Michigan Department of Treasury

496 (02/06)

Auditing Procedures Report .

Issued under P.A, 2 of 1968, as amended and P.A. 71 of 1919, as amended.
Local Unit of Govemment Type Local Unit Name ’ jw
Clcounty  [dcCity ([ITwp [Ivillage  (XlOther | FLINT CITY DDA GENESEE
Fiscal Year End Opinion Date Date Audit Report Submitted to State
6/30/2007 9/198/2007

We affirm that:

We are certified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations).
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o o

10.

11.
12.
13.

14,
18.
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X X
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Check each applicable box below. (See instructions for further detail.)

All required component units/funds/agencies of the focal unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assets
(P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not viclated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds deposits/investments that comply with statutory requirements.

The local unit has no iflegal or unauthorized expenditures that came to our attention as defined in the Bulletin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezziement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The locat unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as medified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

The board or council approves all invoices prior to payment as required by charter or statute.
To our knowledge, bank reconciliations that were reviewed were performed timely.

If a local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address{es), and a
description(s) of the authority and/or commission.

I, the undersigned, certify that this statement is complete and accurate in all respects.

fWe have enclosed the following: Enclosed | Not Required (enter a brief justification)

Financial Statements

The letter of Comments and Recommendations

Other (Describe) l:'
Certified Public Accountant (Firm Name) Telephone Number
TAYLOR & MORGAN, PC 810-230-8200

Street Address

G—2§02 STONEBRIDGE DRIYE FLINT Mi 48532

City State Zip

7

y it

uthbrizing CPA Signature ! Printed Name License Number
/ 7 . LAWRENCE GAWTHROP 1101025859
- (
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Mayor Don Williamson
Louis Hawkins
Barbara Veasley
Harry Blecker

Inez Brown

Loyst Fletcher

Bob Kittle

Deborah Pascoe

Ken Pierpointe

Doris Thomas

David White

Flint Downtown Development Authority
June 30, 2007

Board of Directors

Chairman
Treasurer

Secretary
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Certified Public Accountants
INDEPENDENT AUDITORS' REPORT

September 19, 2007

Board of Directors
Flint Downtown Development Authority
Flint, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the Flint Downtown Development Authority
(Authority}, a component unit of the City of Flint, Michigan, as of and for the year ended June 30, 2007 which
collectively comprise the Authority's basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the Authority’s management. Our responsibility is to express an opinion 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.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amount and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our 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, each major fund, and the aggregate remaining fund
information of the Flint Downtown Development Authority as of June 30, 2007 and the respective changes in financial

position and cash flows, where applicable, for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

The Management's Discussion and Analysis and the Schedule of Revenues, Expenditures, and Changes in Fund
Balance — Budget and Actual — General Fund are not required parts of the basic financial statements, but are
supplementary information the Governmental Accounting Standards Board requires. We applied limited procedures,
consisting priricipally of inquiries of management regarding the methods of measurement and presentation of the
required supplementary information. However, we did not audit the information and express no opinion thereon.

Sincerely,

Jalows Mogax, fo_

TAYLOR & MORGAN, P.C.
Certified Public Accountants

G-2302 STONEBRIDGE DRIVE, BUILDING D, FLINT, MICHIGAN 48532
(810) 230-8200 1 FAX# (810) 230-8203
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Flint Downtown Development Authority
Management'’s Discussion and Analysis

This section of the Authority’s annual financial report presents our discussion and analysis of the
Authority’s financial performance during the fiscal year that ended on June 30, 2007. Please read it in
conjunction with the Authority’s financial statements, which follow this section.

Governmental Accounting Standards Board Statement No. 34

In accordance with Governmental Accounting Standards Board Statement No. 34's reporting
requirements we have prepared this letter, which should provide a comparative analysis between the
current year and prior year financial information. The following information presents a comparative
analysis of key elements of the total governmental funds and the total enterprise funds.

Financial Highlights

s The Authority's Total Net Assets are $6.1 million

e During the year, the Authority’s expenses totaled $1,201,196 which was more than the
$1,020,683 generated in taxes and other revenues.

e Total net assets decreased $180,513 during 2007.

s General fund revenues and other sources exceeded expenditures by $16,495.

Overview of the Financial Statements

This annual report consists of three parts — management’s discussion and analysis (this section), the
basic financial statements, and required supplementary information. The basic financial statements
include two kinds of statements that present different views of the Authority:

o The first two statements are government-wide financial statements that provide both long-term
and short-term information about the Authority’s overall financial status.
¢ The remaining statements are fund financial statements that focus on individual parts of the
Authority government, reporting the Authority's operations in more detail than the government-
wide statements.
% The governmental fund statements tell how general government services like community
development were financed in the short-term as well as what remains for future spending
% Proprietary fund statements offer short and long-term financial information about the
parking system that the government operates like a business.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of required
supplementary information that further explains and supports the information in the financial statements.

