity Development 19 General 19
Auto Parking 7083 General 5,000
- Fee Estate 2,083
7,083 7,083
Endowment Trust 233 General 233
Wastewater 816 General 1,818
Water 1,020 General 991
Sclid Waste 29
102 —_ 1020
Solid Waste 17  Storm Water 17
Storm Water 14 Geneval 14
Capital Projects Revolving 14 Genera 14
Total primary government § 122,490 §_ 122,490
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NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)

Due to/from primary government and companent units:

Receivable Entity Payable Entity
General 1,001 Downtown Devalapment Authority-TIF 1,001
Automobile Parking Systern 5,000 Downtown Development Authority-TiF 5,000
Downtown Development Authority-TIF 4 General 4
Information Technology 852 Downton Development Authority - TIF 652
Brownfiekl Redevelopment 83 General 63
$ 6,720 $ 6,720

The balance of $6,417 due to the Information Technology Fund from other funds noted
above are for interfund services provided. All remaining balances resulted from time lag
between the dates that (1) reimbursable expenditures occur, {2) revenues collected for
another fund, and (3) payments between funds are made.

Interfund transfers:

Primary Government
Transfers In
General Local Nenmajor
Transfers Out: Fund Strests Enterprise Total
General ) - $§ 152533 § 152533
Major Street - 125,000 125,000
Fee Estate - - 25,000 25,000
Nonmajor Governmental 91,540 353,000 - 444 540

$ 91,540 $478,000 § 177533 § 747,073
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NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)

Transfers are used to (1) move revenues from the fund that statute or budget requires to
collect them to the fund that statute or budget requires to expend them, (i.e. property taxes
from Municipal Street Fund to Local Street Fund) (2} use unrestricted revenues collected in
the General Fund to various programs accounted for in other funds in accordance with
budgetary authorizations (3) move revenues to the General Fund from other funds for
General Fund programs related fo the overall purpose of the transferring fund in
accordance with budgetary authorizations. In fiscal year 2013-14, Major Street Fund
transferred to Locai Street Fund $125,000 and Municipal Street Fund transferred to Local
Street Fund $353,000 to support local street construction projects. Transfers from General
Fund to Automobile Parking Fund for $60,000 and to Dial-A-Ride System for $92,533 to
support operations in these funds. Transfer from Endowment Trust Fund of $51,540 to
General Fund to support recreation activities.

. Long-term Debt

General obligation bonds. The government issues general obligation bonds to provide
funds for the acquisition and construction of major capital facilities and land purchase.
General obligation bonds have been issued for both business-type activities and
component unit.

General obligation bonds are direct obligations and pledge the full faith and credit of the
government.

General obligation bonds currently outstanding are as follows:

Final Annual
Date of Amount of  Interest  Maturlty Principal Balance
Purpose Issue Issue Ratas Date Payments _Qutstanding
Primary Government $ 200,000
2.0% to to
General Fund 11/16/2008 $7.040,000 8.625% 51172034 405,000 8 6,195,000

Primary Government

At the end of 2009, the City of Adrian issued general obligation bonds totaiing $7,040,000.
The bond proceeds were used to retire all land contracts and installment purchase
agreements the City had outstanding related to governmental funds at the time, and to fund
the acquisition, construction and renovation of the Downtown Government Complex.

These bonds were issued under Series A, B and C Bonds. Series B and C were issued

under the Federal Stimulus Program {American Recovery and Reinvestment Act of 2009
ARRA), which enables the City to obtain funds at a reduced interest rate.
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The bond issues are:
$1,540,000

City of Adrian
County of Lenawee, State of Michigan
Limited Tax General Obligation Bonds, Series A-2009
Date: 11/16/08 True Interest: 3.38066%

$1,600,000

City of Adrian
County of Lenawee, State of Michigan
Limited Tax General Obligation Bond Series B-2009
(Federally Taxable-Build America Bonds-Direct Payment)
Date: 11/16/09 True Interest; 3.75507%

$3.900,000

City of Adrian
County of Lenawee, State of Michigan
Limited Tax General Obligation Bonds, Series C-2009
(Federally Taxable-Recovery Zone Economic Development Bonds)
Date: 11/16/08 True Interest; 3.74073%

For bond issue Series B-$1,600,000, under ARRA and Build America Bond program, the
U.S. Treasury wili reimburse the City 35% of its interest expense over a 25 year
amortization period.

For bond issue Series C- $3,900,000, under ARRA and the Recovery Zone Economic
Development Bond program, the U.S. Treasury will reimburse the City 45% of its interest
expense over a 25 year amortization period under this bond issue.

The following schedule combines Series A, B and C 2009 bonds showing annual debt
service requirements to maturity for all general obligation bonds.
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NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)

Annual debt service requirements to maturity for general obligation bonds are as follows:

Governmental Activities
Interest

{Net of Faderal

Year Ending Tax Credit

June 30 Prinecipal Receipts)
2015 220,000 220,734
2016 235,000 213,584
2017 240,000 205,066
2018 245,000 196,066
2018 255,000 188,104
2020-2024 1,400,000 769,920
2025-2029 1,655,000 532,296
2030-2034 1,945,000 216,258

$ 6,195,000 § 2,572,028

Revenue bonds: The government issues bonds where the government pledges income
derived from the acquired or constructed assets to pay debt service. Under three revenue
bond issues — Wastewater System Revenue Bonds {September 26, 2002) of $8,920,000;
Water Supply System Revenue Bonds, Series 2003, (September 26, 2002) of $5,665,000,
and Water Revenue Bond Series 2007 (September 27, 2007) of $7,441,707, funding was
provided for improvements in the wastewater and water systems.

These bond issues were purchased by the Michigan Municipal Bond Authority under the
Drinking Water Revolving Fund (DWRF). Under the purchase contract, the City has
received the principal proceeds as loan draw-downs as the construction costs were
incurred. All three of these projects are now completed.

In fiscal year ended June 30, 2005, two revenue bond issues — Wastewater System
Revenue Bond (September 22, 2005) of $1,993,885; and Wastewater System Revenue
Bond, Series 2007B {December 15, 2005) of 6,962,663 for improvements to wastewater
system were issued.
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Revenue bonds outstanding at June 30, 2014 are as follows:

Final Annual

Dats of Amount of Interest Maturity Principal Balance
Purposa lasug L1 ] Rytes Dste _Paymoms _Outstanding
$ 350,000
<
Wastewater Syshom 09/26/02 § 8,920,000 2.5% 1001123 5;0.0@ .
Improvemants $ 5015000 i
$ 220,000
[C
Water System 0gr28em2 § 5,665,000 2.5% 1001723 35()5.030
Improwements 3,185,000
§ 85000
(1)
Yvastawater System 092205 H 1,993,885 1675% 1001/26 118,885
Improvements 4,353,885
$ 305000
i
Wastewaler System 12115005 ] 6,962,663 1675% DHO1ZT 395':',663
impravemams 4,757,663
$ 220,000
1
Water System 082707 § 7,441,707 2125%% 10112026 4206.?0?
Improvements 5771707
S.20003.255
Revenue bond debt service requirements to maturity for bonds totaling $20,083,255 are as
follows:
Year Ending
June 30 Principal Interest
2015 - 1,505,000 413,397
2016 1,540,000 380,474
2017 1,565,000 346,863
2018 1,590,000 312,679
2019 1,635,000 277,712
2020-2(24 8,655,000 837,409
2025-2029 3,593,255 158,112

$ 20083255 &% 2726646
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Lease Purchase

The City has entered into a lease purchase agreement with Siemens Public, Inc. for
equipment needed in the Wastewater System. The lease purchase is for $754,800 with an
interest rate of 3.77%. Payments are made semiannually over ten years.

Final Annusal
Dite of Amount of Irterest Maturity Frincipat Balance
Purpose lasue Issue Rates Date Payments _Oulyianding
$ 16801
o
Wagtewater Systam V282008 § 751,800 3T7T% 502018 § 45842 338,222

Instaliment Purchase

The City has entered into an installment Purchase Agreement with Key Government
Finance, Inc. for equipment needed in the Wastewater System. The installment purchase is
for $124,999 with an interest rate of 5.01%. Payments are made annually over five years,

Final Annual :
Dmte of Amount of Intersst Maiturity Principal Balance
Purpase |nsue hsua Rates Dade Faymants  _Outstanding
¥ 2237
o
Wastewatsr System 772472008 % 124,999 S01% TI242013 % 33 1]

Long-term liability activity for the year ended June 30, 2014 was as follows:

Baginning Ending Dua Whthin
Balance Additlons Reduciions Balance Qne Year
Govemmental activities:
General obligation bonds $ 6415000 3 - % 220000 % 6,195000 § 220,000
Accinied sick and vacation 466,197 943877 938,456 481618 160,620

Govemmental activity -

long-tem liabilty _§ 6901107 § 943877 $ 1,158,458 §6|686I618 $ 380,620

Business-typa activillas:

Lease Purchase § 415172 § - 8 76950 $ 33822 § 79.8M

Installment Purchase 32,197 - 32,187 - -

Rewvenue bords 21,563,255 - 1,480,000 20,083,355 1,505,000

Tomal bonds & lease payable 22,010,624 - 1,588,147 20421477 1,564,879

Accrued sick and vecation _ET2 304,332 207,033 101,971 49,358
Business-type activity -

Jong-term liability _§ 22105206 § 304,332 § 1,886,180  $20523448 3 1634237

For the governmental activities, compensated absences are generally liquidated by the
General Fund.
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F. Segment information

The City has revenue bonds related to the Wastewater and Water System Funds.
Investors in the revenue bonds rely solely on the revenue generated by the individual
activities for repayment.

Since both the Wastewater System Fund and the Water System Fund are major enterprise
funds in the fimnancial statements, all pertinent data is disclosed in the basic financial
statements presented.

G. Endowment Trust Fund

Various endowment donations are received by the City and reported in the Endowment
Trust Fund. The amount of endowment income and, in certain cases, portion of principal
available for expenditures in accord with donor-restricted requirements was $111,005 at
June 30, 2014 and 2013. All investment earnings have been derived from investments in
certificates of deposit and class account. The total investment earnings (interest) and
certain principal amounts create expendable balance in the Endowment Trust Fund.

H. Oil and Gas Royalty Trust

The City of Adrian Oil and Gas Royalty Trust was established in 2013 to preserve and
utilize royalties derived from oil and gas exploration or mineral rights owned by the City of
Adrian. The Trust is to exist for a minimum period of 15 years. Upon expiration of this initial
period, the City Commissioners at that time, by affimative vote of not less than five
commissioners may terminate or otherwise amend the terms of the Trust,

The principal of the Trust, along with all oil and gas income earned from a period
commencing May 24, 2013 through May 24, 2016 shall be accumulated with no
expenditures, except for administration expenses and fees due the Trustee (First Federal
Bank of the Midwest). Thereafter, the Trustee shall distribute to the City an amount equal
to no more than 5% of the Trust value on an annual basis. Trust value will be based using
a 16 quarter rolling average. The schedule of distribution shall be agreed to between the
City’s Director of Finance and the Trustee, but shall be distributed at least quarterly. Each
budget year, the Adrian City Commission shall determine the percentage of distribution it
requires, not to exceed the 5% limit.

Certain Trust provisions concerning procedure on how the Trust might be terminated after
initial 15 year period; and how and when distribution from the Trust can be made are being
challenged in legal actions. The outcome of this dispute is not known at this time.

In the financial statements the Oil and Gas Royalty Trust is shown a permanent fund with
its fund balance restricted for public purposes.

NOTE 4. OTHER INFORMATION

This balance is reported in the Statement of Net Assets in the equity section as
‘Endowment: Expendable and Nonexpendabile Net Assets.” And, in the governmental fund
statement, the fund balance is restricted for endowment $111,005 and restricted for public
purpose $1,689,773.
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A. Risk management - insurance pools

The City of Adrian is a member of the Michigan Municipal Liability and Property Pool for its
general liability coverage and a member of the Michigan Municipal Workers Compensation
Fund for its workers compensation coverage. Both pools are under the Michigan Municipal
Program sponsored by the Michigan Municipal League.

The City pays annual premiums to the pools. The pools are self-sustaining through member
premiums, and each carries reinsurance through commercial companies for claims in
excess to a minimum of $1,000,000 for specific occurrence, and to a minimum of
$2,000,000 in aggregate in excess of the pool loss reserve fund.

In the event that a single loss should exceed the amount of protection afforded by the pool
loss reserve fund, reinsurance, or cther insurance carried by the pools, or in the event that
a series of losses should deplete or exhaust the loss reserve fund and reinsurance, the
payment of valid losses shal! be the obligation of the individual member or members of the
respective pool against whom the claim was made.

No such event has occurred with the City of Adrian and the pools to which it belangs.

B. Contingent liabilities

Amounts received or receivable from grant agencies are subject to audit and adjustment by
grantor agencies, principally the federal government. Any disallowed claims, including
amounts already coliected, may constitute a liahility of the applicable funds. The amount, if
any, of expenditures that may be disallowed by the grantor cannot be determined at this
time, although the government expects such amounts, if any, to be immaterial. :

C. Retirement plan
Plan description

The City participates in the Michigan Municipal Employees’ Retirement System (MERS), an
agent multi~employer defined benefit pension plan, which provides retirement benefits to all
full-time employees of the City. MERS is administered by its Board of Trustees. The
Municipal Employees' Retirement Act of 1984, as amended by 1996 Public Act 220 of the
State of Michigan assigns the authority to establish and amend the benefit provisions of the
plans that participate in MERS to the respective employer entities; for the City of Adrian,
that authority rests with the City. The Municipal Employees’ Retirement System of Michigan
issues a publicly available financial report that includes financial staternents and required
supplementary information for MERS. That report may be obtained by writing to Municipal
Employees’ Retirement System of Michigan, 1134 Municipal Way, Lansing, Michigan
48917.
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Funding policy

Employees contribute a percent of their annual compensation, as selected by the
municipality. A 3%/5% contribution program was available prior to 1985 and may be
continued, but not adopted after 1984. Under this program, the employee contributes 3% of
the first $4,200 of annual compensation and 5% of portions over $4,200. Non-union
employees confribute 4% on all eligible wages. The City is required to contribute at an
actuarially determined rate per City Division; the current rates vary from 10.75% to 17.89%
of compensation per Division, The contribution requirements for the City are determined by
the System’s actuary.

Annual pension cost

For the years ended June 30, 2014 and 2013, the City’s annual pension cost of $1,252,633
and $1,080,138 respectively for MERS was equal to the City's required and actual
contributions. The required contribution was determined as part of the December 31, 2012
actuarial valuation using the entry age actuarial cost method. Also, employee contributions
were $278,324 and $290,663 for fiscal years 2013-14 and 2012-13. The actuarial
assumptions included -

[2] 8.0% investment rate of return,
[b] projected salary increases of 4.5% per year compounded annually,

[c] Although no specific price inflation is needed for this valuation, the 4.5% long-term
wage inflation assumption would be consistent with a price inflation of 3% to 4%.

The actuarial value of MERS' assets was determined using techniques that smooth the
effects of short term volatility in the market value of investments over a ten year period.

Unfunded actuarial accrued liability is amortized by level percentage of payroll contributions
over a period of years. The standard amortization period to fund the unfunded liability is 25
years, with this time period reestablished with each annual actuarial valuation. Overfunded
actuarial accrued liability is amortized over 10 years. An open amortization period system
is used.

Three-Year Trend Information
Annuat Percentage

Fiscal Year Pension of APC Met Pension
Ending Cost (APC) _ Recognized Obligation

6/30/12 981,416 100% 0
6/30/13 1,080,138 100% 0
6/30/14 1,252,633 100% 0
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Funding Status

Actuanal Accrued Liability (as of 12/31/13)

Retirees and beneficiaries cumantly receiving benefits $35,680,325
Termineted employees not yet receiving benefits 1,774,108
Nonvested terminated employees {pending refunds of

accumulated member contributions} 188,452

Current employees —
Accumulated employee contributions including

allocated investment income 3,579,066
Employer financed 14,600,404

Total Actuartal Accrued Liability 55,823,253

MNet Assets Available for Benefits at Actuarial Value date 41,312,860
{Market Value is $38,906,859)
Unfunded (Overfunded) Actuarial Accrued Liability $ 14,510,383

The funded ratio (the actuarial value of assets as a percentage of the actuarial accrued
liability) was 74.01% at December 31, 2013.

The covered payroll (annual payroll of active employees covered by the plan) was
$5,974,673, and the ratio of the unfunded actuarial accrued liability to the covered payroll
was 203%. The schedule of funding process, presented as RSI following the notes to the
financial statements, presents multiyear trend information about whether the actuarial value
of plan assets is increasing or decreasing over time relative 1o the actuarial accrued liability
for benefits.

D. Deferred compensation plans

The government offers its employees a deferred compensation plans created in
accordance with Internal Revenue Code Section 457, amended August 20, 1996, The
plans, available to all government employees, permits them to defer a portion of their
salary, up to 100% of annual salary or $17,500 (or if age 50 and older an additional amount
up to $5,500), whichever is less. Participation in the plans is optional.

Under the deferred compensation plans, all assets and income of the plans described in
subsection (b) {6) are held in trust for the exclusive benefit of participants and their
beneficiaries.

Investments are managed by the plans trustees under one of four investment options, or a
combination thereof. The choice of the investment option(s) is made by the participants.

The market value of the investments at June 30, 2014 was $6,083,873.
Since the City has no significant administrative invelvement with the assets of the deferred

compensation plans, nor does it perform investment functions for the Pians, the deferred
compensation plans is not shown in the financial statements,
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E. Retirement Health Savings Pian

The City has a health savings plan for non-union and certain union employees. The plan
provides funds (savings) to participating employees upon retirement for health insurance
premiums and other health costs. The City made contributions to the plan {($54,914 in fiscal
year 2013-14) during employment, but no additional funding is provided after retirement.
The plan had investments of $1,021,036 at June 30, 2014.

F. Upcoming Accounting Pronouncemaent

GASB Statement No. 68, Accounting and Financial Reporting for Pensions, was issued by
the GASB in June 2012 and will be effective for the City's 2015 fiscal year. The Statement
requires governments that participate in defined benefit pension plans to report in their
statement of net position a net pension liability, which is the difference between the present
value of projected benefit payments to employees based on their past service and the plan
assets, which are investments held by pension fiduciary for plan participants. Statement 68
requires employers to record a liability and expense equal to the net pension liability and
annual expense for the plan.

G. Subsaquent Events

There has been no significant event from June 30, 2014 to September 30, 2014 which
would have materially effected the financial condition of the City.
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REQUIRED SUPPLEMENTAL INFORMATION

CITY’S DEFINED BENEFIT PENSION PLAN (MERS)

CITY OF ADRIAN, MICHIGAN

Schedule of Funding Progress

June 30, 2014

Actuarial UAAL
Accrued asa
Actuarlal Liability Unfunded Percentage
Actuarial Value of {AAL) AAL Funded Covered of Covered
Valuation Assets Entry Age (UAAL}) Ratio Payroll Payroll
Date a] ) [b-a] [am] [c] {(b-a)/c)
12/31/2000 $ 32,184,883 § 31,275688 § (909,194) 102.9% $6,119,081 (-14.8%)
12/31/2001 33,449,560 33,5791 129,571 99.6% 6,201,978 2.09%
12/31/2002 33,080,222 34,645,351 1,665,129 95.5% 6,360,989 24.6%
12/31/2003 34,241,034 37,001,028 2,759,994 92.5% 6,847,899 40.3%
12/31/2004 35,354,281 39,798,110 4,443,829 88.8% 7,219,754 61.5%
12/31/2005 36,311,897 41,147,899 4,835,802 88.2% 7,282,519 66.4%
12/31/2006 36,692,642 44,565,293 5,872,651 86.8% 7,351,140 78.8%
12/31/2007 40,488,407 47,693,898 7,205,491 B4.9% 7,459,599 96.5%
12/31/2008 40,923,232 49,360,030 8,436,798 82.9% 7.674,429 109.9%
12/31/2009 40,872,633 49,739,738 8,867,105 82.1% 7,490,851 118.3%
12/31/2010 41,256,425 51,006,347 9,749,922 80.9% 7,310,870 133.4%
12/31/2011 41,403,022 53,119,530 11,716,508 77.9% 6,612,701 177.2%
12/31/2012 41,118,990 54,811,370 13,692,380 75.0% 6,550,450 209.0%
12/31/2013 41,510,393 55,823,253 14,510,393 74.4% 5,974,673 242.9%

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
COMBINING BALANCE SHEET
NONMA.IOR GOVERNMENTAL FUNDS
JUNE 30, 2014
WITH COMPARATIVE TOTALS FOR JUNE 30, 2013

Special Revenue Funds Parmanent Funds
Totala
Nonmajor
Municipal Communlity Solid Public Endowment Perpstual Governmental Funds
Streets  Development RHINO Waste Purpose Total Trust Care Total 2014 2012
ASSETS:
Cash and cash equivalents $ 80584 40147 $ 144,797 $ 197834 $ 62617 % 520779 § 9005 % 232653 § 41658 § 571437 $ 058823
Investments - - - - - - 574 608 928,718 1,503,324 1,503,324 1,530,030
Loans recelvable - 91,671 - - - 91,611 - - - 91,671 105,990
Accounts receivable — other - - 4,820 219,778 - 224,598 - - - 224 598 79,969
Cemetery lots - - - - - - - 7,490 7,499 7,499 7,499
Due from component unit - - - - - - - - - - -
Due from other funds 4 19 | 17 - 111 23 - 233 344 20,927
Total assets _J 80588 § 131,837 $ 153688 § 417429 % 62,617 §46150 § 583844 ' DOSSTD 51652714 2308873 $ 2,703,238
LIABILITIES AND FUND BALANCES:
LIABILITIES:
Vouchers payable 5 - % 4546 § 1178 § 3315 0§ - % 19038 % - 3 - 3 - % 19039 % 6,410
Accrued liabilties - - - 288 - 288 - - - 288 898
Due to other funds 2,367 - 1,564 29 - 3,860 - 3,648 3,646 7,606 377,414
©  Due to component unit - - - - - - - - - - 89,000
Total liabilities 2,367 4 548 12,742 36832 - 23,287 - 3,848 3,646 26,933 473,722
Deferred Inflows of Resources
Unearned revenues {See Mole 3.8) - . 24,008 N 27,495 51,501 B _ B 51,501 44.728
Fund balances:
Restricted for:
Sireets 78,221 - - - - 78221 - - - 78,224 60,104
Community developmert - 127,21 - - - 127,201 - - - 127,291 125,426
RHIND - - 116,840 - - 118,940 - - - 116,940 140,976
Endowment - - - - - - 111,005 - 111,005 111,005 111,005
Perpetual cara - - - - - - - 965,224 065,224 965,224 045,042
Public purpase - - - - 35,122 35,122 472,839 - 472,839 507,961 822,734
Solid waste - - - 413,797 - 413,797 413,797 179,501
Towl fung balances 78221 127,281 116,940 413,797 35122 771,371 583 844 965,224 1,549,068 _ 2320439 _ 2184788

Total liabilities, deferred inflaws of

snd fund balance $ 80588 § 131,837 $ 153688 $ 417429 § 62617 $ B46159 § 583844 § 068870 §1.552.714 $2398873 §2,703238

See notes to the financial statements.




CITY OF ADRIAN, MICHIGAN

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
FOR FISCAL YEAR ENDED JUNE 30, 2014
WITH COMPARATIVE TOTALS FOR FISCAL YEAR ENDED JUNE 30, 2013

REVENUES:

Taxes

Intergovernmental - federal
Investment eamings

Refuse collection and recycling
Qil oyalties

Qther

Tolal revenues

EXPENDITURES:
Community Development
Public safety

COlher services

o8

Tola! expenditures

Excess (deficiency} of revenues
over (under) expenditures

Other financing sources {uges):
Transfers out

Total other financing
sources (uses)

Net changes in fund balances
Fund balances — baginning of year

Fund balances — end of year

Special Revenue Fundsg Permanent Funds
Totals
Honmajor
Municipal Community Solid Publlc Endowment Perpetual Governmental Funds
Streets Developmant _ RHING Wante Purpose Total Trust Care Total 2014 2m3

$ 370656 & - § - % - 3 - $ 370656 § - % - 3 - % 30E56 § 371,336
461 1,965 861 - 10 3297 19,798 31,225 51,023 54,320 {18.522)

- - - 752,302 - 752,302 - - - 752,302 647,814

- - 86,626 - 6772 93 398 - 28.957 28957 122,355 154,193

371,117 1,965 87 487 752,302 5,782 1,219,653 19,798 80,182 79,980 1,299,633 1,154,821
100 100 100 15,904

- - 111,523 518,006 - 620,520 - - 629,529 623,680

- - - - 79,813 70813 10,000 - 10,000 89,813 116,808
- 100 111,523 518,006 76,813 709,342 10,000 - 10,000 719,442 756,422

r1,117 1,865 {24,038) 23 296 {73,031} 510,311 9,798 60,182 69,980 580,191 398,399
{353,000} - - - {353 000 {51,540) {40,000} {91,540} {444 540) {790 440}
(353,000} - - - - (353 000} {51,540} (40,000} {91,540} (444 540} {790,440}
18,117 1,865 {24,036) 234,296 (73,031} 157,311 {(41,742) 20,182 {21,560} 135,651 {392,041}
80,104 125,426 140,976 179,501 108,153 614,160 625 586 945042 1,570,628 _ 2184788 2576829

T TA221 3 127291 $116940 $413797 $ 35122 § Tr471 % 583,644 8 965224 $ 1.540.068 _$2320439 $ 2,184,788

See notes to the financial statements.




CITY OF ADRIAN, MICHIGAN
MUNICIPAL STREET SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL
FOR FISCAL YEAR ENDED JUNE 30, 2014

Variance with
Budgeted Amounts Final Budget -
Actual Positive
Original Final Amounts {Negative)
REVENUES:
Property lax $ 372,000 §$ 372,000 § 370656 § {1,344)
Investment eamings 1,000 1,000 461 (539)
Total revenues 373,000 373,000 371,117 (1,883)
Expenditures - - - -
Excass of revenues over

expenditures 373,000 373,000 371,117 {(1,883)
Other financing uses:

Transfers out (373,000} (373,000} {353,000} 20,000
Net change in fund balance - - 18,117 18,117
Fund balance - beginning of year 60,104 60,104 60,104 -
Fund balance - end of year $ 60,104 § 60,104 § 78,221 % 18,117

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
COMMUNITY DEVELOPMENT  SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL
FOR FISCAL YEAR ENDED JUNE 30, 2014

Variance with
Budgeted Amounts Final Budget -
Actual Positive
Original Final Amounts (Negative)
REVENUES:
investment earnings - 1,875 1,965 20
Total revenues - 1,875 1,965 80
EXPENDITURES:
Other services:
Comrmnunity development - 1,875 100 1,775
Excess of revenues over
expenditures - - 1,865 1,865
Net change in fund balance - - 1,865 1,865
Fund balance - beginning of year 125,426 125,426 125,426 -
Fund balance - end of year $ 125428 § 125426 3 127281 8 1,865

The notes to the financial statements are an integral part of this statement.

84




CITY OF ADRIAN, MICHIGAN
RHINO SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL
FOR FISCAL YEAR ENDED JUNE 30, 2014

Variance with

Budgeted Amounts Final Budget -
Actual Positive
Original Final Amounts _ (Negative)
REVENUES:
RHINO forfeitures $ 107,700 $107,700 5 81,418 $ (26,282)
Investment eamings 600 600 861 261
Other 100 100 5,208 5,108
Total revenues 108,400 108,400 87,487 {20,913)
EXPENDITURES:
Public safety, RHINO 108,400 117,250 111,523 5,727
Excess of revenues over
expenditures - (8,850)  (24,036) (15,186)

Fund balance - beginning of year 140,976 140,876 140,976 -

Fund balance - end of year $140076 $132,126 $116840 § {15,186)

The notes to the financial statements are an integral part of this statement.
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CITY OF ADRIAN, MICHIGAN

SOLID WASTE SPECIAL REVENUE FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IiN FUND BALANCE -
BUDGET AND ACTUAL
FOR FISCAL YEAR ENDED JUNE 30, 2014

REVENUES:
Charges for services

Total revenues

EXPENDITURES:
Public safety

Excess of revenues over
expenditures

Net change in fund balance
Fund balance - beginning of year

Fund balance - end of year

Varlance with

Budgeted Amounts Final Budget -
Actual Positive
Original Final Amounts (Negative)
$ 586,900 586800 § 752302 § 165,402
586,900 586,900 752,302 165,402
586,900 586,900 518,006 68,894
- - 234,298 234,298
- - 234,286 234,296
179,501 179,501 179,501 -
$ 179,501 179,501 _$ 413797 § 234,206

The notes to the financial statements are an integral part of this statement.
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ASSETS:
Current assets:
Cash and cash equivalents
Receivables:
Special assessments
Due from other funds
Due from other governments
Due from compoenent unit
Accounts
Inventory

Total current assets

Noncurrent assets:
Capital assets:
Land
Building
Utility systemns
Land improvements
Equipment
Less: accumulated
depreciation

Net capital assets
Total noncurrent assets

Total assets

CITY OF ADRIAN, MICHIGAN

COMBINING STATEMENT OF NET POSITION

NONMAJOR ENTERPRISE FUNDS

WITH COMPARATIVE TOTALS FOR JUNE 30, 2013

JUNE 30, 2014

Totals
Nonmajor
Capital Projects Dial-A-Ride Automobile Storm Water Enterprise Funds
Revolving Fund System Parking System Utility 2014 2013
5 472840 § - 3 386,081 § 274112 $ 1,133,033 § 945791
336,149 - - - 336,149 362,202
14 - 7,083 14 7,111 45,180
- 45,400 - - 45,400 42,338
- - 5,000 - 5,000 20,000
- 222 16,217 - 16,439 772
- - - 26,051 26,051 25,851
808,003 45,622 414,381 300,177 1,568,183 1,442,134
- 22868 638,500 - 661,368 661,368
- 1,373,271 - 1,373271 1,373,271
- - - 2,380,243 2,380,243 2,380,243
- - 1,103,853 812,981 2,016,834 2,016,834
- 549,741 17,478 - 567,219 567,219
- (546.502) (507,570) {1,549,655) (2,803,727} (2,474,404)
- 1,399,378 1,252,261 1,743,560 4,395,208 4,524,531
- 1,398,378 1,252,281 1,743,560 4,395,208 4,524,531
$ 809,003 3 1445000 % 1666642 $ 2,043,746 §$ 5964391 $ 5,968,665

The notes to the financial staterments are an integral part of this statement.




Totals

Nonmajor
Capital Projects Dial-A-Ride Automobile Storm Water Enterprise Funds
Revolving Fund System Parking System Utillty 2014 2013
LIABILITIES:
Current liabilities:
Vouchers payable § - % 39,232 § 2929 % - § 42161 % 20,933
Accrued lighilities - - 857 - 857 1,449
Due to other funds - - 3,196 17 3,213 17,178
Due to other governments - 6,390 - - 6,390 24,282
- Total current liabilities - 45,622 6,982 17 52,621 63,842
w
Total liabilities - 45622 6,982 17 52,621 63,842
NET POSITION:
Invested in capital assets net of
related debt - 1,398,378 1,252,261 1,743,569 4,395,208 4,624,531
Unrestricted 809,003 - 407,305 300,160 1,518,562 1,378,292
Total net position _$ 808,003 § 1,399,378 § 1659660 $ 2,043,729 § 5911,770 § 5,902,823

The notes to the financial statements are an integrai part of this statement.



CITY OF ADRIAN, MICHIGAN
COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION
NONMAJOR ENTERPRISE FUNDS
FOR FISCAL YEAR ENDED JUNE 30, 2014
WITH COMPARATIVE TOTALS FOR FISCAL YEAR ENDED JUNE 30, 2013

Totals
Nonmajor
Capital Projects Diat-A-Ride Automobile Storm Water Enterprise Funds
Revolving Fund System Parking System Ltility _2014 2013

Operating revenues:

Charges for services $ - % 98,498 % L] 36318 $ 134816 § 359,718

Special assessment - - 78,8641 - 78,841 62,638
Miscellaneous - 3,050 800 333 4,183 7,156
Total operating revenues - 101,548 79,641 36,651 217 840 429,512
Operating expenses:
Cost of services - 457,611 86,489 59,876 603,976 894,881
Depreciation - 63,205 24 055 42 062 129,322 75,867
Total operating expenses - 520,816 110,544 101 938 733,298 970,748
&
Qperating income {loss} - (419,268) (30,903) (65,287) (615,458} (541,236)
Nonoperating revenues {(expenses):
Intergovernmental — state — operating - 178,279 - - 178,279 175,358
Intergovernmantal - operating expense
reimbursement - siate - - - - - 2,000
Intergovernmertal -- operating expense
reimbursement - federal - 14,434 - - 14,434 9,098
Intergovemmental — federal - 70,816 - - 70,818 72,630
Interest revenue 23,064 - 142 137 23343 17,022
Total nonoperating revenues (expenses) 23084 263,529 142 137 286 872 278,108

The notes to the financial statements are an integral part of this statement.




Totals

Nonmajor
Capital Projects Dial-A-Ride Automobite Storm Water Enterprise Funds
Revolving Fund System Parking System Utility 2014 2013
Income (loss} before contribution and transfers 5 23,084 § (155739) § (30,761) 3 (65.150) $ (228,586) $ (265.128)
Capital contribution — Grants
Federal - - - - - 5,520
State - - - - - -
Capital contribution - local - - 60,000 - 60,000 60,000
Transfers in - 92533 85,000 - 117,533 150,067
Change in net position 23,064 (63,206) 114,239 (85,150) 8,947 (48,641)
o Total net position — beginning of year 785,939 1,462,584 1,545,421 2,108,879 5,902,823 5,951,464
T -
ofal net posftion -~ end of year $ 809,003 § 1,999378 $ 1659860 $ 2043729 § 5911770 S 5,902,823

The notes to the financial statements are an integral part of this statement.



CITY OF ADRIAN, MICHIGAN
COMBINING STATEMENT OF CASH FLOWS
NONMAJOR ENTERPRISE FUNDS
FOR FISCAL YEAR ENDED JUNE 30, 2014
WITH COMPARATIVE TOTALS FOR FISCAL YEAR ENDED JUNE 30, 2013
INCREASE {DECREASE) IN CASH AND CASH EQUIVALENTS

Nonmajor
Capital Projects  Dial-A-Ride Automobile Storm Water Enterprise Funds
Revolving Fund System Parking System Utility 2014 2043
Cash flows from operating activities:
Cash received from customers $ - % 116534 § 97,806 & 45154 § 259294 $ 467,137
Cash paid to suppliers - {197,510} {65,001) {65,707} {328,218) (577,867)
Cash paid to employees - {272,023) {15,754} {12,036) {301,613} {354 009}
Net cash provided by (used in) operating activities - ({352,999} 15,851 (33,359} (370,537} (464,739}
Cash flows from noncapital financing activitles:
Grants recaived — Federal - 82,508 - - 82,508 97,810
Grants received — State - 177,958 - - 177,958 156,195
[ Transfers from General Fund - 92,533 25,000 - 117,533 150,866
Transfers from Fee Estate 60,000 60,000
Special assessment revenue provided to
other funds {38,254} - - - {38 254} {22,713)
Net cash provided by noncapital financing aclivities {38,254} 352,999 85,000 - 399,745 382,158
Cash flows from capital and related
financing activities:
Grants received - Federal - - - - - 5,520
Contributions from DDA - TIFA - - 60,000 - 60,000 60,000
Capital asset purchases - - - - - {36,609)
Special assessments 74,691 - - - 74,691 58,511
Net cash provided by (used in) capital
and related financing activities 74,691 - 650,000 - 134 691 87,422

See notes to the financial statements.




Nonmajor

Capital Projects  Dial-A-Ride Automobile Stonn Water Enterprise Funds
Revolving Fund System Parking Systemn Utility 2014 2013
Cash flows from investing activities:
Interest income % 23064 & $ 142 % 1371 % 23343 § 17022
Net cash pravided by investing activitias 23,064 - 142 137 23,343 17,022
Net increase (decrease) in cash and
cash equivalents 59,501 - 160,993 (33,252) 187,242 21,863
Cash and cash equivalents at beginning of year 413,339 - 225 (88 307,364 945 791 923928
Cash and cash equivalents at end of year & 4?&&40 $ - § 386081 % 274,1 12 § 1£133!033 g 9451791

RECONCILIATION OF OPERATING INCOME (LLOSS) TO NET CASH
PROVIDED BY (USED IN) OPERATING ACTIVITIES

&  Operating income (loss) $ - _$ (419,268) $ (30,903} $ (65287} § (515458} _$(541,236)
Adjustmaents to reconciie operating income
{loss) to net cash provided by {usad in)
operating activities:
Depreciation - 63,206 24,055 42062 129,323 156,867
Change in assets and liabilities:
{Increase) decrease in due from other funds - 34,182 8,503 42,685 (9,782)
{Incraase) decrease in inventory - - - {200) {200) {8,105}
{Increase} decrease in accounts receivable - 551 {16,217} - {15,666} 50,407
Increase {decrease) in vouchers payabls - 2,512 2,279 (1.455) 3,336 {98,533)
Increase {decrease) in accrued payroil
and liabilities - - 772 {1,384) {592) {4,691}
Increass {decrease) in unearned revenue - - - - {3,000)
Increase {decrease) in due to other funds - - 1,683 {15648} (13,065} (6,868}
Total adjustments - 86,269 46,754 31,898 144 921 76,497
Net cash provided by (used in) operaling activities $ - % (352999 % 15,851 § (33,389) $ (370,537) $(464,739)

See notes to the financial staterments.



ASSETS:

Current agsets:
Cash
Receivables:

CITY OF ADRIAN, MICHIGAN
CAPITAL PROJECTS REVOLVING ENTERPRISE FUND
COMPARATIVE STATEMENTS OF NET POSITION
JUNE 30, 2014 AND 2013

Special assessments
Due from General fund

NET POSITION:

Total assets

Net position - unrestricted

See notes to the financial statements.