The remainder of this overview section of management's discussion and analysis explains the structure
and contents of each of the statements.



tretererernrepeenpen e ererererernrer e eren e eyl

Government-wide Statements

The government-wide statements report information about the Authority as a whole using accounting
methods similar to those used by private-sector companies. The statement of net assets includes all of
the government’s assets and liabilities. All of the current year's revenues and expenses are accounted
for in the statement of activities regardless of when cash is received or paid.

The two government-wide statements report the Authority’s net assets and how they have changed. Net
assets — the difference between the Authority’s assets and liabilities — are one way to measure the
Authority’'s financial health or position.

e Over time, increases or decreases in the Authority's net assets are an indicator of whether its
financial health is improving or deteriorating, respectively.

¢ To asses the overall health of the Authority you need to consider additional non-financial factors
such as changes in the Authority’s property tax base.

The govemment-wide financial statements of the Authority are divided into two categories:

o Governmental activities — Most of the Authority’s basic services are included here, such as
community development and general administration. Property taxes and state and federal grants
finance most of these activities.

¢ Business-type activities — the Authority charges fees to customers to help it cover the costs of
certain services it provides. The Authority's parking facilities are included here.

Fund Financial Statements

The fund financial statements provide more detailed information about the Authority’s most significant
funds — not the Authority as a whole. Funds are accounting devices that the Authority uses to keep track
of specific sources of funding and spending for particular purposes.

e Some funds are required by State law.
e The Authority's Board establishes other funds to control and manage money for particular
purposes or to show that it is properly using restricted grants.

The Authority has two kinds of funds:

o Govemmental funds ~ Most of the Authority’s basic services are included in the two governmental
funds, which focus on (1) how cash and other financial assets that can readily be converted to
cash flow in and out, and (2) the balances left at year-end that are available for spending.
Consequently, the governmental fund statements provide a detailed short-term view that helps
you determine whether there are more or fewer financial resources that can be spent in the near
future to finance the Authority’s programs. Because this information does not encompass the
additional long-term focus of the government-wide statements, we provide additional information
on the statements or subsequent page that explains the relationship (or differences) between the
two sets of statements.

e Proprietary Funds — Services for which the Authority charges customers a fee are generally
reported in proprietary funds. Proprietary funds, fike the government-wide statements, provide
both long and short-term financial information.
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Financial Analysis of the Authority as a Whole
Changes in Net Assets

The Authority's combined net assets are $6.1 million. In comparison, last year net assets were $6.3
million, a decrease of $ .2 million. Of this decrease, depreciation expense was approximately $146,000.

Governmental Activities

Total revenues were $239,948 and the total expenditures and operating transfers were $256,443,
resulting in a fund balance decrease of $16,495.

Business Type Activities

Parking revenue decreased to $565,537 for the year ended 2007, compared to $584,611 for the same
period ended in 2006. This was attributable, in part, to a decrease in the hours of operation of the
surface lot attendant.

Operating expenses decreased to $944,579 compared with 1,020,744 for the same period ended in
2006, Of these amounts depreciation totaled $146,174 and 227,421, respectively.

Overall, the parking fund incurred an operating loss of $163,844 compared to a loss of $234,935 for the
same period ended in 2006.

Financial Analysis of the Authority’s Funds

At the end of the fiscal year, the Authority's combined Governmental Fund balances decreased $16,945
and totaled $454,663.

General Fund Budgetary Highlights
Variances between the final amended budget and actual results consisted of the following:
Revenues were less than budgeted in tax collections in both the initial and final amendments.

The expenditure variance in total was approximately 3% of actual expenses,

Capital Assets

At June 30, 2007, the Authority had $5.9 million invested in capital assets, net of accumulated
depreciation. There were $34,711 in additions and no disposals of fixed assets in the current year, and
the recording and presentation of these assets are in conformity with the standards promulgated by the
Governmental Accounting Standards Board (GASB).
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Economic Factors

The unemployment rate for the City of Flint remained fairly constant as did that of Genesee County. The
inflation rate and the “Headlee” millage reduction fraction formula remained unchanged from the prior
year. These values, along with the taxable value of the properties within the City limits determine the
anticipated property tax revenues.

Contacting the Authority’s Financial Administration

Any questions concerning this report, as well as the need for additional financial information should be
directed to the following:

Lawrence P. Ford
Flint Downtown Development Authority
412 South Saginaw Street
Flint, Ml 48502
(810) 767-2297
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Flint Downtown Development Authority
Statement of Net Assets

June 30, 2007

Governmental Business-Type
Activities Activities Total
Assets
Cash and cash equivalents $ 379,787 $ 700 $ 380,487
Accounts receivable - 9,356 9,356
Due from other funds 85,896 - 85,896
Non-current loan receivable 767,837 - 767,837
Capital assets (net of accumulated depreciation) 34 5,916,278 5,916,312
Total Assets 1,233,554 5,026,334 7,159,888
Liabilities
Accounts payable - 3,012 3,012
Accrued liabilities 11,020 - 11,020
Deposits payable - 15,825 15,825
Unearned revenue - 6,977 6,977
Due to other funds - 85,896 85,806
Non-current loan payable 767,837 106,519 874,356
Total Liabilities 778,857 218,229 997,086
Net Assets
Invested in capital assets, net of related debt 34 5,916,278 5,916,312
Restricted for capital improvements - 10,570 10,570
Unrestricted 454,663 (218,743) 235,920
Total Net Assets $ 454 697 $ 5,708,105 $ 6,162,802
See notes to financial statements 6
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Flint Downtown Development Authority
Balance Sheet
Governmental Funds
June 30, 2007