Total net position
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June 30, 2014

June 30, 2013

b 472,840 % 413,338
336,148 362,202

14 10,398

$ 808,003 § 785,839
b 809,003 § 785,839
b 809,003 & 785,839




CITY OF ADRIAN, MICHIGAN
CAPITAL PROJECTS REVOLVING ENTERPRISE FUND
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES
IN FUND NET POSITION
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013

June 30, 2014 June 30, 2013

Operating revenues 5 - % -

Operaling income -

Nonoperating revenues {expenses):

Interest revenue 23,064 16,618
Change in net position 23,064 16,618
Total net position - beginning of yaar 785,839 769,321
Total net position - end of year $ 809,003 % 785,938

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
CAPITAL PROJECTS REVOLVING ENTERPRISE FUND
COMPARATIVE STATEMENTS OF CASH FLOWS
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013
INCREASE IN CASH AND CASH EQUIVALENTS

Cash flows from operating activities:
Net cash provided by (used in) operating activities

Cash flows from noncapital financing activities:
Special assessment revenue provided to other funds

Net cash provided by (used in} noncapital financing activities
Cash flows from capital and related financing activitiea:

Cash raceived on special assessment

Net cash provided by capital and related financing activities

Cash flows from investing activities:

interost
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY (USED IN) OPERATING ACTIVITIES

Operating incoma

Adjustments to reconcile operating income to net cash
provided by (used in) operating activities

Net cash provided by {used in) operaling activities

See notes to the financial statements.
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June 30, 2014 June 30, 2013
$ - 3 -
(38,254) (22,713)
(38,254) (22,713)

74,691 58,511

74,691 58,511

23,064 16,618

59,501 52,416
413,339 360,923

$ 472840 % 413,339
$ - -
$ - $ -




CITY OF ADRIAN, MICHIGAN
DIAL-A-RIDE SYSTEM ENTERPRISE FUND

GOMPARATIVE STATEMENTS OF NET POSITION
JUNE 30, 2014 AND 2013

ASSETS:
Current assets:
Cash
Due from other governments:
Federal
State
Accounts receivable

Tolal current assets

Noncurrent assets:
Capital assets:

Land

Building

Equipment

Accumulated depreciation

Net capital assets
Total noncurrent assets

Total assets

LIABILITIES AND NET POSITION:

LIABILITIES:
Cuitent liabilities:
Vouchers payable
Duae to other governments:
County
Federal

Total current liabilities

NET POSITION:
Invested in net assets, net of related debt

Tolal net posilion

See notes to the financial statements.
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June 30, 2014

June 30, 2013

$ - % -

31,057 28,315

14,343 14,023

222 772

45,622 43,110

22,868 22,868

1,373,271 1,373,271

549,741 549,741
(546,502) (483,296)

1,399,378 1,462,584

1,399,378 1,462,584

$  1,445000 $ 1,505,694

$ 39,232 § 18,828

6,390 6,390

- 17,892

45,622 43,410

1,399,378 1,462,584

$ 1399378 § 1,462,584




CITY OF ADRIAN, MICHIGAN
DIAL-A-RIDE SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES
IN FUND NET POSITION
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013

June 30, 2014  June 30, 2013

Operating revenues:

Charges for services $ 98,408 $ 97.438
Other 3,050 4575
Total operating revenues 101,548 102,013
Operating expenses:
Cost of services:
Salaries and wages 185,984 196,810
Fringe benefits 86,039 88,784
Contracted services 24,456 24,305
Supplies and materials 68,232 71,008
Telephonse 1,592 1,524
Insurance 16,782 20,119
Utilities 6,286 -
Adverlising 75 328
Maimenance 44,143 43,855
Administrative and accounting 2,900 2,766
Depreciation 63,205 90,814
Information Technology 6,683 2145
Capital outlay 14,434 -
Total operating expenses 520,816 542.458
QOperating loss {419,268} {440,445}
Noncperating revenues:
intergovernmental - state 178,279 177,358
Intergovernmental - operating expense
reimbursement - federal 14,434 9,098
intergovernmental - federal 70,816 72 830
Total nonaperating revenues 263,529 259,086
Loss before contributions and transfers {155,739) (181,358)
Capital contribution — Grants
Federat - 5,520
Transfers in 92,533 90,867
Change in net position (63,206} (84,872}
Total net position — beginning of year 1,462,584 1,547 458
Total net position — end of year $ 13090378 § 1462584

Seea notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
DIAL-A-RIDE SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF CASH FLOWS
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

June 30, 2014  June 30, 2013

Cash flows from operating activitles:

Cash received from customers $ 116534 § 99,422
Cash paid to suppliers (197,510} {158,277}
Cash paid to employees (272,023) (285,594)
Net cash used in operating activities {352,999 {344,449)
Cash flows from noncapital financing activities:
Grant received — Federal 82,508 97,810
Grant received — Slate 177,958 156,195
Transfer from general fund 92,533 90,866
Net cash provided by noncapital financing activities 352,999 344 871
Cash flows from capital and related financing activitiea:
Grants received - Federal - 5,520
Capital asset purchases net of dispositions - {5,942}
Net cash provided by capital and related financing activities - {422)

Net increase {decrease) in cash and cash equivalents - -

Cash and cash aquivalents at beginning of year - -

Cash and cash equivalents at end of year $ - % -

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED IN OPERATING ACTIVITIES

Operating loss $  (419,268) $ (440,445)

Adjustments to reconcile operating loss to net cash
used in operating activities:

Depreciation 63,206 90,814
Change in assets and liabilities:
(increase) decrease in accounts receivable 551 408
Increase {decrease) in vouchers payable 2,512 7,773
Increase (decrease) in uneamed ravenue - (3,000}
Tolal adjustments 66,269 95,996

Net cash used in operating activities $ {352,999) § (344,449)

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
AUTOMOBILE PARKING SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF NET POSITION
JUNE 30, 2014 AND 2013

June 30, 2014 June 30, 2013

ASSETS:
Current assets:
Cash and cash equivalents $ 396,081 § 225,088
Accounts receivable 16,217 -
Due from general fund 5,000 26,265
Due from Fee Eslate 2,083 -
Due from component unit 5,000 20,000
Tolal current assets 414,381 271,353
Capital assets:
Land 638,500 638,500
Land improvements 1,103,853 1,103,853
Equipment 17,478 17,478
Less: accumulated depreciation (507,570) (483,515)
Net capital assets 1,252,261 1,276,316
Total noncurrent assets 1,252,261 1,276,316

Tolal assets  $ 1,666,642 § 1,547 669

LIABILITIES AND NET POSITION:

LIABILITIES:
Current liabilities;
Vouchers payable $ 2929 % 650
Accrued payroll 857 85
Due to general fund 1,769 1,513
Due to motor vehicle poof 1,427 -
Total current liabilities 6,982 2,248
Tolal liabilities 6,982 2,248
NET POSITION:
Invested in capital assets, netl of related debt 1,252,261 1,276,316
Unreslricted 407,399 269,105

Total net position  $ 1,659,660 % 1,545,421

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN

AUTOMOBILE PARKING SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES
IN FUND NET POSITION
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013

Operating revenues:
Charges for services
Special assessment
Other

Total operating revenues

QOperating expenses:
Cost of services:
Salaries and wages
fringe benefits
QOverhead expense
Supplies
Contracted services
Insurance
Electricity
Rent
Administration
Capital outlay
Depreciation

Total operating expenses
Operating loss

Nonoperating revenues {expenses):
Interest income

Total nonoperating revenues (expenses)
Loss before contributions and transfers
Contribution from DDA - TIFA
Transfers in - general fund
Transfers in - Fee Estate
Change in net position

Total net position — beginning of year

Total net position — end of year

See notes to the financial statements.
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June 30,2014 _June 30, 2013
$ - 8 1,367
78,841 62,638

800 300

79,841 64,305

17,526 10,348

1,284 1,084

2,876 -

4,122 16,567

1,919 63,448

332 172

11,687 10,026

7,903 3,196

10,282 20,975

28,558 17,055

24,055 23,991
110,544 166,872
(30,903) (102,567)

142 103

142 103
(30,761) (102,464}
60,000 60,000

25,000 60,000

60,000 -
114,239 17,536
1,545,421 1,527,885

§ 1,650,660 §___ 1545421



CITY OF ADRIAN, MICHIGAN
AUTOMOBILE PARKING SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF CASH FLOWS
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

June 30,2014  June 30, 2013

Cash flows from operating activities:

Cash received from customers § 07606 § 113,038

Cash paid to suppliers (65,001} {181,208)

Cash paid to employees {16,754} {17,412)

Net cash used in operating activities 15,851 {85,582}
Cash flows from noncapital financing activities:
Transfer from general fund 60,000 60,000
Transfer from Fee Estate 60,000 -
Net cash provided by noncapital financing activities 120,000 60,000
Cash flows from capital activities:
Acquisition and construction of capital assets net of dispositions - (30,667}
Contributions from DDA - TIFA 60,000 60,000
Net cash provided {used) by capital activities 60,000 _ 29,333
Cash flows from investing activities:

Interest 142 103
Net increase (decrease) in cash and cash equivalents 195,993 3,854
Cash and cash equivalents at beginning of year 225,088 221,234
Cash and cash equivalents at end of year $ 421,081 % 225,088

RECONCILIATION OF OPERATING INCOME {LOSS) TO NET CASH
USED IN OPERATING ACTIVITIES

Operating loss 3 {30,003) § {102,567)

Adjustments to reconcile operating income {loss} to net cash
used in operating activities:

Depreciation 24,055 23,991
Change in assets and liabilities:
{Increase) decrease in due from other funds 34,182 {1,285)
(Increase) decrease in accounts receivable (16,217} 49,998
Increase {decrease) in vouchers payable 2,279 (34,115)
Increase {decrease) in accrued payroll 772 {5,970)
Increase (decrease) in due to other funds 1,683 {15,654)
Total adjustments 46,754 16,085

Met cash used in operating activities _$ 15851 § {85,582)

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
STORM WATER UTILITY ENTERPRISE FUND
COMPARATIVE STATEMENTS OF NET POSITION
JUNE 30, 2014 AND 2013

June 30, 2014 _ June 30, 2013

ASSETS:
Current assets:
Cash and cash equivalents ) 274112 % 307,364
invantory 26,051 25,851
Due from general fund 14 8,517
Total current assets 300,177 341,732
Noncurrent assets:
Capital assets:
LHility systam 2,380,243 2,380,243
Improvemeants other than buildings 912,881 912,981
Less: accumulated depreciation {1,548,655) _(1,507,583)
Net capital assets 1,743,569 1,785,631
Total noncurrent assats 1,743,560 1,785,601
Totalassets $ 2,043,746 § 2,127,363
LIABILITIES AND NET POSITION:
LIABILITIES:
Currant liahilities:
Vouchers payable $ - § 1,455
Accrued payroll - 1,364
Due to other funds - ganeral - 12,410
Due to other funds -solid waste 17 -
Due to other funds - motor vahicle pool - 3,255
Total current liabilities 17 18,484
NET POSITION:
Invested in capital assets, net of related debt 1,743,569 1,785,631
Unrestricted 300,160 323,248

Total netpositon $ 2,043,720 3§ 2,108,879

See notes to the financial statements,
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CITY OF ADRIAN, MICHIGAN
STORM WATER UTILITY ENTERPRISE FUND
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES
IN FUND NET POSITION
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013

June 30, 2014  June 30, 2013

Operating revenues:

Charges for services § 36,318 % 260,913
Other 333 2,281
Total operating revenues 36,651 263,194

Operating expenses:
Cost of services:

Salaries and wages 11,472 52,282
Overhead expense 3,218 17,301
Supplies 4,589 31,244
Contracted services 32,879 79,350
Rent 3,132 13,402
Administration 4,586 25777
Depreciation 42,062 42,062
Total operating expenses 101,938 281,418
Operating income (65,287) 1,776
MNonoperating revenues (expenses}:
Interest revenue 137 301
Total nonoperating revenues (expenses) 137 301
Change in net position {65,150) 2,077
Total net position — beginning of year 2,108,879 2,106,802
Total net position — end of year § 2043729 % 2108879

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
STORM WATER UTILITY ENTERPRISE FUND
COMPARATIVE STATEMENTS OF CASH FLOWS
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013
DECREASE IN CASH AND CASH EQUIVALENTS

June 30,2014  June 30, 2013

Cash flows from operating activitles:

Cash received from customers $ 45154 & 254 677

Cash paid to suppliers {65,707} (238,382)

Cash paid to employees {12,836) {51,003)_
Net cash used in operating activities {33,389) {34, 708)

Cash flows from investing activities:

Interest 137 301
Net decrease in cash and cash equivalents (33,252) (34,407)
Cash and cash equivalents at beginning of year 307,364 341,771
Cash and cash equivalents at end of year 5 274112 % 307,364

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES

Operating income % (65,287) % 1,776

Adjustments to reconcile operating income to net cash
provided by operating activities:

Depreciation 42,062 42,062

Change in assets and liabilities:
{Increase} decrease in due from other funds 8,503 (8,517)
(Increase) decrease in inventory {200) (8,105}
Increase (decrease) in vouchers payable {1,455) (72,191)
Increase (decrease) in accrued liabilities (1,364) 1,279
Increase (decrease} in due to other funds {15,648) 8,988
Total adjustments 31,898 {36,484)

Net cash used in operating activities $ {33,389} $ {34,708)

See notes to the financial statements.
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(PAGE 1 OF 2)
CITY OF ADRIAN, MICHIGAN
WASTEWATER SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF NET POSITION
JUNE 30, 2014 AND 2013

June 30, 2014

June 30, 2013

ASSETS:
Current assets:
Cash and cash equivalents $ 2085405 $ 1,564,239
Recalvables:
Accounts 647,680 647,200
Deferred assessments 68,501 68,501
Due from other funds 1,816 6,004
Prepaid expense 3,514 4,379
Restricted assets available for current liabllities:
Bond interest and redemption account - cash 712,422 705,617
Total current assets 3,519,338 2,996,030
Noncurrent assets:
Restricted investments
Bond Reserve - cash 916,424 806,997
Bond Reserve - investment 28,113 _28,097
Total noncurrant restricted assets 945,537 836,094
Capitsl| assets:
Land 163,164 163,164
Sewer system 50,218,5M 49,634,372
Less: accumulated depreciation (24.243.820) __ (22,850,650}
Net capital assets 26,138,878 25,946,886
Total noncurrent assets 27,084,415 27,782,880
Totalassets $ 30,603,753 § 30,779,010

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
WASTEWATER SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF NET POSITION
JUNE 30, 2014 AND 2013

LIABILITIES:
Current liabilities:
Vouchers payable
Accrued payroll
Due to other funds:
General
Information technology
Motor vehicle
Lease payable - current
Installment foan payable - current
DWRF & SRF bonds payable - current
Accrued sick and vacation pay

Total current liabilities

Current liabilities - payabie from restricted assets:
Accrued interest

Noncurrent liabilities:
Accrued sick and vacation
Lease payable
DWRF bonds payable
SRF bonds payable

Total noncurrent liabilities

Total liabilities
NET POSITION:
Invested in capital assets, net of related debt
Restricted for debt service
Unrestricted

Total net position

See notes to the financial statements.
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June 30, 2014  June 30, 2013
$ 59,162 § 133,985
21,551 23,570

21,341 20,913

3,254 1,508

1,261 1,427

79,879 76,950

- 32,197

875,000 860,000
17,632 17,538
1,079,080 1,168,088
57,482 61,938

12,684 15,823
258,343 338,222
4,570,000 5,015,000
5,681,539 6,111,538
10,522,766 11,480,583
11,659,328 12,710,609
14,674,117 14,512,979
1,600,477 1.479,773
2,669,831 2,075,649

$ 18,044425 $ 18,068,401




CITY OF ADRIAN, MICHIGAN
WASTEWATER SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES
IN FUND NET POSITION
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013

June 30, 2014  June 30, 2013

Operating revenues:

Charges for services $ 4738087 §$ 4,631,811
Miscellaneous revenue 27,91 12,798
Total operating revenues 4,766,018 4,644,609

Qperating expensas:
Cost of services:

Wastewater treatment plant operation 1,351,241 1,380,966
Sanitary sewer expenses 167,000 185,827
Broad Street station expenses 47,076 36,8568
Lift station expenses 29,982 20,052
Retention basis expenses 4,764 4,738
Administrative and overhead 664,247 616,620
Depreciation 1,393,170 1,367,642
Total operating expenses 3,657,480 3,621,769
Operating income {loss) 1,108,538 1,022,840

Nonoperating revenues (expenses):

Grant incoma - federal - 54,000
Interest revenue 17,027 17,616
interest expense (249.541) {268,547)

Total nonoperating revenues {(expenses} (232,514} (196,931)
Capital Contribution | - 265,999
Change in net position 876,024 1,091,808
Total net position — beginning of year 18,066,401 16,976,493
Total net position — end of year $ 18944425 § 18,068,401

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN

WASTEWATER SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF CASH FLOWS
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash flows from operating activities:
Cash received from customers
Cash paid to suppliers
Cash paid to empioyees

Net cash used in operaling activities

Cash flows from capital and related financing activities:
Acquisition and construction of capital assets net of disposals
Interest expense
Payment on lease
Payment on installment loan
Principal paid on DWFR bonds
Principal paid on SRF bonds
Grant received - federal

Net cash provided by (used in) capital and
related financing activities

Cash flows from investing activities:
Interest
Investment proceeds (purchases)
Net cash provided by (used in} investing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year
(including $ 1,512,614 in restricted funds)

Cash and cash equivalents at end of year
{including $ 1,628,846 in restricted funds)

June 30, 2014  June 30, 2013
$ 4769816 § 4,678,694
(1,657,130) (1,600,466)
(683,994) {712,619}
2,428,892 2,365,609
(585,162) (564,971)
(253,996) {271,589)
(76,950) (74,130)
(32,197) (25,846)
(435,000) {425,000)
(425,000) (420,000}
- 54,000
{(1,808,305) {1,727,536)
17,027 17,616
{16} (33)
17,011 17,683
637,398 655,656
3,076,853 2,421,197
$ 3714251 & 3,076,853

Noncash contribution from Local Development Finance Authority of Capital Assets of $265,991 is

not included above for the year ended June 30, 2013,

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
WASTEWATER SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF CASH FLOWS
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Operating income $ 1,408538 § 1 022,840
Adjustments to reconcile operating loss to not cash
provided by (used in) operating activities:
Depreciation 1,393,170 1,387,642
Change in assets and liabilities:
{increase) decrease in accounts raceivable (480) 40,179
(Increase) decrease in due from other funds 4,278 (8,094)
(Increase) decrease in prepaids ‘ 865 (1,112}
Increase (decrease) in vouchers payable {74,823) (47,803)
Increase {decrease) in accrued payroll (2,019 692
Increase (decrease) in accrued sick and vacation (2,845) {(4,799)
Increase {decrease) in due to other funds 2,008 {5,936)
Total adjustments 1,320,154 1,342,769

Net cash provided by (used in) operating activilies $ 2428692 § 23658509

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
WATER SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF NET POSITION
JUNE 30, 2014 AND 2013

June 30, 2014  June 30, 2013

ASSETS:
Current assets:
Cash and cash equivalents $ 2267819 § 1,831,881
Recslvables:
Accounts 595,274 560,090
Deferred assessments 22,629 22,629
Due from other funds 1,020 15,428
Inventeries 189,788 184,367
Prepaid expense 5,035 5,847
3,081,565 2,620,242
Restricted assets available for current liabilities:
Custorner deposits - cash 31,728 33,370
Bond interest and redemption account - investment 227,710 223,029
Bond interest and redemption account - cash 295,358 296,091
Total current assets 3,636,361 3,172,732
Noncurrent assets:
Restricted investments:
Bond reserve - cash 637,315 590,107
Replacement account - cash 100,000 100,000
Total noncurrent restricted assets 737.315 £90,107
Capital assets:
Land 583,110 583,110
Water system 32,442,556 32,062,121
Less: accumulated depreciation (12,101,238) {11,482,691)
Net capital assets 20,924,428 21,162,540
Total nencurrent assets 21,661,743 21,852,647

Totatassets § 25298104 § 25,025,379

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
WATER SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF NET POSITION
JUNE 30, 2014 AND 2013

June 30, 2014 _ June 30, 2013

LIABILITIES:
Current liabilities:
Vouchers payable & 112,086 % 133,333
Accrued payroll 31,187 28,506
Due to other funds:
General 34,146 19,254
information technology 2,325 1,270
Motor vehicle 1,391 1457
Building Space Cost Allocation - 96
DWRF bonds payable - current 630,000 620,000
Accrued sick and vacation pay 31,726 30,890
842,861 834,806
Current liabilities - payable from rastricted assets:
Customer deposits payable 31,728 33,370
Accrued interest 49,453 53,004
Total current liabilities 924,042 921,180
Moncurrent liabilities:
Accrued sick and vacation 39,729 30421
DWRF bonds payable 8,326,717 8,956,717
Total noncurrent liabilities 8,366,446 8,987,138
Total liabilities 9,290,488 9,908,318
NET POSITION:
Invested in capital assets, net of related debt 11,967,711 11,585,823
Restricted for debt service 1,110,930 1,056,223
Restricted for replacement 100,000 100,000
Unrestricted 2,828 975 2,375,015

Total net position $ 16,007,616 § 15,117,061

See notes to the financial statements.