Total
Governmental
General Funds
Assets
Cash and cash equivalents $ 379,787 $ 379,787
Due from other funds 85,896 85,896
Non-current loan receivable 767,837 767,837
Total Assets $ 1,233,520 $ 1,233,520
Liabilities and Fund Balance
Liabilities:
Accrued liabilities $ 11,020 $ 11,020
Non-current loan payable 767,837 767,837
Total Liabilities 778,857 778,857
Fund balances:
Unreserved - undesignated 454 663 454 663
Total Liabilities and
Fund Balances $ 1,233,520 $ 1,233,520
Amounts reported for governmental activities in the statement of net assets are
different because: .
Fund Balance Unreserved-undesignated {from above) $ 454663
Long-term assets are not available to pay for current period expenditures and,
therefore, are not reported in the funds. 767,837
Long-term liabilities, including long-term notes payable, are not due and payable
in the current period and, therefore, are not reported in the funds. (767,837)
Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the funds. 34
Net assets of governmental activities $ 454,697

See notes to financial statements 8
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Total
Governmental
General Funds
Revenues:
Property taxes $ 54,040 $ 54,040
Parking administrative fees 169,895 169,895
Interest 16,013 16,013
Total Revenues 239,948 239,948
Expenditures:
Development administration 256,443 256,443
Total Expenditures 256,443 256,443
Excess of revenues over expenditures
(16,495) (16,495)
Excess of revenues over expenditures (16,495) (16,495)
Fund balance - beginning of year 471,158 471,158
Fund balance - end of year $ 454663 $ 454,663

See notes to financial statements
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Flint Downtown Development Authority
Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
For the Year Ended June 30, 2007

Amounts reported for govemmental activities in the statement of activities are

different because:

Net change in fund balances $ (16,495)
Governmental funds report capital outlay as expenditures; however,

in the statement of activities, the costs of these assets are allocated
over their useful lives and reported as depreciation expense. This is

the amount by which depreciation expense exceeds capital outlays. 174
Change in net assets of governmental activities $ _ (16,669)
Ses notes (o financial statements 10
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Flint Downtown Development Authority

Statement of Net Assets
Proprietary Funds
June 30, 2007

With Comparative Totals for June 30, 2006

Assets
Current assets
Cash and cash equivalents
Accounts receivable
Due from other funds
Total current assets

Property and equipment - net

Total assets

Liabilities

Current liabilities
Accounts payable
Deposits payable
Due to other funds
Unearned revenue
Total current liabilities

Long-term liabilities
N/P - Amano
Total long-term liabilities
Total liabilities
Net Assets
Invested in capital assets, net of related debt
Restricted for maintenance

Unrestricted

Total net assets

See notes to financial statements

11

Downtown Operaticns

June 30,
2007

3 700
9,356

10,056

5,916,278

5,926,334

3,012
16,825
85,896

6,977

111,710

106,519

106,519

218,229

5,916,278
10,570

§218,743!
$__5.708,105

$

$

June 30,
2006

27,686
33,800
40,367
101,853
5,909,868

6,011,721

14,550
15,525

109,700
139,775

139,775

5,909,868
10,570

(48,491)
5,871,947
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Operating revenues:
Parking revenues
Rental income
Operating grants

Totat operating revenues

Operating expenses:
Accounting services
Contract labor
Contracted services
Depreciation
Administration fees
Insurance
Maintenance and repairs

Gasoline and auto expense

Office expense
Communication
Taxes

Utilities
Miscellaneous

Total operating expenses

Operating loss

Non-operating revenues (expenses):
Grants for capital acquisition

Flint Downtown Development Authority
Statement of Revenues, Expenses,

and Changes in Net Assets

For the Year Ended June 30, 2007
With Comparative Totals for the Year Ended June 30, 2006

Downtown Qperations

June 30,
2007

$ 565,537
2,025

213,173

780,735

19,530
288,794
1,592
146,174
169,895
37,394
166,157
35,161
3,881
1,369
7,495
63,641
3,494

944,577

(163,842)

Total non-operating revenues(expenses) -

Change in net assets
Net assets - beginning of year

Net assets - end of year

See notes to financial statements

(163,842)
5,871,947

$__5708,105_

12

June 30,
2006

584,611
1,125

200,073

785,809

18,095
323,257
12,069
227,421
172,557
40,445
142,158
26,046
3,345
4,644

47,247

3,460

__ 1020744

(234,935)

32,700

32,700

(202,235)

6,074,182

5,871,947
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Flint Downtown Development Authority

Statement of Cash Flows
Proprietary Funds
For the Year Ended June 30, 2007
With Comparative Totals for the Year Ended June 30, 2006

Cash flows from operating activities:
Receipts from customers
Receipts from operating grants
Payments to vendors
Payments for interfund services

Cash flows from investing activities:
Purchase of new capital assets

Cash flows from noncapital financing
activities:
Receipts from grantors for capital acquisitions

Cash flows from capital financing
activities:
Payments on note payable

Net increase/(decrease) in cash and cash equivalents
Cash and equivalents - beginning of year
Cash and cash equivalents - end of year

Reconciliation of operating loss to net cash
used in operating activities

Operating loss
Adjustments to reconcile operating loss to
net cash provided by operating activities:
Depreciation
Changes in operating assets and liabilities:
Accounts receivable
Due from/({to) other funds
Accounts payable
Deposits payable
Deferred revenue

Total adjustments

Net cash provided/(used) by
operating activities

See notes to financial statements

June 30,
2007

$ 592,306

110,450
(640,044)

(43,632)
19,080

(34,713)

(11,353)

(26,986)
27,686

$____ 700

$ (163,842)

146,174
24,444
126,265

(11,538)
300

(102,723)
182,922

§__ 19,080

13

June 30,
2006

$ 585,736

200,073
(582,607)

(172,657)
30,645

(38,159)

32,700

25,186
2,500

$ 27,686

$  (234,935)

227,421

(33,800)
19,057
690
325
51,887

265,580

$ 30,645
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Flint Downtown Development Authority
Notes to Financial Statements
June 30, 2007

Summary of significant accounting policies

The Flint Downtown Development Authority (Authority) was incorporated in 1977 and is located in Genesee
County, Michigan. The purposes for which the Authority was organized are as follows: to act as a downtown
development authority in accordance with Act 197 of the Public Acts of 1975, as such statute may from time to
time be amended; including particularly to correct and prevent deterioration in the downtown district; to encourage
historical preservation; to create and implement development plans in the district; and to encourage the
expansion of commercial enterprises in the downtown district.

The accounting policies of the Autherity conform to accounting principles generally accepted in the United States
of America as applicable to governmental units. The following is a summary of the more significant policies:

A Reporting entity:

The accompanying financial statements are exclusive presentations of the financial condition and results
of operations of the Flint Downtown Development Authority (Authority) and its component units, entities
for which the Authority is considered to be financially accountable. The Authority itself is considered a
“component unit® of the City of Flint's govermmental operation. As a result, industry standards require the
City to include the financial activities of the Authority in the City’s financial statements. The financial
statements of the City of Flint are available for public inspection at City Hall. Currently, the Authority has
no component units based on the criteria of the Government Accounting Standards Board Statement #14.

B. Government-wide and fund financial statements:

The government-wide financial statements (i.e., the statement of net assets and the statement of changes
in net assets) report information on all of the nenfiduciary activities of the primary government and its
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 intergovemmental
revenues, are reported separately from business-type activities, which rely to a significant extent on fees
and charges for support.

The statement of activities 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 identifiable 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 and proprietary funds. Major
individual govemmental 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 financial statements. Revenues
are recorded when eamed and expenses are recorded when a liability is incurred, regardiess 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.

14
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Flint Downtown Development Authority
Notes to Financial Statements
June 30, 2007

Sumemary of significant accounting policies — (continued)

C.

Measurement focus, basis of accounting, and financial statement presentation: - (continued)

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 available if they are collected within 60 days of the end of the
current fiscal penod. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to compensated
absences and claims and judgments, are recorded only when payment is due.

Property taxes and grant revenue associated with the current fiscal period are all considered to be
susceptible to accrual and so have been recognized as revenue of the current fiscal period.

The government reports the following major govemmental funds:

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

The government reports the following major proprietary fund:

The Downtown Operations Fund accounts for the operation of several parking faciiities in the
downtown area.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989 generally
are followed in both the government-wide and proprietary fund financial statements to the extent that
those standards do not conflict with guidance of the Governmental Accounting Standards Board. The
government has elected not to follow private-sector guidance issued after November 30, 1989 for its
business-type activities.

As a general rule, the effect of interfund activity has been eliminated from the govemment-wide financial
statements. Exceptions to this general rule are administrative charges paid by the Enterprise Funds for
services provided by the General Fund. Elimination of these charges wouid distort the direct costs and
program revenues reported for the various functions concerned.

Measurement focus, basis of accounting, and financial statement presentation: - (continued)

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

Proprietary funds distinguish operating revenues and expenses from non-operating 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
Authority proprietary funds relate to charges to customers for parking space rentals. Operating expenses
for proprietary funds include the cost of services, operating and administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported as
non-operating revenues and expenses.
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Flint Downtown Development Authority
Notes to Financial Statements
June 30, 2007

Summary of significant accounting policies — (continued)

D.