113



CITY OF ADRIAN, MICHIGAN
WATER SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES
IN FUND NET POSITION
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013

June 30, 2014  June 30, 2013

Operating revenues:

Charges for services $ 4,129710 § 3,831,305
Miscellaneocus revenue 71,686 69,459
Total operating revenues 4,201,386 3,900,764

Operating expenses:
Cost of services;

Merchandise 87,046 74,010
Purification and pumping 1,232,130 1,168,352
Transmission and distribution 497,547 550,989
Administrative and overhead 689,445 626,488
Depreciation 618,547 602,116
Total operating expenses 3,124,715 3,021,955
Operating income 1,076,681 878,809
Nonoperating revenues {expenses):
Interest revenue $ 19,701 § 15,600
Interest expense {205,827} (219,974)
Total nonoperating revenues {(expenses) (186,126) (204,374)
Capital contribution - 465,401
Change in net position 880,555 1,138,836
Total net position - beginning of year 15,117,061 13,877,225
Total net position — end of year $ 16007616 § 15117061

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
WATER SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF CASH FLOWS
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013
INCREASE {(DECREASE) IN CASH AND CASH EQUIVALENTS

June 30,2014 June 30, 2013

Cash flows from operating activities:

Cash received from customers $ 4,178978 § 3,885470

Cash paid to suppliers {1,547,020) {1,497,983)

Cash paid t0 employees ~ {956,394) {954,498)
Net cash used in operating activities _ 1,675,564 1,442,989

Cash flows from capltal and related financing activities:

Acquisition and construction of capital assets (380,435) {438,533)

Principal paid on DWRF bonds (620,000) {610,000)

Interest and agent fees on DWRF bonds __(200.378) {223,468)

Net cash provided by {used in} capital and
related financing activities  (1,209,813) (1,272,001}

Cash flows from investing activities:

Purchase of investments (4,681) -
Interest 19,701 16,600
Proceeds on investments - 2,211
Net cash provided by (used in) investing activities 15,020 17 811

Net increase (decrease} in cash and cash equivalents 480,771 188,798

Cash and cash equivalents at beginning of year
(including $ 1,019,568 in restricted funds) 2,851,449 2,662,650

Cash and cash equivalents at end of year
{(including § 1,064,401 in restricted funds) $ 3332220 § 2851449

—

Noncash contribution from Local Development Finance Authority to Water System in the form of
capital assets of $465,401 are not shown in above figures for the year ended June 30, 2013.

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
WATER SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF CASH FLOWS
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Operating income $ 1076681 § 878,809

Adjustments to reconcile operating loss to net cash
provided by {used in) operating activities:

Depreciation 618,547 602,116
Change In assets and liabilities:
{Increase) decreass in accounts recaivable {35,184) 6,984
(fncrease) decrease in due from other funds 14,408 {15,428)
{increase) decrease in inventories (5,421) (23,100}
{Increase) decrease in prepaid expenses 812 74
Increase (decrease) in vouchers payable (21,247) 33,049
increase (decrease} in accrued payroll 2,681 (372)
Increase (decrease) in accrued sick and vacation 10,144 9,311
Increase {decrease) in dus to other funds 15,785 {51,604)
Increase (decrease) in customer deposits {1,642) 3,150
Total adjustments 598,883 564,180

Net cash provided by (used in} operating activites $ 1675564 § 1442989

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
COMBINING STATEMENT OF NET POSITION
INTERNAL SERVICE FUNDS
JUNE 30, 2014
WITH COMPARATIVE TOTALS FOR JUNE 30, 2013

Totals
Intemnal
Information Motor Vehicle Building Service Funds
Technology Pool Maintenance 2014 2013
ASSETS:
Current assets:
Cash and cash equivaients 5 22723 % 146,712 3% 337443 & 711,380 $ 592,936
Receivables:
Accounts 25 11,663 702 12,390 13,738
Due from other funds 6,417 23,422 - 29,839 268,065
Due from compenent unil 852 - - 852 536
Total current assets 234,328 181,797 338,145 754,270 875,275
Noncument assets:
Capital asgets:
Equipment 546,298 3,272,266 - 3,618,564 3,033,544
Less; accumulated depreciation (464,687) ~ {2,100,124) - {2,564,811) {2,562,335)
Net capital assets 81,611 1,172,142 - 1,253,753 1,371,209
Total noncurrent assets 81,611 1,172,142 - 1,253,753 1,371 I2(]9
Total assets % 315939 §$ 1353939 § 336,145 $2008,023 § 2246484
LIABILITIES:
Current liabilities:
Vouchers payable 3 - % 44 57M3 % 5754 % 301,068
Accrued liabilities 2,197 - 2,388 20 4,605 4,599
Total current liabilities 2,197 2,429 5,733 10,359 305,665
Long term:
Accrued sick and vacation 3,312 2,751 - 6,063 4,565
Total liabilities 5,509 5,180 - 16,422 310,250
NET POSITION:
Invested in capital assets net of
related debt 81,611 1,172,142 - 1,253,753 1,371,209
Unresiricted 228,818 176,617 332,412 737,848 565,025

Total net position _§ 310430 $ 1,348,759 332412  $1991601 § 1936234

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET

POSITION

INTERNAL SERVICE FUNDS
FOR FISCAL YEAR ENDED JUNE 30, 2014
WITH COMPARATIVE TOTALS FOR FISCAL YEAR ENDED JUNE 30, 2013

Operating revenues:
Charges for sarvices
Miscellaneous revenue
Total operating revenues
Operating expenses:
Cost of services
Depreciation
Tota! operating expenses

Operating income

Nonoperating revenues {expenses)
Transfers in

Change in net position
Total net position ~ beginning of year

Total net position — end of year

Totals
Intemal
Information Motor Vehicle Building Service Funds
Technology Pool Maintenance 2014 2013
$ 453,167 3 977814 & 468,729 $1,899,710 § 1,447,921
1,699 57,828 - 59,527 26,347
454,866 1,035,642 468,729 1,959,237 1,474,268
283,738 707,230 620,235 1,611,203 1,576,721
23,016 269,651 - 292,667 231,058
306,754 976,881 620,235 1,003,870 1,808,680
148,112 58,761 {151,506} 55,367 (334.412)
R R - - 646,100
148,112 58,761 {151,5086) 55,367 311,688
162,318 1,269,998 483,918 1,936,234 1,624,546
$ 310430 % 1,348,759 § 332,412 $1,991,601 % 1,936,234

See notes to the financial statements.
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CITY OF ADRI|AN, MICHIGAN
COMBINING STATEMENT OF CASH FLOWS
INTERNAL SERVICE FUNDS
FOR FISCAL YEAR ENDED JUNE 30, 2014
WITH COMPARATIVE TOTALS FOR FISCAL YEAR ENDED JUNE 30, 2013
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Intermal
Information Motor Vehicle Bullding Service Funds
Technology Pool Maintenance 2014 2043
Cash flows from operating activities:
Cash received from customess $ 452142 $ 1278430 % 468,123 §$2,198605 § 1,253,608
Cash paid to suppliers {188,339) (910,885) {641,967) (1,741,191) {1,149,466)
Cash paid to employees (94.875) {68,965) - {163,840) (170,558)
Net cash prowided by {used in} operating activities 168,928 298,580 {173,844) 203 664 {66,418}
Cash flown from caphtal and related
financing activities:
Capilal asset purchases {23,343} {151,868) - {175.211) {694,438)
Transter from other tunds - - - - 646,100
Net cash provided by {used in) capita)
and related financing activities {23,343} (151,888) - {175,211} {48,338}
Net increase (decrease) in cash and cash equivalents 145585 146,712 {173,844) 118,453 {114,756)
Cash and cash equivalents at beginning of year 81,649 - 511,287 592,936 707,692
Cash and cash equivalents at end of year 3 227234 3 146,712 § 337,443 § 711388 § 592|93E
RECONCILIATION OF OPERATING INCOME {LOSS) TQ NET CASH
PRGVIDED BY (USED IN} CPERATING ACTIVITIES
Operating income (loss) $ 148112 § 58,761 § (151,606} § 55367 § (334412}
Adjustments w0 reconcile operating incoma
{loss) w0 net cash provided by {used In)
operating activities:
Depreciation 23,016 269,651 - 202,667 231,959
Change in asssts and liabilitles: - -
{Increase) decrease in dus from ather funds (2.608) 240,737 96 236,225 {231,925}
{increase) decrease in dua from component unit (116) . - {116} {55}
{Increate) decrease in accounts receivable 2,051 {702} 1,349 11,318
Increate (decrease) in vouchers peyable {1.332) {272,313) (21,667) {295,312} 255,296
Increase (decrease} in due to other funds - - - - {273)
Increase {decrease} in accruad labilties 1,856 {307) {65} 1,484 1,674
Total adjustments 20,816 239,819 {22,338} 238,297 _267 994

Net cash provided by (used in) operating activities

See notes to the financial statements.

3 168928 § 298,580 § {173.844) § 203664 § (66,418
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CITY OF ADRIAN, MICHIGAN
INFORMATION TECHNOLOGY INTERNAL SERVICE FUND
COMPARATIVE STATEMENTS OF NET POSITION
JUNE 30, 2014 AND 2013

ASSETS:
Current assets:
Cash and cash equivalents
Accounts receivable
Due from other funds
Due from component unit

Total current assets
Noncurrent assets:
Capital assets:
Equipment )
Less: accumulated depreciation
Net capital assets

Total noncurrent assets

Total assets
LIABILITIES AND NET POSITION:
LIABILITIES:
Current liabilities:
Vouchers payable
Accrued liabilities

Total current liabilities

Long term:
Accrued sick and vacation

Total liabilities
NET POSITION:
Invested in capital assets, net of related debt

Unrestricted

Total net position

See notes to the financial statements.
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June 30, 2014  June 30, 2013

$ 227,234 § 81,649

25 24

6417 3,810
652 536
234,328 86,019
546,298 522,955
(464,687) (441,671)
81,611 81,284
81,611 81,284

$ 315039 § 167,303

$ - 8 1,332
2,197 1,819

2,197 3,151

3,312 1,834

5,508 4,985

81,611 81,284
228,619 81,034

$ 310430 § 162,318




CITY OF ADRIAN, MICHIGAN
INFORMATION TECHNOLOGY INTERNAL SERVICE FUND
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES
IN FUND NET POSITION
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013

June 30, 2014  June 30, 2013

Operating revenues:

Charges for services $ 453,167 § 212,480
Miscellaneous revenuse 1,609 1,278
Total operating revenues 454,866 213,738

Operating expenses:
Cost of services 283,738 411,146
Depreciation 23,018 19,196
Total operating expenses 306,754 430,342
Oparating income (loss) 148,112 (216,604)
Total net position — beginning of year 162,318 378,922
Total net position — end of year b 310,430 % 162,318

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
INFORMATION TECHNOLOGY INTERNAL SERVICE FUND
COMPARATIVE STATEMENTS OF CASH FLOWS
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

June 30,2014 June 30, 2013

Cash flows from operating activities:

Cash received from customers 3 452142 § 213,981
Cash paid to suppliers (188,339) (317,187}
Cash paid to employees (94,875} {101,803)
Net cash used in operating activities 168,928 (205,009}

Cash flows from capital activities:

Acquisition of capital assets (23,343) (23,851}
Net cash usaed in capital and related financing activities (23,343) (23,951}
Net increase (decrease} in cash and cash equivalents 145,585 (228,960)

Cash and cash equivalents at beginning of year 81,648 310,609

Cash and cash equivalents at end of year $ 227,234 % 81,6849

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES

Operating income (loss}) $ 148112 § (216,604)

Adjustments to reconclle operating income to net cash
provided by operating activities:

Depreciation 23,018 19,196
Change in assets and liabilities:
{Increase)decrease in accounts receivable - (24}
{Increase) decrease in due from other funds (2,608) 322
{Increase} decrease in due from component unit (116) (55)
Increase {decrease) in vouchers payable (1,332) (8,296)
Increase {decrease) in accrued liabilities 1,856 452
Total adjustments 20,816 11,5695

Net cash used in operating activities _$ 168,928 § {205,009)

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
MOTOR VEHICLE POOL INTERNAL SERVICE FUND

COMPARATIVE STATEMENTS OF NET POSITION

JUNE 30, 2014 AND 2013

ASSETS:

Current assets:
Cash and cash equivalents
Accounts receivable
Due from other funds

Total curent assets

Noncurrent assets:
Capital assets:
Equipment
Less: accumulated depreciation
Net capital assets
Total noncument assets

Total assets

LIABILITIES AND NET POSITION:

LLABILITIES:

Current liabilities:
Vouchers payable
Accrued payroll

Total current liabilities

Long term:
Accrued sick and vacation

Total liabilities
NET POSITION:
Invested in capital assets, net of related debt
Unrestricted

Total net position

See notes to the financial statements.
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June 30, 2014

June 30, 2013

$ 148,712 § -
11,663 13,714
23,422 264,159
181,797 277,873
3,272,266 3,410,589
{2,100,124) (2,120,684}
1,172,142 1,289,925
1,172,142 1,289,925
$ 1353939 § 1,567,798
$ 4 % 272,354
2,388 2,695
2,429 275,049
2,751 2,751
5,180 277,800
1,172,142 1,280,925
176,617 73

$ 1348759 § 1,289,998




CITY OF ADRIAN, MICHIGAN
MOTOR VEHICLE POOL INTERNAL SERVICE FUND
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES
IN FUND NET POSITION
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013

June 30, 2014 June 30, 2013

Operating revenues:

Charges for services 5 977814 § 703,303
Miscellaneous 57,828 24,421
Total operating revenues: 1,035,642 727,724
Operating expenses:
Cost of servicas 707.230 716,687
Depreciation 269,651 212,763
Total operating expenses P76,881 929,450
Operating income 58,761 (201,726}
Nonoperating revenues {expenses):

Transfers in - 246,100
Change in net position 58,761 44 374
Total net position — beginning of year 1,289,908 1,245,624
Totat net position — end of year $ 1,348,759 $ 1,280,998

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
MOTOR VEHICLE POOL INTERNAL SERVICE FUND
COMPARATIVE STATEMENTS OF CASH FLOWS
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013
INCREASE (DECRESE) IN CASH AND CASH EQUIVALENTS

June 30,2014  June 30, 2013

Cash flows from operating actlvities:

Cash recsived from customers $ 1278430 §$ 506,915

Cash paid to suppliers (910,885) {410,856)

Cash paid to employees {68,965) (68,755}
Net cash used in operating activities 298,580 . 27,304

Cash flows from capital activities:
Acqguisilion of capilal assets {151,668) (670,487)

Transfers from other funds 246,100
Net cash used in capital and related financing activities (151,868} (424,387)
Net increase in cash and cash equivalents 146,712 (397,083)
Cash and cash equivalents at beginning of year - 397,083
Cash and cash equivalents at end of year 5 146,712 % -
RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY QPERATING ACTIVITIES
Cperating income (loss) $ 58,761 §  (201,726)
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation 269,651 212,763
Change in assets and liabilities:
(Increase) decreasa in due from other funds 240,737 {232,151)
(Increase) decreasa in accounts receivable 2,051 11,342
Increase (decrease) in vouchers payable (272,313) 236,212
Increase {decrease) in due to other funds - (273)
Increase (decrease) in accrued payroll (307) 1,137
Total adjustments 239,819 229,030

Net cash used in operating activities _$ 298,580 § 27,304

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN

BUILDING MAINTENANCE INTERNAL SERVICE FUND
COMPARATIVE STATEMENTS OF NET POSITION

JUNE 30, 2014 AND 2013

ASSETS:

Current assets:
Cash and cash equivalents
Accounts receivable
Due from other funds

Total assets

LIABILITIES AND NET POSITION:
LIABILITIES:
Current liabilities:
Vouchers payable
Accrued liabilities
Total current liabilities

NET POSITION:
Unrestricted

Total net position

See notes to the financial statements.
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June 30, 2014  June 30, 2013
$ 337443 % 511,287
702 -

- 06

5 338,145 % 511,383
$ 5713 % 27,380
20 85

5,733 27,465

332,412 483,918

$ 332412 % 483,918




CITY OF ADRIAN, MICHIGAN
BUILDING MAINTENANCE INTERNAL SERVICE FUND
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES
. IN FUND NET POSITION
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013

June 30, 2014 June 30, 2013

Operating revenues:

Charges for services $ 468,720 $ 532,158
Miscellaneous - 648
Total operating revenues: 468,729 532,806
Operating expenses:
Cost of services 620,235 448,888
Total operating expenses 620,235 448 888
Operating income {151,508} 83,916
Nonoperating revenues (expenses):

Transfers in - 400,000
Change in net position (151,506} 483,818
Totat net position — beginning of year 483,818 -
Total net position — end of year 5 332!412 $ 433!918