Assets, liabilities, and net assets or equity:

Cash and investments:

Cash and cash equivalents include amounts in demand deposits, sweep accounts, and cerificate
of deposits with original maturities less than 180 days. The Authority reports its investments in
accordance with Governmental Accounting Standards Board (GASB) Statement No. 31,
Accounting and Financial Reporting for Certain Investments and for External investment Pools
and No. 40 Deposits and Investment Risk Disclosures. Under these standards, certain
investments are valued at fair values when quoted market prices are not available. The
standards also provide that certain investments are valued at cost (or amortized cost) when they
are of a short-term duration, the rate of return is fixed, and the Authority intends to hold the
investment until maturity. Accordingly, investments in banker acceptances and commercial paper
are recorded at amortized cost.

State statutes authorize the Authority to invest in bonds and other direct and cerfain indirect
obligations of the U.S. Treasury, certificates of deposit, savings accounts, deposit accounts, or
depository receipts of a bank, savings and loan association, or credit union, which is a member of
the Federal Deposit Insurance Corporation (FDIC), Federal Savings and Loan Insurance
Corporation (FSLIC), or National Credit Union Administration (NCUA), respectively; in cormmercial
paper rated at the time of purchase within the three highest classifications established by no iess
than two standard rating services and which matures not more than 270 days after the date of
purchase. The Authority is also authorized to invest in U.S. Govemment or federal agency
obligation repurchase agreements, bankers’ acceptance of U.S. banks, and mutual funds
composed of investments outlined above.

Receivables and payables:

In general, outstanding balances between funds are reported as “due to/from other funds.” Any
residual balances outstanding between the govemmental activities and the business-type
activities are reporied in the government-wide financial statements as “internal balances.”

Trade and property tax receivables are shown net of an aflowance for uncollectible amounts, as
applicable. Property taxes are levied on each July 1 on the taxable valuation of property as of the
preceding December 31. Taxes are considered delinquent on March 1 of the following year, at
which time penalties and interest are assessed.

Capital assets:

Capital assets, which include property, plant, and equipment, are reported in the applicable
governmental or business-type activities column in the government-wide financial statements.
Capital assets are defined by the government as assets with an initial individual cost of more than
$500 and an estimated useful life in excess of two years. Such assets are recorded at historical
cost or estimated historical costs if purchased or constructed. Donated capital assets are
recorded at estimated fair market value at the date of donation.

Property, plant, and equipment, is depreciated using the straight-line method over the following
useful lives:

Land improvements 5 to 24 years

Parking facility equipment 5 to 10 years

Vehicles 3to 5 years

Office equipment 5to 7 years

Computer equipment 5to 7 years
16
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1.

Flint Downtown Development Authority
Notes to Financial Statements
June 30, 2007

Summary of significant accounting policies — (continued)

D.

Assets, liabilities, and net assets or equity: - (continued)

Compensation absences (vacation and sick leave):

It is the Authority’s policy to permit employees to accumulate earned but unused sick and
vacation pay benefits. All sick and vacation pay is accrued when incurred in the government-
wide and proprietary fund financial statements. A liability for these amounts is reported in
governmental funds only for employee terminations as of year end. The unpaid sick and vacation
at June 30, 2007 was $-0-, as no current employees are eligible for such payments.

Long-term obligations:

In the government-wide financial statements and proprietary fund financial statements, long-term
debt and other long-term obligations are reported as liabilities in the statements of net assets.

Restricted net assets:

The Authority Board designated that certain parking revenues be set aside for maintenance.
These amounts have been classified as restricted net assets.

Fund equity:

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for use
for a specific purpose. Designations of fund balance represent tentative management plans that
are subject to change. There are no reservations or designations of fund balance at June 30,
2007.

Budgetary data:

The Authority follows these procedures in establishing the budgetary data reflected in the financial
statements:

1.

Prior to June 30, the director submits to the board a proposed operating budget for the fiscal year
commencing the following July 1. The operating budget includes proposed expenditures and the
means of financing them for the General Fund. A Special Revenue Fund budget was not
adopted for the year ended June 30, 2007 due to all activity being funded completely from State
grants.

Prior to June 30, the budget is legally enacted on a total fund basis for the General Fund.

The director is authorized to transfer budgeted amounts within the fund appropriation accounts,
however, any revisions that alter the total expenditures of the General Fund must be approved by
the board.

Formal budgetary integration is employed as a management control device during the year for the
General Fund. Also, the budget was adopted on a basis consistent with generaily accepted
accounting principles.

Budget appropriations lapse at year end except for approved contracts.
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1.

Flint Downtown Development Authority
Notes to Financial Statements
June 30, 2007

Summary of significant accounting policies — (continued)

F.

Property taxes:

Property taxes are levied each July 1, on the taxable value determined as of December 31 of the
preceding year for all taxable real and personal property located in the Downtown Development Authority
District. Assessed values are established annually and equalized by the state at an estimated 50% of
current market value. The Authority is permitted by state law to levy up to $2.00 (2 mills) per $1,000 of
taxable valuation for deveiopment of the downtown district. For the year ended June 30, 2007, the DDA
levied 1.9984 mills. Taxes are collected by the City of Flint in three equal installments on July 31,
October 31, and February 28, following the levy date and remitted to the Authority. Authority property tax
revenues are recognized as revenues in the fiscal year levied to the extent that they are measurable and
available.

Deposits and investments

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment, Investments held for longer periods are subject to increased risk of adverse interest rate
changes. The Authority's policy provides that to the extent practicable, investments are matched with
anticipated cash flows. Investmenis are diversified to minimize the risk of loss resulting from over-
concentration of assets in a specific maturity period, a single issuer, or an individual class of securities
and are invested primarily in shorter-term securities, liquid asset funds, money market mutual funds, or
similar investment pools.

Concentration of credit risk is the risk of loss attributed to the magnitude of the Authority's investment in a
single issuer. Cumulatively, portfolios of the Authority may not be invested in any given financial
institution in excess of 5% of such institution’s total assets. Additionally, no more than 5% of the total City
portfolio may be placed with any single financial institution with the exception of repurchase agreements.
U.S. government securities and 2a7-like investment pools are excluded from these restrictions.

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations.
State law limits this exposure by mandating that the Authority’s investments in commercial paper and
corporate bonds be limited to those with a prime rating or better issued by nationally recognized statistical
rating organizations (NRSROs).

Custodial credit risk for deposits is the risk that in the event of a bank failure, the Authority's deposits may
not be returned or the Authority wilt not be able to recover collateral securities, if any, in the possession of
an outside party. At June 30, 2007, the Authority had $302,646 of its deposit balances uninsured and
uncollateralized.

Custodial credit risk for investments is the risk that in the event of the failure of the counterparty, the
Autherity will not be able to recover the value of its investrnents or collateral securities that are in the
possession of an outside party. This risk is minimized by the Authoerity through limiting investments to
those of a prime or better rating and pre-qualifying the financial institutions, brokers/dealers,
intermediaries, and advisors.

Foreigri currency risk is the risk that changes in exchange rates will adversely affect the fair value of an
investment. The Authority is not authorized to invest in investments that would be subject to this type of
risk.
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Flint Downtown Development Authority
Notes to Financial Statements
June 30, 2007

Receivables
Receivables as of June 30, 2007 for the Authority's individual funds are as follows:

General
Fund
Loan receivable $767.837

The land contract of $75,759 is fully reserved.
There is no additional allowance for uncollectible accounts, as all amounts are considered collectible.

Non-current loan receivable:
The Authority entered into an $800,000 loan agreement with Uptown Reinvestment Corporation, a
Michigan-based nonprofit organization, in July 2001. The loan bears interest at 6% per annum
commencing April 1, 2004. Loan payments, including interest are payable to the Authority in equal
$23,500 quarterly instaliments commencing April 1, 2004. The loan matures Aprl 1, 2014. A total of
$767,837 has been loaned to date. The funds to make the loan were obtained from monies borrowed
from the City of Flint (see Note 6).

Govemmental funds report deferred revenue in connection with receivables for revenue that are not considered to
be available to liquidate liabilities of the current period. Governmental funds also defer revenue recognition in
connection with resources that have been received but not yet earned. As of June 30, 2007 there was $6,977 of
deferred revenue for prepaid monthly parking.

Interfund receivables and payables

Individual fund receivable and payabie balances at June 30, 2007, were:

Interfund Interfund
Fund Receivables Payables
General Fund;
Due to Proprietary Fund  $ $ 85,896
Propnetary Fund
Due from General Fund 85,896
$ 85896 $ 85,896

Capital assets

Capital asset activities of the Authority for the current year were as follows:

Beginning Ending
Balance Increases Decreases Balance
Govermnmental Activities:

Capital assets being depreciated:
Office furniture and equipment $ 47186 3 $ $ 47,186
Less accumulated depreciation for:

Office furniture and equipment
46,978 174 47,152

Governmental type activities capital:
Total capital assets, net of depreciation  § 208 $ (174) $ $ 34
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5.

Flint Downtown Development Authority
Notes to Financial Statements

June 30, 2007

Capital assets — (continued)

Beginning Ending
Balance Increases Decreases Balance
Business type activities:
Capital assets not being depreciated:
Land $ 5,498,512 § $ 5,498,512
Capital assets being depreciated:
Building and equipment 298,411 152,564 450,995
Leasehold improvements 5,519,160 5,519,160
Land improvements 1,457,327 1,457,327
Total Capital assets
being depreciated 7,274,898 152,584 7,427,482
Less accumulated depreciation for:
Building and equipment 230,882 29,742 260,624
Leasehold improvements 5,220,334 86,432 5,306,766
Land improvements 1,412,326 30,000 1,442,326
Subtotal 6,863,542 146,174 7,009,716
Business type activities capital:
Total capital assets, net of depreciaton $ 5,909,868 $ 6,410 3 5916,278

Depreciation expense was charged to programs of the Authority as follows:

Governmental activities:
Development administration $

Total governmental activities $
Business type activities:

Parking $ 14

-
B R
E Y
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Total business type activities $ 146174