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
BUILDING MAINTENANCE INTERNAL SERVICE FUND
COMPARATIVE STATEMENTS OF CASH FLOWS
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

June 30,2014  June 30, 2013

Cash flows from operating activities:

Cash received from customers $ 468,123 $ 932,710
Cash paid to suppliers {641,967) (421,423)
Net cash used in operaling activities {(173,844) 511,287

Net increase in ¢ash and cash equivalents (173,844) 511,287
Cash and cash equivalents at beginning of year 511,287 -
Cash and cash equivalents at end of year $ 337,443 § 511,287

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES

Operating income (loss) $ (151,508} % 483,918
Change in assets and liabilities:
(Increase) decrease in due from other funds 96 (96)
(Increase)} decrease in accounts receivable (702} -
Increase (decrease) in vouchers payable (21,667) 27,380
Increase (decrease) in accrued payroll {65) 85
Total adjustments (22,338) 27,369

Net cash used in operating activities _$  (173,844) § 511,287

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES -~
ALL AGENCY FUNDS
FOR FISCAL YEARS ENDED JUNE 30, 2014

PAYROLL DEDUCTION FUND
ASSETS:
Cash

LIABILITIES:
Vouchers payable

PROPERTY TAX FUND
ASSETS:
Cash

LIABILITIES:
Due to other taxing units

TRUST & AGENCY FUND
ASSETS:
Cash

LIABILITIES:
Restricted deposits

TOTAL - ALL AGENCY FUNDS
ASSETS:
Cash

LIABILITIES:

Vouchers payable

Due o other taxing units
Resiricted deposits

Total liabilities

Balance Balance
June 30, 2013 Additions Daductions June 30, 2014
$ 25984 § 97,277 $ 111694 § 11,567
$ 25084 % 97277 % 111694 § 11,567
$ 28,045 $ 120886279 $129503640 $ 10,684
$ 28,045 $ 12886279 §$ 125903640 § 10,684
$ 113820 $ 692821 $ 713902 § 92,739
$ 113,820 $ 692821 § 713902 § 092,739
$ 167,849 $ 13676,377 § 13,729236 § 114,990
$ 250984 § 97277 $§ 111654 § 11,567

28,045 12,886,279 12,903,640 10,684
113,820 692,821 713,902 92,739
$ 167,849 $ 13676377 §$13,729236 § 114,980

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
COMBINING BALANCE SHEET
DISCRETELY PRESENTED COMPONENT UNITS
JUNE 30, 2014

Downtown Brownfiald
Development Redevelopment
Authority Authority
ASSETS:
Cash and cash equivalents $ 214264 $ 132,616
Invastments 25,804 -
Accounts and loans receivable 5,650 -
Loan recaivable 13,400
Due from primary govemment 4 63
Total assets  § 259,212 3 132,678
LIABILITIES AND FUND BALANCES:
LIABILITIES:
Current:
Vouchers payable 3 4,326 § -
Accrued liabilities 646 -
Due to primary govemment 6,653 -
Total current liabilities 11,627 -
Long Term:
Accrued sick and vacation 8689 -
Total liabilities 12,498 -
FUND BALANCES:
Restricted for:
Downtown Development 248,716 -
Brownfield Redevelopment - 132,679
Total fund balances 246,716 132,679
Total liabilities and fund balance § 250,212 3 132,679

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN

RECONCILIATION OF THE BALANCE SHEET OF DISCRETELY PRESENTED COMPONENT
UNITS TO THE STATEMENT OF NET POSITION

JUNE 30, 2014

Amounts reported for governmental activities in the statement
of net position are different because:

Capital assets used in governmental activities are not
financial resources and, therefore, are not reported in
the governmentai funds

Net differences

Total fund balance in discretely presented component units

Total net position of discretely presented component units

Downtown Brownfield
Development Redevelopment
Authority Authority
$ 208,494 % -
298,494 -
246,716 132,679
% 545210 $ 132,679

See notes to the financial statements.

132




CITY OF ADRIAN, MICHIGAN
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
DISCRETELY PRESENTED COMPONENT UNIT
FOR FISCAL YEAR ENDED JUNE 30, 2014

Downtown
Development Brownfield
Authority Redevelopment

REVENUES:
Property taxes $ 92813 § 44,800
Investment eamings 127 728
Refuse 19,735 -
Other 23,950 4,656
Total revenues 136,625 50,184
EXPENDITURES:
Contributions to primary government ] 62,000 5 -
Other servicas 123,071 22,564
Total expendituras 185,071 22,564
Excess (deficiency) of revenues over (under)
expenditures (48.446) _ 27620
Fund balances - beginning of year 295,162 105,059
Fund balances - end of year $ 246,716 § 132,679

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
RECONGILIATION TO THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES OF DISCRETELY PRESENTED COMPONENT UNITS
TO THE STATEMENT OF ACTIVIITES
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Downtown Brownfield
Development Redevelopment
Authority Authority
Amounts reported for govemmental activities in the
statement of revenues, expenditures and changes in fund
balances are different because:
Net change in fund balance — $ (48,446) $ 27,620
Government funds report capital cutlays as expenditures.
However, in the statement of activities, the cost of those
assets is allocated over their estimated useful lives and
reported as depreciation expense. This is the amount by
which capital outlay exceeded depreciation in the current .
period. {Total period). {Total depreciation $49,000 less
total capital outlay of $0). (49,000) -
Change in net position in discretely presented component units $§ (97.446) $ 27,620

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN

DOWNTOWN DEVELOPMENT AUTHORITY — SPECIAL REVENUE FUND
DISCRETELY PRESENTED COMPONENT UNIT
COMPARATIVE BALANCE SHEETS

JUNE 30, 2014 AND 2013

_2014 2013
ASSETS:
Cash and cash equivaients $ 214,264 % 127,174
Investments 25,894 165,858
Accounts receivable 5,650 4,292
Loan receivable 13,400 -
Due from primary government 4 2242
Due from componant unit - 18,596
Total assets § 259.212 § 318,162
LIABILITIES AND FUND BALANCES:
LIABILITIES:
Current:
Vouchers payable $ 4328 9% 470
Due to primary government 6,653 21,343
Accrued payroll 646 518
Total current liabiliies 11,627 22,331
Long term:
Accrued sick and vacation 869 669
Tolal liabilities 12,496 23.000
FUND BALANCES:
Restricted For:
Downtown Development Authority 246,716 295,162
Total fund batances 246,716 205,162
Total liabilities and fund balance $ 259212 § 318,162

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
DOWNTOWN DEVELOPMENT AUTHORITY - SPECIAL REVENUE FUND
DISCRETELY PRESENTED COMPONENT UNIT
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES
IN FUND BALANCES
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013

June 30, 2014  June 30, 2013

REVENUES:
Property taxes $ 92813 § 96,193
Interest 127 1,273
Refuse 19,735 17,505
Other 23,950 6,750
Total revenues 136,625 121,721
EXPENDITURES:
Current:
Other services 123,071 104,473
Conlribution to primary government 62,000 62 000
Total expenditures 185,071 166,473
Excess of revenues over expenditures (48.446) {44,752}
Other financing uses:
Transfers in - 21,426
Total other financing uses - 21,426
Net change in fund balances {48,446} (23,326)
Total net position — baginning of year 295,162 318,488
Total net position — end of year $ 246716 % 295,162

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
BROWNFIELD DEVELOPMENT - SPECIAL REVENUE FUND
DISCRETELY PRESENTED COMPONENT UNIT
COMPARATIVE BALANCE SHEETS
JUNE 30, 2014 AND 2013

__2014 2013
ASSETS:
Cash $§ 132616 § 110,217
Accounts receivable - 16,000
Due from primary govemnment 63 257
Total assets _$ 132679 _§ 126474
LIABILITIES:
Current liabilities:
Vouchers payable $ - 3 20,000
Due to component unit - 1,415
Total liabilities - 21,415
FUND BALANCES:
Rastricted for:
Brownfield Redevelopment 132,679 105,059

Total liabilities and fund balance _$§ 132679 _§ 126,474

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
BROWNFIELD DEVELOPMENT — SPECIAL REVENUE FUND
DISCRETELY PRESENTED COMPONENT UNIT
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES
IN FUND BALANCES
FOR FISCAL YEARS ENDED JUNE 30, 2014 AND 2013

June 30, 2014 June 30, 2013

REVENUES:

Property taxes $ 44,800 % 43,939
Interest T28 897
Other 4.656 2,757
Total revenuss 50,184 47,593
EXPENDITURES:
Other services:;
Other 22,564 50,897
Total expenditures 22,564 50,897
Excess of revenues over expenditures 27,620 {3,304)
Other financing sources (uses):
Transfers out - {4,245}
Net change in fund balances 27,620 (7,549}
Total net assets — beginning of year 105,059 112,608
Total net assets — end of year $ 132,678 § 105,059

See notes to the financial statements.
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Primary Govemment

General Fund
Limted Tax General Obligation Banda,
Sarles A, B and C {combined schedule)

148

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
SCHEDULE OF INDEBTEDNESS
JUNE 30, 2014

11/16/09

Annual interest Foderal Tax

Date of issuo _Amourd of ayue _ Intereat Rete  _ Date of Maturity June 30, 2013 _.gjune 30, 2014 Payabla Credi Recelpts
3 7,040,000 3.00% 141113-5/1114 220,000 3 a7zie08 % (144,572}
325% 11114 - 5115 220,000 220,000 365,306 {144,572)
1.625% 111115 - 5116 235,000 235,000 358,156 {144,572)
A75% 111416 - 57 240,000 240,000 349,638 {144,572)
5.00% 111417 - 51118 245,000 245,000 340,638 {144,572)
5.00% 1141118 - 5119 255,000 255,000 328,285 {140,284)
5.65% 1111419 - 5/1f20 260,000 260,000 315,638 (135,822)
5.85% 11120 - 5121 270,000 270,000 300,948 (130,680}
5.65% 1171721 - 511422 280,000 280,000 285,692 (125,342)
5.65% 111422 - 511123 290,000 290,000 269,872 {119,804)
6.375% 117423 - 511424 300,000 300,000 253,488 {114,070)
8.375% 1111724 - 511125 310,000 310,000 234,362 {105,462)
£6.375% 1111725 - 5/1/26 320,000 320,000 214,600 {96,570}
6.375% 1141428 - 51127 330,000 330,000 184,200 (87,290)
6.375% 111127 - 511128 340,000 340,000 173,162 {¥7.024)
6.375% 1141/26 - 5/1/29 355,000 355,000 151,488 {68,170}
6.625% 11/1/29 - 571130 365,000 365,000 128,856 (57.986)
6.625% +11/30 - 51131 360,000 380,000 104,674 (47,104)
6.625% 11131 - 511132 395,000 305,000 79,500 (35,774)
B.625% 19/1/32 - 511433 400,000 400,000 53,332 {23,998)
6.825% 11/1/33 - 51434 405,000 405,000 26,832 {12.074)
6415000 § 6.195& 3 4i900!6?6 § (2,101314)



{PAGE 2 OF 4)

CITY OF ADRIAN, MICHIGAN
SCHEDULE OF INDEBTEDNESS

JUNE 30, 2014

Annual Interast

jo. 4

Primary Government Date of lasue  _Amount of lIssue  _ Interest Rate Date of Maturlty June 30, 2013 June 30, 2014 Payable
Wastewater System Revenue Bonds 09126402 $ 8.920.000 2.50% 1001113 - 0401714 & 435000 § - L] 130813
{DWRF Loan) 10/0114 - 04001115 445,000 445,000 119,812
1001115 - 04/01/16 460,000 450,000 108,500
10014116 - 04X01117 470,000 470,000 96,875
100117 - 04101118 480,000 480,000 85,000
10001418 - 04101119 495,000 495,000 72,813
1001419 - 0401720 505,000 505,000 60,313
10/01420 - 0401721 520,000 520,000 47,500
10/01421 - 0401722 535,000 535,000 34,313
10/01/22 - 04/01/23 545,000 545,000 20,813
10/01/23 560,000 560,000 7,000
3 5,450,000 § 5015000 § 783,752
Water Supply System Revenus Bonds 09/26/02 $ 5,665,000 2.50% 100113 -04/01114  § 275000 §$ - L 83,063
{DWRF Loan} 100114 - 0401115 285,000 285,000 76,062
10/01/15 - 04/01/16 290,000 290,000 68,875
10/01/16 — Q4/01/47 300,000 300,000 61,500
10/01/17 - 04/01/18 305,000 305,000 53,938
10/01/18 - 04/31/19 315,000 315,000 46,187
1001119 —04/01720 320,000 320,000 38,250
1004120 - 04001721 330,000 330,000 30,125
100121 - D4/01/22 340,000 340,000 21,750
10/01/22 — 04/04/23 345,000 345,000 13,188
10/01/202) 355,000 355,000 4,437
5 3,460,000 % 3185000 $ 497,375

See notes to the financial statements.
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(PAGE 3 OF 4)
CITY OF ADRIAN, MICHIGAN
SCHEDULE OF INDEBTEDNESS

JUNE 30, 2014
Annual Interwst
Primary Govermnment Data of lssue _Amount of lssue _ Interast Rate  _ Date of Maturity June 30, 2013 Junae 30, 2014 Payable
Wastowater Systern Revenue 0922105 $ 1,993,885 4.625% 10/01/113-040114 § 95000 % - 3 2772
Bonds [SRF Loan) 10/01/14 - D4/01A15 95,000 95,000 21,228
10431415 - 0401116 95,000 95,000 19,685
10/01/16 - 400117 95,000 95,000 18,142
10/04/17 - 040118 5,000 95,000 16,598
10431418 - 04/0119 100,000 100,000 15,013
10/01119 — 04/01/20 100,000 100,000 13,388
10401720 — 04/01/21 400,000 100,000 11,763
10001121 - 04/01722 105,000 105,000 10,097
10/01/22 - 0401723 105,000 105,000 8,3M
10/01/23 - 04/01/24 115,000 115,000 8,604
. 10/01724 - 04001125 115,000 115,000 4,735
10/01/25 — 04/D4/26 115,000 115,000 2,866
10/01126 - 04/01/27 118,885 118,885 967
3 1,448,885 § 1,353,885 § 172,249
2 wWastewater System Revenue 12/15/05 % 6,962,663 1.625% 10/01113 ~ 04/01/14 5 330,000 % - $ 82,674
Bonds, Serles 2007B (SRF Loan) 10/01/14 - 0401115 335000 335,000 77.342
10/01/45 — 045D1HE 340,000 340,000 71,868
1001116 — 4001117 345,000 345,000 66,344
10/01117 - 0401118 350,000 350,000 50,738
10/01/18 — 040119 355,000 355,000 55,050
10/01/19 - 0401/20 360,000 360,000 49,280
10/01/20 - 0401421 365,000 365,000 43,430
10/01121 - 04501122 370,000 370,000 37.500
10/01/22 - 04701723 375,000 375,000 31,488
10/01/23 - 04/01/24 380,000 380,000 25,394
10/01/24 - Q4/01/25 390,000 390,000 19,218
10/01/25 - 04/01/26 395,000 395,000 12,880
10/01/26 - 04/01/27 397,863 397,663 6,462
3 5087683 $ 4757683 § 639,638

See notes to the financial statements.
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CITY OF ADRIAN, MICHIGAN
SCHEDULE OF INDEBTEDNESS
JUNE 30, 2014

Annual Interest

Primary Government Data of Issus  Amount of Issue _ Interest Rats Data of Maturity June 30, 2013 June 30, 2014 Payable

Water Supply Systemn Revenue Bonda 09/27/007 3 7.441,707 2.125% 10/01/13-04/01114 $ 345000 & - % 126,314

{OWRF Loan) 10/01/14-04/01/115 345,000 345,000 118,983

10/0115-04/D1/16 355,000 355,000 111,548

10/01/16-0401117 355,000 355,000 104,002

10/01/17-04/01/18 360,000 360,000 96,405

10/01/18-04/01/19 370,000 370,000 88,649

10/0%/19-04/D1/20 375,000 375,000 80,733

10/04/20-04/01/21 380,000 380,000 72,711

10/01/21-04/01122 385,000 285,000 54,583

10/01/22-04/01/23 390,000 390,000 56,349

10/01/23-04/01/24 395,000 395,000 48,009

10/01/24-04/31/25 400,000 400,000 39,562

10/01/25-04/01/26 405,000 405,000 31,009

10/01/26-04/01/27 410,000 410,000 22,349

10/01/27-04/01/28 420,000 420,000 13,530

- 10/01/28 426,707 426,707 45

-y
L]

F] 6116707 § 5771707 % 1,079,268
Leass purchase - outstanding balance 415,172 338,222
Instaliment purchase - outatanding balance 32,197 -

Accumulated vacation and sick pay -
long term 5 580869 § 593,589

Total - Primary Government $ 29006493 § 27,210,066

See notes to the financial statements.




Exhibit A-1

CITY OF ADRIAN
STATISTICAL SECTION

This part of the City of Adrian Comprehensive Annual Financial Report presents
detailed information as a context for understanding what the information in the financial
statements, note disclosures, and required supplementary information says about the
City’s overall financial health.

Contents Exhibit

Financial Trends B
These schedules contain trend information to help the reader understand
how the City’s financial performance and well-being have changed over
time.

Revenue Capacity C
These schedules contain information to help the reader assess the City’s
most significant local revenue source, the property tax.

Debt Capacity D
These schedules present information to help the reader assess the
affordability of the City’s current levels of outstanding debt and the
City’s ability to issue additional debt in the future.

Economic and Demographic Information E
These schedules offer demographic and economic indicators to help the
reader understand the environment within which the City’s financial
activities take place.