Long-term loan payable

In July 2001, the Authority obtained a $767,837 loan from the City of Flint (City). In accordance with the loan
agreement, the Authority loaned the City of Flint's MDEC Core Communities Fund Program funds to Uptown
Reinvestment Corporation for the purpose of financing property acquisition under a local economic development
project The loan bears interest at the rate of 6% per annum commencing April 1, 2004. Loan payments
including interest, are payable in equal $23,500 quarterly installments commencing April 1, 2004, The loan
matures April 1, 2014. The principal amount due to the City may be reduced based on the amount of third party
private investment generated as a resuit of funded development. Principal of $266,667 will be forgiven for each
$1,000,000 of private investment in excess of $4,900,000. The debt is recorded as a long-term loan payable in

the General Fund.
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Flint Downtown Development Authority
Notes to Financial Statements
June 30, 2007

Long-term loan payable — {(continued)

In December 2003, URC received a letter of approval for an amendment to their original financing agreement
extending the completion of projects to March 31, 2006 and defers interest through this date. Beginning on April
1, 2006 interest will accrue at 6% per annum and payments of principal and interest are required gquarterly
through April 1, 2018 at amounts sufficient to fully retire the debt.

The amendment also lowered the “threshold” amount for the credits to $3,000,000 with the remaining terms
constant.

Year Ended Governmental Activities
June 30 Principal interest
2007 43,783 44,000
2008 46,483 41,299
2009 49,350 38,432
2010 52,394 35,389
2011 55,626 32,157
2012-2016 334,025 104,890
2017-2018 164,231 11,335
Total $ 745892 $ _307,502

In 2006, the Michigan Economic Development Corporation granted an extension on the fulfillment of the
requirements of the grant. The terms remain the same as the amended agreement and expire on April 1, 2008.

See related long-term note receivable arrangement as described in Note 3.
Risk management

The Authority has purchased insurance coverage through various policies for general liability on Authority
property including off-site parking lots. The Authority also has an umbrella policy and also one for worker's
compensation.

The premiums are paid by the General Fund and the Parking Proprietary Fund and are recorded as

expenditures/expenses as incurred. There has been no significant reduction in insurance coverage from the prior

year. Settlements have not exceeded insurance coverage during the last three fiscal years.

Contingent liabilities

A Claims:
There are several pending injury claims in which the Authority is involved. The Authority’s attorney
estimates that the claims against the Authority not covered by insurance resulting from litigation would not
materially affect the operations or financial condition of the Autharity.

B. State Grants:

The Authority participates in state assisted grant programs. The programs are subject to compliance
audits. The amount, if any, of expenditures which may be disallowed by the grantor agencies cannot be
determined at this time, although management expects such amounts, if any, to be immaterial.
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10.

Flint Downtown Development Authority
Notes to Financial Statements
June 30, 2007

Leases

The Authority leases two Ford Expeditions. The leases are payable over 36 months beginning February 2006.
The lease expense for the years ended June 30, 2007 and June 30, 2006 was $17,351 and $5,784 respectively.
The Authority also leases a 4 x 4 Gator and 300X Loader from John Deere, The lease is payaple over 36 months
beginning August 2005. The lease expense for the years ended June 30, 2007 and June 30, 2006 was $7,788
and $6,522 respectively. The minimum future payments required under the operating leases at June 30, 2007
are as follows:

June 30, Total Amount
2008 $ 25,139
2009 12,866

$ 38,0056

Capital Lease

In February 2007, the Authority financed the purchase of parking equipment from Amano Business Credit. The
monthly payments under this agreement are $4,067 for 36 months. The minimum future payments required
under the operating leases at June 30, 2007 are as follows:

June 30, Total Amount
2008 $ 48,799
2009 48,799
2010 _40.666
$ 138,264
22
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Flint Downtown Development Authority
General Fund
Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
For the Year Ended June 30, 2007

Vanance-
Budget Favorable
Onginal Amended Actual ~ {Unfavorable}
Revenues:
Taxes $ 55,000 $ 64,000 $ 54,040 $ (9,960)
Parking administrative fees 175,268 168,000 169,895 1,895
Interest 15,032 16,000 16,013 13
Total Revenues 245,300 248,000 239,948 (8,052)
Expenditures:
Development administration:
Salaries, wages and deferred
compensation 120,000 135,000 130,235 4,765
Fringe benefits and payroll taxes 36,500 33,000 39,328 (6,328)
Accounting and audit 8,000 8,600 8,370 230
Office supplies 6,500 6,300 5617 683
Legat counsel 7.000 10,000 17,380 (7,380)
Insurance and bonds 10,000 9,000 13.221 {4,221)
Dues and subscriptions 700 500 315 185
Meetings 500 500 - 500
Bank charges 2,000 2,200 2,101 09
Utilities 7,000 9,500 8,448 1,052
Repairs and maintenance 5,500 4,500 2,673 1,827
Rent 12,900 12,900 12,900 -
Contract services 27,700 15,500 15,500 -
Miscellaneous 1,000 500 355 145
Total expenditures 245,300 248,000 256,443 (8,443)
Excess (deficiency) of revenues
over expenditures - - (16,495) {16,495)
Excess (deficiency) of revenues :
over expenditures - - {16,495) (16,495)
Fund balance - beginning of year 443,765 443,765 443,765 -
Fund balance - end of year $ 443,765 3 443,765 $ 427,270 $  (16495)
23
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Certified Public Accountants

November 19, 2007

To the Board of Directors of
City of Flint, Downtown Development Authority

We have audited the basic financial statements of City of Flint, DDA (the Authority) for the year ended
June 30, 2007, and have issued our report thereon dated September 19, 2007. Professional standards
require that we provide you with the following information related to our audit.

Our responsibility under Generally Accepted Audited Standards

As stated in our engagement letter dated July 24, 2007, our responsibility, as described by professional
standards, is to plan and perform our audit to obtain reasonable, but not absolute, assurance that the
basic financial statements are free of material misstatement and are fairly presented in accordance with
accounting principles generally accepted in the United States of America. Because of the concept of
reasonable assurance and because we did not perform a detailed examination of all transactions, there is
a risk that material errors, irregularities, or illegal acts, including fraud and defalcations, may exist and not
be detected by us.

As part of our audit, we made a study and evaluation of the plan's system of internal accounting control to
the extent we considered necessary solely to determine the nature, timing and extent of our auditing
procedures. Our study and evaluation was more limited than would be necessary to express an opinion
on the system of internal accounting control taken as a whole, and accordingly do not express such an
opinion.

Internal Control over Financial Reporting

in planning and performing our audit, we considered the Authority's internal contro! over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
basic financial statements and do not provide assurance on the internal control over financial reporting.

Our consideration of the internal control over the financial reporting would not necessarily disclose all
matters in the internal control over financial reporting that might be material weaknesses.

A material weakness is a conditicn in which the design or operation of one or more of the internal control
components does not reduce to a relatively iow level the risk that misstaternents in amounts that would be
material in relation to the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions.

We noted no matters involving the internal control over financial reporting and its operation that we
consider to be material weaknesses.

G-2302 STONEBRIDGE DRIVE, BUILDING D, FLINT, MICHIGAN 48532
(810} 230-8200 FAX # (810) 230-8203



Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies used by
City of Flint, DDA are described in Note 1 to the financial statements. We noted no transactions entered
into by the Authority during the year that were both significant and unusual, and of which, under
professional standards, we are required to inform you, or transactions for which there is a lack of
authoritative guidance or consensus.

Significant Audit Adjustments

For purposes of this letter, professional standards define a significant audit adjustment as a proposed
correction of the financial statements that, in our judgment, may not have been detected except through
our auditing procedures. We propcsed no audit adjustments that could, in our judgment, either
individually or in the aggregate, have a significant effect on the Authority's financial reporting process.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter
that could be significant to the financial statements or the auditor's report. We are pleased to report that
no such disagreements arose during the course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on a certain situation. If a censultation involves
application of an accounting principle to the Authority’s financial statements or a determination of the type
of auditor's opinion that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.

Issues Discussed Prior to Retention of iIndependent Auditors

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention of as the City of Flint, DDA's auditors. These
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Difficulties Encountered in Performing the Audit
We encountered no difficulties in dealing with management in performing our audit.

Management Comments and Recommendations

Recordkeeping/Document Retention
As part of our testing of internal controls, we test sample disbursements for a variety of attributes

including proper support documentation. We experienced significant difficuities in obtaining
documentation related to the security contracts. We recommend that additional time and attention be
given to the filing and retention of records to ensure that ail necessary documents are retained and
readily accessible.

Grant Reporting
The accounting records reflected the grant revenue and expenditures separately in the current year,

however, there were misclassifications found. This is a good indicator that no year-end procedures were
performed on these grants (reconciling revenues and expenses by grant). In order to maintain accurate
grant reporting as required by all of the grantors, the DDA needs to implernent a monthly procedure to
verify grant revenues and expenses are being recorded properly.



Budgeting
The DDA overspent its budget by $8,443 which is a violation of the Uniform Budgeting Act. The final

amended budget was understated in the areas of personnel, legal and insurance. We strongly
recommend that the DDA modify its budgeting process to ensure that the expenses are more accurately
projected avoiding State of Michigan budget violations.

Year-End Accounting
In accordance with generally accepted procedures, there are standard year-end closing entries made to

the accounting records to conform with Generally Accepted Accounting Procedures {(GAAP). These
adjustments related to accounts payable, accounts receivable, deferred revenues, and payroll related
accruals, were not made in the current year. These adjustments, when not made, delay us in performing
the audit as some of the balances provided to us are not complete. We recommend that these
procedures be completed in a timely fashion in future years.

This information is intended solely for the use of the Board of Directors of City of Flint, DDA and its
management and should not be used for any other purpose,

\J/axf(otd Mocgan, /&

Taylor & Morgan, P.C., CPA's
Flint, Ml