Operating Information F
These schedules contain service and infrastructure data to help the reader
understand how the information in the City’s financial report relates to the
services the City provides and the activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the
comprehensive annual financial reports for the relevant year. The city implemented
GASB Statement 34 in FY2002-03; schedules presenting government-wide information
include information beginning in that year.
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Governmental Activities
Invested in Capital Assets, Net of Related Debt
Restricted
Unrestricled

Total Governmental Activities Net Position

Business-type Activities
Invested in Capital Assets, Net of Related Debt
Restricted
Unrestricted

Total Business-type Activities Net Position

Primary Government
Invested in Capital Assets, Net of Related Debt
Restricted
Unrestricted

Total Primary Government Net Positicn

Governmental Activities
Invested in Capital Assets, Net of Related Debt
Restricted
Unrestricted

Total Govemmental Activities Net Position

Business-type Activities
invested in Capital Assets, Net of Related Debt
Restricted
Unrestricted/Other Purpose

Total Business-type Activities Net Position

Primary Government
invested in Capital Assets, Net of Related Debt
Restricted
Unrestricted

Total Primary Govemment Net Position

CITY OF ADRIAN
NET POSITION BY COMPONENT
LAST TEN FISCAL YEARS
{accrual basis of accounting)

EXHIBIT B-1

FISCAL YEAR
2004-05 2005-06 2006-07 2007-08 2008-09
524,026,248 $23,276,411  $24,323513  $25,510,214 $25,580,401
3,876,032 3,869,047 5,199,264 4,172,851 3,832,553
6,368,174 6,027,334 6,135,998 6,400,084 5,613,693
$34,270,454 $34,270,454  $33,172,702 _ $35,658,775 $35,026,647
$28,022,181 $28,323,256  $27,846396  $20,000,554 529,120,469
1,380,000 1,417,981 1,630,058 1,551,378 1,112,269
2,796,672 1,566,065 2,001,967 1,788,879 2,693,936
$32,198,653 $32,106,853  $31,309,302  _ $31,478,421 $32,016,674
$52,048,429 $51,599,667  $52,169,908  $54,510,768 554,700,870
5,256,032 5,287,028 6,829,322 5,724,229 4,944,822
9,164,845 7,595,399 8,137,965 8,188.963 8,297 626
$66,469,307 366,469,307 64,462,004  $57,137.196 §67,943,321
FISGAL YEAR
2009-10 2010-11 2011-12 2012-13 201314
$27,799,240 $27,197,876  $26776.971  $27.025.286 $26,555,176
4,293,813 4,523,761 4,811,616 5,696,801 8,183,020
3,498,072 3,009,467 3,203,485 2,643,725 1,919,640
$35,591,125 $34,731,124  $34,792,072 _ $35,365812 $36,737,634
$26,987,222 $28,761,884  $20,423460  $30,623,333 $31,037,036
4,171,134 2,151,170 2,461,914 2,635,996 2,811,407
2,686,083 4,010,890 5,019,799 5,828,956 7,015,368
$33,844,439 $34,923,944 536,905,182 _ $39,088,285 $40,863,511
$54,786,462 $55959,760  $56,200440  $57 648,619 $57,592,212
8,464,947 6,674,951 7,273,530 8,332,797 10,994,427
6,184,155 7,020,357 8,223,284 8,472,681 8,935,008
$69,435,564 $60,655,060 571,607,254  $74,454 097 $77,601,445
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EXPENSES
Gavemmenlal Aclivities:
Genaral Govemnmenl
Public Safety
Public: Works
Culiura and Recreation

Communily Beaulification & Improvements
Community & Economic Daveloprent
Highways, Strreets and Bridges
Interest on Lang-Term Debt

Total Govarmmental Aclivities Expenses

Business-type Activilies:

Waslewaler System

Water System

Drial-A-Ride System

Automobite Parking System

Storm Watar Utility
Total Business-typs Adlivitins Expenses
Tealai Primary Government Expenses

PROGRAM REVENUES
Governmental Aclivities:
Charges for Sarvices:
General Government
Public Safety
Public Works
Cubure and Recreation
Community Beautification & Improvements.
Community & Economic Development
Highresys, Strreets and Bridges
Operaling Grars and Conlributions
Capital Grants and Comribulions
Tolal Governmental Aclivities Program Revenuss

Business-type Activities:
Charges far Services:
Whastewatar System
Water Syslem
Cial-A-Ride Syslem
Automobile Parking System
Storm Water U
Operating Grants and Contributions
Capital Grants and Contributions
Total Business-lype Aciivities Program Revenues
Total Primary Government Program Revenues

CITY OF ADRIAN

EXHIBIT B-2
CHANGES 1M NET POSITION
LAST TEN FISCAL YEARS
{accrual basis of accountinp)
FISCAL YEAR

2004-06 2005-06 200807 2007-08 2006-09 2009-10 201%-11 204112 2012-13 2013-14
$2,655,280 $2,450,722 £2,511,362 $1.975,257 52,964 862 $2.300.265 $3,002,202 $3.056.641 $3,514,802 $3,596,835
4,693 255 4912898 5,011,563 5,029,372 4,642 682 5,152,144 5,350,881 5,132,505 5,178,633 5,495,015
784,985 1,122,058 1,169,030 875,092 1,066,018 1.247 332 1,106,116 506,404 444 B35 482 333
2. 188,354 2,447 801 1,871,000 3699922 4,263,702 3506642 2,715,367 2 628,447 1,865,951 2,027 678
1831127 1,668,073 2,105M6 1,768,633 2,344, 407 4,208,425 1,738,055 915,540 1,406,316 759,315
278,898 599 690 £43 450 557,798 278,257 368,582 313,921 345, 406 234,552 245611
2,511,058 2,418,810 1.153,185 1,086 063 1,141,891 1,332,172 1,125,691 2,397 684 1,524,952 1,764,222
69 369 3,112 27014 47 365 143 061 232,140 238,167 236,342 222672 254112
$14.814326 $15,623,0684 $14,391,620 $15042.796 $15,649 880 $15,356,742 $15,620400 $15,218,969 $14,392 954 $14,835.138
$3,465,3480 £23.721191 $3,788,575 $3,959 962 £4,208,153 $3.917.578 $3,9258.727 $3,889,445 $3,880.316 $3.907 021
3,004 751 2,924 884 2,984 185 2,937 637 309,711 3,152,628 3,128,065 3,025,247 3,241,928 3,330,542
450,660 455,245 487 301 250,118 510,05 514,754 514512 521,348 542 458 520,816
152,661 116,399 91,961 111,663 97,254 82,711 83,203 74 B5% 165,872 110,544
344,579 227 688 234,562 287.561 203,341 250 987 152 048 355,006 261,418 101,538
57,488,031 §7,455 387 57,587 184 $7,845 939 $8111.774 $7.918,658 §7 806,545 $7 B55.996 38,102,953 §7 970 851
§22 302 377 423,078,461 $21,978,B04 322,884 735 §24 961 654 $23,275,400 $23,429,945 $23,084,965 522,495 947 $22,605 299
31,082 559 $978.001 %1,038 52339 $1,060,215 51,147 401 51,926,263 2,016,955 $1,711,443 32,541,940 §2,481.522
368,149 553 959 437,977 424 561 542,057 476,735 472 662 1,213,206 1,254 152 1,215,059
891 27 B72 1.963 28,950 32683 34,830 42 822 42 893 40,84G 70,061
534,963 494 518 474 798 346,796 347 404 325,839 337,720 386,399 332,392 99,357
273,882 197,457 248,438 282677 171,924 147,253 142,602 118,011 164,503 142,135
5,543 302,534 265,518 225,040 206,765 193,285 106,240 o 0 0
52,788 105,412 117127 143,755 166,243 75,061 69,118 8] 68,454 50,608
1,031 685 BaG, 496 1,955,976 1,337,035 1,159,543 659,426 1,194,244 1,679,864 1,610,640 1,581,130
12978 63,014 1,027,519 B7 5682 255,966 905 658 1] 305,157 1] 0 857
£3,433,548 $3,625.363 §5,660 855 $3,934,595 34,021,058 %4 744,370 $4,384,360 $5,457 073 $5,983,060 35,600,753
12 673,050 32,711,742 $3,461,125 33,583,307 $3,908 126 4216015 $4,165 853 $4 833 491 $4,644 609 54,766 018
2,800,909 2.910,664 3,273,365 3,252 666 3,307 B43 3,522 588 3511914 3,797,169 3,800,784 4 201,396
77,507 87,590 99,806 100,068 88,793 85,784 90,517 104,583 102,013 101,548
80,239 46,841 110,481 54,802 55,269 67 553 55,268 B2 BET 64,305 35,600
363,813 281,679 260,598 282,579 277,845 244 327 275,898 2748512 263,194 36,651
227 458 228,039 235,326 1T 234,216 249,672 245,600 248,356 259,066 288 539
0 110,932 74,819 B45 847 598 577 0 420,911 340,000 59,520 78,841
36,318,016 36,377,507 $7.538,520 $8,480,961 $8.511,769 $8,385,939 $8,765,892 $9,659,378 35,293 491 $5,508 783
$9 751,564 §10,002 870 $13,208 375 $12,417 560 $12 542 825 $13,130,309 513,150,252 $15116.451 $15,276,851 315 1945, 552
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CITY OF ADRIAN
CHANGES IN NET POSITICHN
LAST TEN FISCAL YEARS
{atcrual basis of accounting}

EXHIBIT B-2

FISCAL YEAR
2004-D5 2005-06 200607 2007-08 200508 2D09-10 2010-11 201112 201213 201314
NET (EXPENSESYREVENUE
Governmenlal Aclivities {$11,3080.779) (811,987 701) ($8,722,765) {$11,106,197)  {$32,818.824) {%$10,612,372) ($11,236 0409 ($9.761 BeG) (58,405,884) (38,944,365)
Business-type Activities (1,170,035} {1,077.890) (47 B84 634,032 399,995 457,281 956 247 1,783,382 1,196,488 1,537,822
Tolal Primary Government Net Expense {312 550813} {$12,075,591) (§8,770,429) ($10.472175)  ($12.418,829) ($10,145,091) ($10,2739,6587) [$7 968 S514) (%7,219 396} _9.__._.»8133
GENERAL REVENUES ANC OTHER CHANGES IN MET ASSETS
Govemmental Activitiss;
Praparty Taxes 36 528,844 §5 8BGO ME7 $7.070,336 $7.401.258 $7 401,258 $7,518,378 $7.036,611 $6,068 062 $6,808 159 55,691,908
Sales Tax 2,435,992 2,408,301 2 383,155 2,311,867 2,311,867 1,594,004 1,960,837 2,016,158 1,962 792 2,022,551
Mator Vehick Fuel Tax 1,347,902 1,309,222 1,299,759 1,278,969 1,278,969 1,313,704 1,361,458 1,354,546 1,362 786 1,407,243
Grants and Contribulions {no reslricled to speciic programs) 12,2465 75,785 12,336 234,237 234,237 13,032 13,237 14,211 13,692 13,786
Unrastricled Invesiment Eamings 236,936 358,274 549,528 S00,338 500,328 245,828 91,650 165 654 (13,828) 1,278,441
Cenlributions 0 o] o a] o] 204 641 13,037 28,281 1] ¢
Transfers {276,246} {120,930} (107 366) {106,818} {106.816) {114 827) {100,811} {126 338) {350,967} {177,520}
Total Governmeral Activities $10.285,774 $10,900,039 $11,208,748 $11,615,853 $11,619,853 $11,176,650 $£10,375,029 $9,822 B4 35,982,624 $10,225,332
Business-type Activilies:
Unrestricied Invesimant Eamings $133.400 $67,400 3109417 $121,552 $121,652 $47.025 $65,269 561,518 $50,238 850,071
Sale of Property o] 0 0 0 0 298 622 4,900 0 0 o]
Contnbutions o 1} ] 0 0 a 0 ¢! 60,000 4]
Transfers 276,246 120,820 107,366 D6 816 106,516 114 6827 100,911 126,338 50,967 177 833
Total Business-type Adivilies $409,646 $188,329 $216,783 §228 368 $229,368 $4E0,484 $171.080 $1B7 855 $261,205 £237 504
Tatal Primary Government 10,695,420 $11,688,378 $11,425,531 $11,BaB,221 $11,648221 $11,637,334 $10,647 119 $10,010.700 $9,244 B3g §$10,473,987
CHANGE IN NET ASSETS
Goyemmental Adivities ($1.095.004) {31,057 682) $2,485,5a3 $513,856 (%1,198,871} £564,478 (3860,001) 260,548 $573,740 1,282,024
Business-type Act (F&0,289) (B89 551} 168,119 BE2, B30 628,363 927,765 1,127 427 1,981,238 1,451,703 1.775.526
Adjustment for Accrued Sick and Vacalion Pay o a 1} 4} o 1} {47 922) o] Q 0
Total Primary Government (§1,855,333} {$1.887 213} $2,655 102 $1,375,546 ($570,608} $1,492 243 $219 504 $2.042 186 32 025,443 3.067 550
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EXHIBIT B-3
CITY OF ADRIAN

FUND BALANCES - GOVERNMENTAL FUNDS
LAST TEN FISCAL YEARS
{modified accrual basis of accounting)

FISCAL YEAR
FY2004-05 FY2005-06 FY2006-07 FY2007-08

General Fund

Reserved $804 255 $485,350 $803,801 $897.604
Unreserved 5,758,113 5,558,816 5,319,717 4,970,310
Total General Fund $6,562,368 $6,044,166 56,123,518 55,867,914
Al Other Governmental Funds
Reserved $1,319,835 $1,643,008 $2,221,965 $1,250,348
Unreserved, Repored in:
Special Revenue Funds $2,489,803 $2,159,189 $2,414,421 $2,263,087
Endawrmnent Fund 66,394 66,850 562,878 659,416
Debt Service Funds 0 Q ] 0
Total Al Other Govemmental Funds $3,876,032 $3.8609,047 $5,199,264 54,172,851
Total Governmental Funds 510,438,400 59,913,213  $11,322,782 510,040,765
FISCAL YEAR

FY2008-09* Fy2009-10°  FY2010-11*  FY2011-12"  FY2012-13* FY2013-14* “*Note: Reflects implementation of Gevernment Accounting

Standards Board {(GASB) Slatement #54:
New Fund Balance Reperiing

General Fund
Nonspendable:

Inventories and Prepaids 173761 $181.,966 $183,511 $172,265 5172145 $145,591
Assigned to:
Encumbrances 341359 1,464,996 152,748 74,742 105,198 86,214
Designations 3301000 646,000 1,253,000 1,638,000 1,490,000 1,450,000
Unassigned 797275 1,066,844 1,412,764 1,487,929 1,538,481 1,843,678
Total General Fund $4,613,395 $3,359,806  $3,002,053 $3,372,936  $3,305824 53,525,483

All Other Governmental Funds
Restricted for:

Perpetual Care 837860 $904,136 $904,874 $971,882 $945,042 $965,224
Endowrnent 111005 111,005 111,005 111,005 111,005 111,005
Streets 1165181 1,561,797 1,854,848 2,062,582 2,864,082 2,942 657
Parks & Beautification 1210 4714 9,695 16,010 21,309 16,091
Community Development 169101 172,114 168,699 138,844 125,426 127,291
Public Purpose 652124 597,776 573,041 585.618 622,734 1,689,773
Public Safety 203686 211,079 193,687 216,716 320,477 530,737
Committed ta:
Vibrant Cities 846160 76,994 45,877 171,915 0
Assigned to:
Econcemic Development 240179 267,384 350,659 304,276 0

Total Al Other Governmentat Funds $4,226,506 $3.806 999 $4,212,385 $4,578.848  $5,010,075 $6,382.778

Total Governmentat Funds $8.839,901 37,266,805  §7.214 438 $7,951,784 58,315,809 $9,908,281
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Exhlbit B-4
CiTY OF ADRIAN

CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
LAST TEN FISCAL YEARS
{modified accrual basls of accounting)

FISCAL YEAR
FY200405  FY2005.06  FY200607 FY2007-08  FY2008-09  FY2005-10 Fr2010-11  FY2011-12  FY2(H213 FY2013-14
REVENUES:
Taxes $6,433580 $6659027 S$6076208  $7.258,038  $7,272733  $7.361094 35915100 35963506  $5.706.453 $5,567,449
Other Tax Related Revenue B7.764 210,360 100,373 148,386 166,306 158,284 121,511 105,456 102,706 124,456
Licenses & Permits 262,278 486,327 279,866 270,139 213,850 153,604 221,618 385,685 247,785 341,685
Intergovemmental - Fedaral 13,441 281,485 444147 101,854 308,354 1,070,165 146,379 203,165 202,549 204,088
ImMergovemmental - Stale 3,958,248 3,953,373 4,616,318 3,842,167 3,801,233 3,291,875 3,530,556 4,244,968 3,382,991 3,597,144
Charges kr Services 53,631 64,380 74,095 70,879 95,343 107,171 95,638 680,461 726,287 102,329
tUse and Admission Charges 336.219 383,084 340,765 343,271 344,634 323,539 372,280 387,329 330,212 849,519
Fines and Fees 324,033 250,659 248,759 259,035 252,170 220477 227801 185,754 233,442 230,339
Investrrient Eamings 235,936 358,274 549,528 500,167 349,155 246,828 94,660 165,653 {11,022) 175,410
Fee Trust - for beautification purposes 763,001 658,057 1173270 1,169,600 930,354 679,871 662,669 735,739 1,175,557 583,993
Olher 808,513 705,528 $20,062 803,207 919,222 798,701 770,988 947,041 1,336,554 1,163,108
Speciat Assessments 24,944 84,398 109,075 ] 256,986 40,276 69,118 137,838 41,128 50,857
Oil Rayaties 0 0 ) o 0 0 0 (] 0 1,103,031
Contribution from DDA, 46,834 42,870 12,000 127,000 2,000 2,000 2,000 2.000 o 0
Contribution from LDFA-GAIDC 0 o 0 ] 31,000 31,000 11,037 15,000 Q o
.Public Contributions 0 ] 496,028 255,400 223,547 171,641 284,320 312,250 168,750 0
ministralive Fees 0 0 129,087 60,184 42,786 50,818 53,646 o 0 0
T nues 313,357,222 $14,155822 $16,460,685 $15209,387 $15309673 $14.807344 $13573322 514451845 $13843352 $14,093918
v EXPENDITURES:
Genera! Government $1,764340 $2045589  $1997.155  $2006283 51046665 52247896 $1619.726  $1681751  $1575553 $1,623,046
Public Satety 4 408,555 4,844,766 4,195,282 4,053,786 3,935,272 4271319 5204886 5,019,435 5,196,657 5,355,996
Public Works 1,048,841 965,312 1,032,473 298,977 1,024,618 1,188,337 1,054,326 443 840 426,076 470,726
Culture & Recreation 1,508,138 2,301,543 2,338 473 2,169,134 2,220,786 3015208 2,276,553 2,201.513  $2,182,521 1,607 B50
Community Beautification & Imprvts. 1,051,396 358,417 773,074 1,211,766 1,760,778 3,190,417 1,155,168 811,324  $1,268.803 603,816
Nen-Deparimental o ] a 0 ol o ] ] $146,808 80,813
Community & Economic Development 278,273 537,168 537,168 550 344 277,056 356,419 319,360 358,028 $228,295 232 B4
Streets & Bridges 1,667,575 1,585,180 1,322,014 1,840,434 1,862,521 1,184,050 656,224 1,758,104  $1,038,787 1,662,500
Capital Qullay 2,627,259 1,346,051 2,489,028 3,881,758 3,863,866 7,686,591 1,204,423 860,664 20 0
Debl Senvice
Principat Retirement 198,448 728,100 113,072 154,531 209,957 ] 200,060 210,000 $2145,000 220,000
Interest and Fiscal Chames 18,673 41314 31,167 22 708 67,272 111,957 242,164 238 704 $233,710 267412
Tolal Expenditures $14627499 $14554,440 $14,826916 §$16986,726 $17,178,791 $23,262,192 $12.962,830 $13,568,81 $12482210  $12,324.023
Excess of Revenues
over/{under) Expenditures {$1,270.277) (3398698} $1,640,760  ($1777.339) ($1,869,118) ($8,454.848) (¥389,508) $563 684  §1.161 182 $1,769,895
Other Financing Sources {Uses):
Transfers In $1,385504  $1,441,182  $1.860,358  $2,850,239 $678.465  $1454,200 $1,119,508 $641,605 $840 440 $569,540
Transfers Out (1661,760) (1,567,751}  (2,091,558)  (3,357.638) (784,580)  (1,577.827) (782,767) (767,943)  (1.637.507) {747,073
Lean Proceeds 0 0 0 1,092,000 774.369 7,005,379 0 1] 0
Total Other Financing Sources {Uses) (3276,246)  (5126,569)  ($231,200) 3584,601 $668,254  $5,881,752 $337 141 {$126,338) 797,067) ($177.53%
MET CHANGES 1N FUND BALANCES {$1546523)  ($525,187)  $1,409.569 _ (31,192,728} ($1,200864) ($1,573.096) (552,367) $737,346 $364,115 $1,592 362
Debt Service as a Percenlage of
Non-Capital Expenditures 2.3% 5.8% 12% 1.3% 2.1% 0.7% 35% 3.5% 3.6% 3.9%
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Function/Program
Gavernmental Adivities:
Charges for Services:
General Government
Fublic Safety
Public Works
Cuiture and Recreation
Community Beautification & Impry.
Community & Economic Development
Highways, Streets and Bridges
Operating Grants and Contributions
Capital Granis and Contribulions
Tolal Governmenla! Activilies

Business-type Activities:
Charges for Services:
Wastewater Syslem
Warter System
Dial-A-Ride Sysiem
Automaobile Parking Syslem
Slarm Water Utility
Operating Grants and Corributions
Capilal Grams and Contributions
Total Business-type Aclivities
Tota! Primary Government

CITY OF ADRIAN
PROGRAM REVENUES BY FUNCTION/PROGRAM

EXHIBIT B-5

LAST TEM FISCAL YEARS
{accrual basis of accounting)
FISCAL YEAR
2004-05 2005-06 2008-07 2007-08 2008-09 2009-10 2010-11 201112 201243 201314
$1,082 558 $976,001 $1,039,539 $1.080,215 $1,147 401 $1,826.253 $2.016,955 $1,711,442 32,511,840 $2,481 522
368,149 559,959 437,977 424 561 542,097 478,735 472,662 1,213,306 1,254,152 1,215,008
891 27,872 1,963 28,950 32,693 34,850 42822 42,883 40,849 70,061
534,963 494 618 474,798 346,796 347,404 325839 337.720 286,383 332302 99,357
273,882 197,457 248 438 282 677 171,924 147,253 142,602 118,011 164,593 142,135
5.543 302,534 365,518 225,048 206,765 193,285 108,240 0 o
62,788 105,412 117,127 143,755 166,243 76,061 9,118 a 68,494 50,608
1,031 695 290,496 1,955,976 1,337,035 1,159,543 659 426 1,194,241 1,679,864 1,610,640 1,581,130
72,978 £9,014 1,027,518 87 562 256,986 905,658 0 305,167 ] 50,857
$3,433,648 $3,625.363 $5,668,855 3,936,599 $4,031,056 4,744 370 $4,384,360 $5,457,073 $5,983,060 $5,690,769
$2.673,000 §2,711.762 $3.461,125 $3,583,307 $3,909,125 $4,216.015 $4,165,653 $4,833,491 54,644,809 $4,766,018
2,800,909 2,910,664 3,273,365 3,252 666 3,337,843 3,522 588 3,511,914 3,797,169 3,900,764 4,201,396
77,507 87,580 99,806 100,066 98,753 85,784 90,517 104,583 102,013 101,548
80,239 46,641 110,481 94,902 55,269 67,663 55,398 62,867 64,305 35,800
363,813 281,679 280,558 292,579 277 545 244327 275,899 274,912 263,194 35 651
222,458 228039 239,328 311,794 234 216 249672 245600 246,356 259,086 288,529
1] 110,832 74819 845,647 598,577 2 420,911 340,000 59,520 8,841
§6,318,016 $6,377 507 $7.539,520 38,450,861 $8.511,769 $8,385.939 $8,765.892 $9.659,378 $9,293 491 $9,508,783
$9,751,564 $10,002,870 $13,208,375 $12,417.560 $12,642,825 $13,130,309 $13,150,252 $15,115,451 $15,276,551 $15,199,552




EXHIBIT B-6

CITY OF ADRIAN
TAX REVENUES BY SOURCE - GOVERNMENTAL FUNDS
LAST TEN FISCAL YEARS
{modified accrual basis of accounting)

FISCAL PROPERTY SALES ECON VITALITY MOTOR VEH.

YEAR TAXES TAX INCENTIVE FUEL TAX OTHER TOTAL
2004-05 6,433,580 2,435,992 0 1,469,145 87,764 10,426,481
2005-06 6,659,027 2,408,301 0 1,477,324 210,360 10,755,012
2006-07 6,976,298 2,383,155 0 1,299,758 100,373 10,759,584
2007-08 7,258,038 2,311,867 0 1,278,968 148,386 10,997,259
2008-09 7,272,733 2,338,104 0 1,332,860 166,306 11,110,003
2009-10 7,361,094 1,994,094 0 1,215,696 158,284 10,729,168
2010-11 6,915,100 1,960,837 0 1,251,588 121,511 10,249,036
2011-12 5,963,506 1,676,318 339,840 1,277,277 192,109 9,449,050
2012-13 5,706,453 1,530,709 432,083 1,300,168 0 8,969,413
2013-14 5,691,905 1,568,071 454,480 1,407,244 9,121,700

Change
2013-14 over/{under) 2004-05 :
Amount ($741,675) {$867,921) $454,480 {$61,901) ($87,764)  ($1,304,781)
Percent -11.53% -35.63% 0.00% -4.21% -100.00% -12.51%
Change
2013-14 overf{under) 2012-13
Amount ($14,548) $37,362 $22,397 $107,076 $0 $152,287
Percent -0.26% 2.38% 4.93% 7.61% 0.00% 1.67%
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CITY QF ADRIAN
ASSESSED VALUE AND TAXABLE VALUE OF REAL AND PERSONAL PROPERTY

LAST TEN FISCAL YEARS

EXHIBIT C-1

TOTAL
TOTAL LESS: TOTAL DIRECT

FISCAL RESIDENTIAL COMMERCIAL INDUSTRIAL PERSONAL ASSESSED TAX-EXEMPT TAXABLE TAX
YEAR PROPERTY PROPERTY PROPERTY PROPERTY VALUE PROPERTY VALUE RATE
2004-05 276,738,900 117,518,100 16,967,300 62,610,900 473,835,200 63,640,690 410,294,610 15.7340
2005-06 302,506,900 126,012,800 16,574,500 62,56569,100 507 663,300 80,749,280 426,504,020 15.6912
2006-07 306,196,000 145,415,900 19,690,800 62,098,200 533,400,900 82,819,989 450,680,911 15.6039
2007-08 297,690,300 145,860,400 23,674,000 62,986,700 530,211,400 69,171,786 461,039,614 156039
2008-09 272,420,813 141,883,500 23,265,800 61,500,820 499,180,933 41,907,897 457,273,036 15.6039
2009-10 242,650,475 132,923,000 28,113,600 64,310,000 467,997,075 25,380,372 442 616,703 15.6039
2010-11 211,488,195 123,757,600 25,909,200 61,864,500 423,019,485 11,546,627 411,472,868 156039
2011-12 193,775,439 117,721,500 23,434,000 63,096,800 398,027,739 6,679,136 391,348,603 14.6039
2012-13 184,679,856 110,556,800 22,759,600 61,635,900 379,632,156 5,022,189 374,609,967 14.6039
2013-14 184,489,677 109,218,300 22,449,200 55,427,100 371,584,277 7,438,461 364,145,816  14.6039

Note: Tax Rate reduced by one (1.0000) mill in FY2011-12 due to conversion fo direct charge for Refuse Collection and Disposal.

Source: Lenawee County Eqgualization Report
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EXHIBIT C-2

CITY OF ADRIAN
DIRECT AND OVERLAPPING PROPERTY TAX RATES
LAST TEN FISCAL YEARS

CITY DIRECT RATES OVERLAPPING HOMESTEAD TAX RATES
GENERAL TOTAL

OBLIGATION SOLID LOCAL DIRECT INTERMEDIATE ADRIAN MADISON

FISCAL BASIC DEBT WASTE STREET TAX SCHOOL LENAWEE SCHOOL SCHOOL

YEAR RATE SERVICE COLLECTION IMPROVEMENTS RATE DISTRICT COUNTY DISTRICT DISTRICT
2004-05 13.7507 0.0000 1.0000 0.9833 15.7340 7.4102 5.7145 18.0000  18.0000
2005-06 13.7108 0.0000 1.0000 0.9804 15.6912 7.2900 5.6270 18.0000  20.5626
2006-07 13.6293 0.0000 1.0000 0.97486 15.6039 7.2898 56270 22,9100 205626
2007-08 13.6293 0.0000 1.0000 0.9746 15.6039 7.2796 5.6128 221100 20.5626
2008-09 13.6293 0.0000 1.0000 0.9746 15.6039 7.2796 5.6128 221100  20.5626
2009-10 13.6293 0.0000 1.0000 0.9746 15.6039 7.2796 56128 221100  20.5626
2010-11 13.6293 0.0000 1.0000 0.97486 15.6039 7.2796 5.7128 221100 20.5626
201112 13.6283 0.0000 0.0000 0.9746 14.6039 7.2796 5.5232 22.5900 204126
’ 2012-13 13.6293 0.0000 0.0000 0.9746 14.6039 7.2796 5.9628 22.8000 206126
2013-14 13.6293 0.0000 0.0000 0.9746 14.6039 7.2796 5.9128 22.5000  20.8000

Source: Lenawee County Apportionment Report
Note 1: Intermediate School District includes Operating Millage, as well as Special Education and Vocational Education Millage.
Note 2: Lenawee County includes Operating Millage, as well as Senior Citizens Program, Medical Care Facility and Veterans’ Affairs Millages.
Note 3: Adrian and Madison School Districts include Operating Millage and State Education Tax (SET) on Homesteads, as well as
School Debt millage and School Building & Site millage.




CITY OF ADRIAN EXHIBIT C-3
PRINCIPAL PROPERTY TAX PAYERS
CURRENT YEAR AND TEN YEARS AGO
FY2013-14 FY2003-04
PERCENT PERCENT
OF TOTAL OF TOTAL
TAXABLE TAXABLE TAXABLE TAXABLE
TAXPAYER TYPE OF BUSINESS VALUE RANK VALUE VALUE RANK VALUE
INTEVA PRODUCTS, LLC MANUFACTURING 13,468,965 )] 370%
INERGY PRCDUCTS MANUFACTURING 13,357,700 2 AB67%
ANDERSON DEVELOPMENT MANUFACTURING 11,467,793 3 315% 17,142,270 2 4.32%
INERGY AUTOMOTIVE SYSTEMS MANUFACTURING 7.852,400 4 2.16%
SENAFAR INVESTMENTS, LLC RETAIL 4,920,400 8 1.35%
WYATT REAL ESTATE (VENCHURS)  MANUFACTURING 4,807,202 <] 1.32% 6,550,230 4 1.65%
CONSUMERS ENERGY uTIuTY 4,601,843 7 1.26% 4,395,800 7 1.11%
MEIIER RETAIL 4,383,321 8 1.20% 4,234,560 10 1.07%
ADRIAN MALYL LENOERS LLC RETAIL 4,168,300 9 1.14%
ADRIAN STEEL MANUFACTURING 3,815,700 10 1.05% 4,516,450 6 1.14%
CITIZENS GAS 8 FUEL COMPANY UTILITY 2,980,358 1 0.82% 4,336,570 9 1.08%
BIOLAB, INC. MANUFACTURING 2,680,200 12 0.78% 4,341,580 8 1.09%
COLE LO ADRIAN M1 LLG MANUFACTURING 2,784,800 13 0.76%
PEDCOR INVESTMENTS HOUSING 2,142,200 14 0.59% 3,154,220 13 0.79%
TLC COMMUNITY CREDIT UNION BANKING 1,810,100 15 0.52%
NOB HILL APARTMENTS, LLC HOUSING 1,895,180 16 0.52%
W2 FUEL ADRIAN MANUFACTURING 1,867,400 17 0.51%
MINK-FRIENDLY VILLAGE OF ADRIAN HOUSING 1,855,182 18 0.51%
PPG INDUSTRIES INC MANUFACTURING 1,808,874 19 050%
ADRIAN HOTEL REAL ESTATE LLC HOUSING 1,687,100 20 0.46%
GECCMC 2003-Cl BRIARWOOD MOBILE HOUSING 1,568,600 21 0.43%
FOUR SEASONS APARTMENTS LLC  HOUSING 1,487 424 22 0.41%
HJM DEVELOPMENT LLC INSURANCE 1,469,100 23 0.40%
CLIFT PROPERTIES, LLC RETAIL-AUTO 1414727 24 0.39%
MI ADRIAN HOLDINGS LLG HOUSING 1,389,500 25 0.38%
D & P CABLE INC UTILITY 1,347,200 28 0.37%
GRANITE HIDDEN RIVER NORTH LLC  HOUSING 1,343,900 27 0.37%
CRG LYNWOOD REALTY LLC HOUSING 1,283,900 28 0.36%
SAND CREEK APARTMENTS LTD HOUSING 1,268,100 28 0.35%
RIVER BEND APARTMENTS LLC HOUSING 1,244 600 30 0.34%
SOLVAY AUTOMOTIVE, iINC. MANUFACTURING 20,457,400 1 5.15%
DELPHI AUTOMOTIVE MANUFACTURING 11,696,500 3 2.94%
EQUITY ASSETS MANAGEMENT RETAIL-MALL 6,028,130 5 1.52%
GREENLAND VISTAS RETAIL MALL
ADRIAN FABRICATORS MANUFACTURING 3,841,000 11 0.99%
CHARLES A. GREENAN TRUST RETAIL 3.585.970 12 0.91%
IXTLAND PLASTICS TECHNOLOGY MANUFACTURING 2,625,000 14 0.66%
FISCHER FAMILY TRUST HOUSING 2,402,030 15 0.60%
DURA MANUFACTURING 2,280,840 16 0.57%
95,003,164 26.08% 51015698.550 25.60%
TAXABLE VALUE $364,145 816 §397,224,340

SOURCE: City of Adrian Assessing Office

154



CITY OF ADRIAN EXHIBIT C4
PROPERTY TAX LEVIES AND CCOLLECTIONS
LAST TEN YEARS

COLLECTED WITHIN THE
TAXES LEVIED FISCAL YEAR OF THE LEVY COLLECTIONS TOTAL COLLECTIONS TO DATE

FISCAL FOR THE PERCENT IN SUBSEQUENT PERCENT

YEAR FISCAL YEAR AMOUNT OF LEVY YEARS AMOUNT OF LEVY
2004-05 6,260,655 6,028,639 96.29% 48,299 6,076,938 97.07%
2005-08 6,558,928 6,237,099 95.09% 51,500 6,288,599 95.88%
2006-07 7,031,115 6,659,027 94.71% 54,492 6,713,519 95.48%
2007-08 7,324,834 7,258,038 89.09% 8,813 7,266,851 99.21%
2008-09 7,415,621 7,272,733 98.07% 9,605 7,282,338 98.20%
2009-10 7,468,178 7,361,094 98.57% 12,236 7,373,330 98.73%
2010-11 7,003,342 6,260,706 89.40% 12,314 6,273,020 89.57%
201112 6,177,646 5,759,083 83.22% 0 5,759,083 93.22%
2012-13 5,856,837 5,512,813 94.13% 28,267 5,541,080 94.61%
2013-14 5,764,854 5,567,664 96.58% 0 5,567,664 96.58%

Source: City of Adrian Finance Department
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CITY OF ADRIAN EXHIBIT D-1
RATIOS OF OUTSTANDING DEBT BY TYPE
LAST TEN FISCAL YEARS

GENHERAL
FUND
LIMITED TAX LAND PARKS & DRINKING
GENERAL CONTRACT! STORM RECREATION TOTAL SEWER SEWER SEWER SEWER WATER PERCENT
QBLIGATION INSTALLMENT WATER INSTALLMENT GENERAL SYSTEM SYSTEM  SYSTEM REVOLVING REVOLVING TOTAL OF
FISCAL BONDS*** PURCHASE  UTILITY PURCHASE OBLIGATION LEASE INSTALL REVENUE FUND FUND PRIMARY PERSONAL PER
YEAR SERIES A, B,.C CONTRACT* BONDS AGREEMENTS™ BONDS PURCHASE PURCHASE BONDS LOAN LOANS*** GOV'T. INCOME  CAPITA
2004-05 0 0 200,000 1,612,360 1,812,360 0 o 0 8,570,000 5,445,000 15,827,360 2.9% 712
2005-06 0 0 100,000 884,260 984,260 0 0 2,983,031 8,215,000 5,220,000 17,402,291 3.5% 783
2006-07 0 o] 0 771,188 771,188 [s] 0 8,496,529 7,850,000 4,985,000 22,102,717 4.6% 995
2007-08 0 653,900 0 1,203,963 1,857,663 0 0 8,561,898 7,475,000 9,913,731 27,808,492 6.0% 1,252
2008-09 0 1,889,138 0 1,712,768 3,601,906 695,770 0 8171548 7,090,000 11,941,707 31,500,940 7.1% 1,418
2009-10 7,040,000 0 0 a 7,040,000 628,507 102,128 7,776,548 6,695,000 11,374,707 33,614,890 8.3% 1,591
2010-11 6,840,000 0 0 a 56,840,000 560,713 58,042 7,371,548 6,290,000 10,786,707 31,907,010 7.9% 1,510
201112 6,630,000 0 0 0 6,630,000 489,302 53,042 6,555,548 5,875,000 10,188,707 30,195,599 7.5% 1,429
201213 6,415,000 L] 0 0 6,415,000 415,172 32,197 6,533 548 5,450,000 9,576,707 28,422,624 7.1% 1,345
2013-14 6,195,000 1] 0 0 6,155,000 338,222 0 6,111,548 5,015,000 8,956,707 26,616,477 6.6% 1,259
* Land Contract: 250 W. Church St.; ** Includes Instaliment Purchase for both Marvin Farm and “**Ground Water Source Development and
Instaliment Purchase: 1531155 E. Maumee St.; 381 Miles Drive-Parks & Forestry Maint. Bldg. Water Distribution System Improvements
and 135 E. Maumee (City Hall) {Purchase and Renovation)

*=** Under the auspices of the American Recovery and Reinvestment Acl (ARRA) of 2009, the City of Adrian issued the following
Limited Tax General Obligation Bonds on November 16, 2009, with a maturity Date of May 1, 2034:

Series A - Municipal Finance Non-Taxable GC Bonds 51,540,000
Series B - Build America Taxable Bonds (35% [RS Interest Rebate) 1,600,000
Series C - Recovery Zone Economic Development Taxable Bonds {45% IRS Interest Rebate) 3,900,000

$7.040,000

The proceeds were used to acquire and develop the Downtown City Governmenrt Complex and demolish old City Hall,
as well as defease ali outstanding General Obligation Debt.
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CITY OF ADRIAN
RATIOS OF GENERAL BONDED DEBT OUTSTANDING
LAST TEN FISCAL YEARS

GENERAL
FUND
LIMITED TAX LAND PARKS &
GENERAL CONTRACT/ STORM RECREATION TOTAL PERCENT OF
OBLIGATION INSTALLMENT WATER INSTALLMENT GENERAL TAXABLE

FISCAL BONDS PURCHASE UTILITY PURCHASE OBLIGATION VALUE OF PER
YEAR SERIES A,B.C CONTRACT BONDS AGREEMENT BONDS PROPERTY* CAPITA™
2004-05 0 0 200,000 1,612,360 1,812,360 0.44% $81.58
2005-06 0 0 100,000 884,260 984,260 0.23% $44.31
2006-07 0 0 0 771,188 771,188 0.17% $34.71
2007-08 0 653,900 0 1,203,963 1,857,863 0.40% $83.63
2008-D§ 0 1,889,138 0 1,712,768 3,601,906 0.79% $162.14
2009-1 40 7,040,000 0 0 0 7,040,000 1.59% $333.13
2010-1 1 6,840,000 0 0 0 6,840,000 1.66% $323.66
201112 €,630,000 0 0 0 6,630,000 1.69% $313.73
2012-13 6,415,000 0 0 0 6,415,000 1.71% $303.55
2013-14 6,195,000 0 0 0 6,195,000 1.70% $293.42

Note: Details regarding the City's outstanding debt can be found in the notes to the financial statements.
* See Exhibit C-1 for property value data.

* Population data can be found in Exhibit E-1.
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CITY OF ADRIAN EXHIBIT D-3
DIRECT AND OVERLAPPING GOVERNMENTAL ACTIVITIES DEBT
AS OF JUNE 30, 2014

ESTIMATED
ESTIMATED SHARE OF
DEBT PERCENTAGE OVERLAPPING
OQUTSTANDING  APPLICABLE* DEBT
governmental Unit

Debt Repaid with Property Taxes
DIRECT DEBT:

“  Series A - Municipal Finance Bonds $695,000 100.00% $695.000
Series B - Build America Bonds 1,600,000 100.00% $1,600,000
Series C - Recovery Zone Bonds 3,900,000 100.00% $3,800,000

Net Direct Debt $6,195,000 $6,195,000
OVERLAPPING DEBT:
v Adrian Public Schools $42,940,000 49.43% $21,226,583
Madison School District 3,470,000 28.81% 999,551
Lenawee County 11,433,000 11.95% 1,366,208
Net Overlapping Debt $57,843,000 $23,592, 353
Total Direct and Overlapping Debt $64,038,000 $29,787,353

Sources: Equalized Value data used to estimate applicable percentages provided by the Lenawee County Equalization Department.
Debt outstanding provided by each governmental unit.

Note: Overlapping governments are those that coincide, at least in part, with the geographical boundaries of the City. This
schedule estimates the porlion of the outstanding debt of those overlapping governments that is borne by the residents
and businesses of Adrian. This process recognizes that, when considering the City’s ability to issue and repay long-
term debt, the entire debt burden borne by the residents and busineeses should be taken into account. However,
this does not imply that every taxpayer is a resident and, therefore, responsible for repaying the debt of each overlapping
government.

For debt repaid with propety taxes, the percentage of overlapping debt applicable is estimated using taxable properly values.

Applicable percentages were estimated by determining the portion of another governmental unit's taxable value that is within
the City's boundaries and dividing it by each unit's total taxable value.
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CITY OF ADRIAN Exhibit D-4
LEGAL DEBT MARGIN INFORMATION
LAST TEN FISCAL YEARS

Legal Debt Margin Calculation for Fiscal Year FY2013-14

Taxable Value $364,145,816
Debt Limit {10% of Taxahie Value) 36,414,582
Debt Applicable to Limit:

Serias A - Municipal Finance Bonds $695,000

Series B - Build America Bonds 1,600,000

Series C - Recovery Zone Bonds 3,900,000
Total Debt Applicable to Limit $6,195,000
Legal Debt Margin 30,219,582

Fiscal Year

FY2004-05 FY2005-06 FY2006-07 FY2007-08 EY2008-09 FY2009-10 FY2010-11 FY2011-12 FY2012-13 FY2013.14

Debt Limit $39,722,434 $41,029,451 $42680,402 $45058,091 546,103,961 $44,261670 $41,141,488 $39,134,860 $37,460,997 $36,414,582
Total Debt Applicable {o Limit 1,812,360 864,260 771,188 1,857,863 3.601,906 7.129,000 €,840,000 6,630,000 6,415,000 6,195,000
Legal Debt Margin $37.910,074  $40,145191  $41,919.214 $43,200,228 $42,502,055 $37,132670 §$34,301,488 $32,504,860 $31,045,097 $30,219,582

Total Debt Applicable to Limit
as a Percentage of Debt Limit 4. 56% 2.16% 1.81% 4.12% 7891% 16.11% 16 .63% 16.84% 17.12% 17.01%

Note: The statutory debt limit of net bonded indebtedness incurred for all public purposes shall not, at any one time, exceed 10% of
the State Equalized Valuation of taxable property in the City, except that this limit may be exceeded by 3/8th of one {1%) percent
in the case of fire, flood, or other calamity. By law, the general obligation debt subjecl to the limitation may be ofiset by amounts
set aside for repaying general obligation bonds. This limitation does not include bonds issued in anticipation of the payment of
special assessments, nor bonds issued pursuant to court order for sewage or gargage disposal system.

The Michigan Slate Bond Act provides that the totat debt in special assessment bonds for which the credit of the City is pledged
shall not excead 12% of the assessed valuation of taxable property of the City, nor shall such bonds be issued in any calendar
year in excess of 3% of the assessed valuation of taxable property of the City unless voted.

Source: City Records
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CITY OF ADRIAN EXHIBIT D-5
PFLEDGED REVENUE COVERAGE
LAST TEN FISCAL YEARS

WATER SYSTEM REVENUE BONDS SEWER SYSTEM REVENUE BONDS
UTILITY LESS: NET UTILITY LESS: NET

FISCAL SERVICE OPERATING AVAILABLE DEBT SERVICE SERVICE OPERATING AVAILABLE DEBT SERVICE

YEAR CHARGES EXPENSES REVENUE PRINCIPAL INTEREST COVERAGE CHARGES EXPENSES REVENUE PRINCIPAL INTEREST COVERAGE
2004-05 2,900,909 2,463,550 437,359 220,000 137,453 1.22 2,673,090 2271711 401,379 350,000 214,310 [y

2005-06 2,910,661 2,330,251 580,410 225,000 131,906 1.63 2,711,762 2,545,247 166,515 355,000 207,594 0.30
2006-07 3,273,365 2,387,182 886,183 235,000 127,563 2.44 3,461,125 2605639 855,486 355,000 200,812 1.51

2007-08 3,252 666 2,344,607 908,059 240,000 121,625 2.51 3,683,307 2,660,423 922,884 765,000 278.485 088
2008-09 3,337,843 2,379.385 958,458 245,000 204,936 213 3,909,126 2463,316 1,445810 780,000 325,180 1.31

2009-10 3,522,588 2,257,514 1,265,074 570,000 251,417 1.54 4,167,436 2,257,806 1,929,630 790,000 315415 175
2010-11 3,441,702 2,219,974 1,221,728 585,000 250,893 1.46 4,164,880 2,265,166 1,899,714 810,000 287,849 173
2011-12 3,716,967 2,186,222 1,530,745 600,000 237,327 1.83 4,810,990 2,250,613 2,560,377 830,000 271,079 233
201273 3,831,305 2,419,839 1,411,466 510,000 219,974 1.70 463181t 2254127 2377684 845,000 250,799 2147
2013-14 4,129,710 2,506,168 1,623,542 620,000 205,927 1.97 4,738,087 2284310 2473777 860,000 249 541 2.23

Note: Details regarding the City’s outstanding debt can be found in the notes to the financial statements.
QOperating expenses do not include interest, depreciation, or amorlization expenses.
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FISCAL PERSONAL
YEAR POPULATION  INCOME

2004-05 22215  $550,665,420
2005-06 22,215  $492,573,195
2006-07 22215  $477,197,467
2007-08 22215  $463,401,394
2008-09 22,215  $444,865,338
2009-10 21,133 $402,689,315
2010-11 21,133 $401,379,069
2011-12 21,133 $402,034,192
2012-13 21,133 $351,188,194
2013-14 21113 $337,090,158

CITY OF ADRIAN
DEOMOGRAPHIC AND ECONOMIC STATISTICS
LAST TEN FISCAL YEARS

PER CAPITA
PERSONAL
INCOME
524,788
$22,173
$21,481
$20,860
$20,025
$19,055
$18,993
$19,024
$16618
$15,966

MEDIAN  SCHOOL
AGE ENROLLMENT
316 3,786
31.6 3,663
32.0 3,630
32.3 3,556
32.4 3,422
32.4 3,200
32.5 3,136
32.6 3,073
32.9 3,122
33.9 3,371

EXHIBIT E-1

UNEMPLOYMENT
RATES
6.4%
6.2%
8.5%
11.2%
15.2%
13.6%
10.9%
10.4%
10.5%
8.7%

Sources: Population, Personal Income and Median Age from U.S. Census Bureau; School Enroliments from
Adrian Public Schools; Unemployment Rates from Michigan Employment Security Commission.
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CITY OF ADRIAN EXHIBIT E-2
PRINCIPAL EMPLOYERS
CURRENT YEAR AND NINE YEARS AGO

FY 2013-14 FY2003-04
PERCENTAGE PERCENTAGE
OF TOTAL CiTY OF TOTAL CITY
EMPLOYER EMPLOYEES RANK EMPLOYMENT EMPLOYEES RANK EMPLOYMENT
Lenawee Health Alliance 1,300 1 6.4% 1265 1 3.60%
Lenawee County 510 2 2.5%
Equity Assets Mgt. (Adrian Mall} 487 3 2.4%
Adran Public Schools 435 4 2.1% 630 3 1.80%
Meijer, Inc. 400 5 2.0% 400 8 1.10%
Lenawee Intermediate Schoo! District 380 6 1.9% 351 9 1%
Adriian Steel Company 345 7 1.7%
Adrian Dominican Sisters 344 8 1.7%
inergy Automotive 325 9 1.6% 183 14 0.50%
Adiian College 275 10 1.4% 137 20 0.40%
Venchurs Packaging, Inc. 220 i1 1.1%

\ Siena Heights University 215 12 1.1% 300 10 0.90%
Infeva 195 13 1.0% 550 6 1.60%
Lenawee Medical Care Facility 193 14 0.9% 187 13 0.50%
Lenawee Christian Ministeries 156 15 0.8%

Lowe's of Adrian 136 16 0.7% 138 19 0.40%
Lenawee Christian Schools 128 17 0.6%
City of Adrian 127 18 0.6% 169 16 0.50%
Anderson Development Company 125 19 0.6%
Merillat Industries 820 2 2.30%
Michigan Dept. of Corrections 575 4 1.60%
Lenawee County 550 5 1.60%
Wacker Chemical Corp 517 7 1.50%
Hyrdo Aluminum 254 11 0.70%
Walmart 220 12 0.60%
Madison School District 170 15 0.50%
Cargotainer/Adrian Fabricators 161 17 0.50%
Brazeway, Inc 140 18 0.40%
6,296 30.9% 7,717 22.00%
Total City Employment 20,366 100.0%

Source: 2012 Michigan Manufacturers Directory, 2012 Crain's Book of Lists, Manta Company Intelligence website, the Michigan
Economic Development Corporation, and individual employers.
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CITY OF ADRIAN EXHIBIT F-1
FULL-TIME CITY GOVERNMENT EMPLOYEES BY FUNCTION/PROGRAM
LAST TEN FISCAL YEARS

FUNCTION/PROGRAM FY2004-05 FY2005-06 FY2006-07 FY2007-08 FY2008-09 FY2009-10 FY2010-11 FY2011-12 FY2012-13 FY2013-14

City Administrator 2.0 2.0 2.0 2.0 2.0 2.0 2.0 15 1.5 1.5
Finance Department 6.0 6.0 6.0 6.0 6.0 6.0 6.0 4.5 4.5 45
City Assessor 1.0 2.0 2.0 2.0 2.0 1.0 1.0 1.5 1.5 1.5
City Clerk 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.5 1.5 1.5
City Attorney/Inspection 1.0 1.0 8.0 7.0 7.0 6.0 6.0 55 5.5 55
Human Resources 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Cemetery 3.0 3.0 3.0 3.0 3.0 3.0 3.0 2.5 2.5 2.5
Community Development 10.0 10.0 4.0 5.0 5.0 5.0 4.0 1.0 0.0 0.0
Public Works/Engineer 13.0 13.0 13.0 12.0 12.0 11.0 11.0 10.5 105 10.0
Parks and Recreation 8.0 8.0 8.0 8.0 7.0 7.0 6.0 4.0 40 40
Parks and Forestry 12.0 12.0 12.0 12.0 11.0 10.0 8.0 8.0 8.0 8.0
Public Library 8.0 6.0 6.0 6.0 6.0 6.0 5.0 4.0 4.0 4.0
Police Department 36.0 37.0 370 37.0 36.0 36.0 35.0 31.0 3.0 31.0
Fire Department 21.0 19.0 19.0 19.0 19.0 19.0 18.0 15.0 19.0 18.0
Utilities Department 43.0 41.0 40.0 41.0 41.0 38.0 37.0 340 34.0 34.0
Auto Parking Fund 1.0 1.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Information Technology 0.0 2.0 2.0 2.0 20 1.0 1.0 1.0 1.0 1.0
Motar Vehicle Pool 0.0 0.0 0.0 0.0 0.0 1.0 1.0 1.0 1.0 1.0

Total 165.0 165.0 164.0 164.0 161.0 155.0 147.0 127.5 130.5 130.0

Source: City Finance Departrment
Note: Inspection function transferred from Community Development o City Attorney in FY2006-07.
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CITY OF ADRIAN EXHIBIT F-2
QPERATING INDICATORS BY FUNCTION/IPROGRAM
LAST TEN FISCAL YEARS
FUNCTION/PROGRAM FY2004-05 FY2005-06 FY2006-07 FY2007-08 FY2008-09 FY2009-10 FY2010-11 FY2011-12 FY2012-13 FY2013-14
Police Depariment
Physical Arests 1,604 1,779 1,662 1,438 1,769 1,679 1,485 1,485 1,301 1,197
Parking Viglations 5945 2,989 4,437 6,270 3,405 3,269 1,885 1,827 2,578 2,030
Trafic Violations 3,758 3,178 1,864 1,287 1,375 1,676 476 526 2,050 1,757
Fire Depariment
Non-Medical Emergencies 481.0 486 461 459 459 518 868 459 533 666
EMS Rescue Respenses 1668.0 1,725 1,736 1,736 1,806 2,034 2,071 1,490 2,316 2,469
Emergency Responses 2,149 2,211 2,197 2,195 2,265 2,552 2939 1,549 2849 3,135
Fires Extinguished 63 78 75 25 28 26 18 18 52 1
Reluse Collection
Refuse Coflected {tons) 6,586 6,074 6,000 4,231 5,465 5,455 4,664 4,661 4,041 3,857
Recyclables (tons] 875 a41 763 514 428 434 216 219 265 220
Public Works
Street Resurfacing (miles) 36 49 7 2.1 2.1 09 21 1.8 1.5 1.52
Cold/Hot Patch Repair (tons) 2128 164.0 124.5 174.0 174.0 135.0 152.0 154.0 157.0 135.0
Parks and Recreation
Athlelic Field Permits Issued 164 91 110 77 1014* 1,766 2,002 1,869 * *
Program Panrlicipants 25,834 26,967 26,185 26,778 30,237 78,094 79,039 83,647 > *
* Ingludes addition of Litlle League
Public Library
Materials in Collection 93,741 96,540 96,273 95,461 95461 101,379 101,379 103,960 101,363 103,417
Circulation of Materials 81,504 75,013 76,895 82 501 82,501 92,987 90,893 84345 80,602 71,569
Public Computer Sessions 14.677 17,410 25,048 27,036 30,082 28,001 19,176 23,219
Water
New Connedions 13 13 ] 5 -25 4 4 4 6 6
Water Main Breaks 16 25 32 a8 34 34 15 25 22 21
Average Daily Consumption 3.27Q 3,156 3,598 3,459 2,849 2,685 2,685 2473 3,581 3,115
{thousands of gallons)
Peak Daily Consumgption 5,026 6,690 7.664 4,588 4 588 4,013 4,013 4 444 4,226 4,617
{thousands of galions)
Wastewater
Average Daily Sewage Treatment 4,932 5,001 5,273 5,776 5,300 4,000 4,000 4,400 4,980 5521
{thousands of gallons)
Transit
Tetal Route Miles 162,777 146,413 144,291 144,900 145,041 131,987 120,108 125,068 133,347 129,813
Passengers 94,531 80,244 81,063 81,365 81,444 73,762 73,762 76,808 77.810 77,361

Note: 33% Fare incr. - July ‘05

* Recreation department has baen closed and numbers are not avaiiable
Sources: Various Departments
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FUNCTION/PROGRAM

Police Department
Stations
Patrol Vehicles
Motorcydes

Fire Depariment
Stations
Emergency Vehicles
Hydrants {Public/Private)

Public Works
Streets {miles)
Highways (miles)
Bridges
Streetlights
Traflic Signals
Parking Spaces

Parks and Recreation
Acreage
Playgrounds
Baseball Diamonds
Soccer Fields
Community Centers

Water
Water Mains (miles)
Customers
Storage Capacity
(thousands of gallons)
Average Pumpage
(gallons/day)

Waste Water
Sanitary Sewers {miles)
Storm Sewers {miles}
Treatment Capacity
{gallons/day)

Transit
Minibuses

FY2004-05 FY2005-06 FY2006-07 FY2007-08 FY2008-09 FY2009-10

CITY OF ADRIAN
CAPITAL ASSET STATISTICS BY FUNCTION/PROGRAM
LAST TEN FISCAL YEARS

781
43.5
40.2
874

26
814

674

10

93.00
6,652
2,500

3,600,000

80.42
50.15

855

43.5

40.2
9.0
ar4
26
814

93.00
6,652
2,500

3,600,000

80.42
50.15

136.00
6,652
2,500

3,600,000

83.28
50.15

930

45.96
27.08
9.0
a7

814

G674

10

137 .44
6,432
2,500

3.100.000

83.26
50.15

137 .44
6,432
2,500

3,100,000

83.26
50.15

137.44
5,269
2,500

3,000,000

85
50.15

EXHIBIT F-3

10,000,000 10,000,000 10,000,000 10,000,000 10,000,000 10,000,000 10,000,000 10,000,000 10,000,000

Sources: Various Departments
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FY2010-11 FY2011-12 FY2012-13 FY2013.14
1 1 1 1
14 14 14 13
1 0 0 0
1 1 1 1
7 7 7 7
930 930 930 930
4476 44.76 44.15 44.15
28.77 28.77 29.38 29.38
9.0 9.0 9.00 9
876 876 1,019 8§69
22 22 21 21
790 790 805 905
674 674 674 674
6 8 6 6
10 10 10 10
5 5 5 5
1 1 1 1
137.44 137.44 98.00 137.44
5,888 5,868 6,013 6,109
2,500 2,500 2,500 2,500
3,000,000 3,000,000 2,690,000 2,392,000
85 85 85 85
50.15 50.15 50.15 50.15
10,000,000
7 7 7 7



