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September 24, 2008
To the Honorable Mayor, Members of the City Council and the Citizens of the City of Belding, 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 of the City of Belding for the fiscal year ended June 30, 2008.

This report consists of management's representations concerning the finances of the City of Belding.
Consequently, 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,
management of the City of Belding has established a comprehensive internal control framework that is
designed both to protect the government's assets from loss, theft, or misuse and to compile sufficient
reliable information for the preparation of the City of Belding's financial statements in conformity with
GAAP. Because the cost of internal controls should not cutweigh their benefits, the City of Belding's
comprehensive framework of 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 Belding’s financial statements have been audited by Vredeveld Haefner LLC, a firm of
licensed certified public accountants. The goal of the independent audit was to provide reasonable
assurance that the financial statements of the City of Belding for the fiscal year ended June 3G, 2008, are
free of material misstatement. 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 unqualified opinion on the City of Belding’s financial statements for the fiscal year
ended June 30, 2008. The financial statements are fairly presented in conformity with GAAP. The
independent auditor's report is presented as the first component of the financial section of this report.

GAAP requires that management provide a narrative introduction, overview, and analysis to accompany
the basic financial statements in the form of Management's Discussion and Analysis (MD&A). This letter
of transmittal is designed to complement MD&A and should be read in conjunction with it. The City of
Belding's MD&A can be found immediately following the report of the independent auditors.

Profile of the vaernment

The City, incorporated in 1857, is located in West Michigan about twenty-five miles northeast of Grand
Rapids, Michigan. The City currently has a land area of 4.85 square miles and a popuiation of 5877
based on 2000 census data. The City is empowered to levy a property tax on both real and personal
property located within its boundaries up to a state and charter mandated twenty mills without voter
appraoval,

The City operates under the council-manager form of government. Paolicy making and legislative authority
are vested in the governing council, which consists of a mayor and a four-member council. The City
Council is responsible, among other things, for passing ordinances, adopting the budget, appointing
committees and hiring the City Manager. The City Manager is responsible for carrying out the policies
and ordinances of the City Council, for overseeing the day-to-day operations of the City, and for



appointing the heads of City departments. The council is elected on a non-partisan basis. Council
members are elected to four-year staggered terms with three council members elected one year and two
elected two years later. The council members elect the mayor to a two-year term.

The City provides a full range of municipal services for the public’s health, safety, welfare and quality of
life. These services include general administration, police protection, fire protection, planning and zoning,
water and wastewater services, construction and maintenance of streets and other infrastructure, building
and code enforcement, cemetery operations, park operations and maintenance, library, and a demand-
response transportation system.

In addition to general City activities, the Tax Increment Finance Authority (TIFA), Local Development
Finance Authority (LDFA) and Downtown Development Authority (DDA) are included in the City reporting
entity as component units. There was no financial activity in the LDFA for the year, thus it is not included
in the financial statements. Component units are reported in a separate column in the financial
statements to emphasize that they are legally separate from the primary government and to differentiate
their financial position, results of operations and cash flows from those of the primary government. The
Belding Housing Commission has been excluded from the City's financial statement because the City
does not exercise significant oversight over this entity. This entity can independently generate revenue,
adopt budgets, enter into contracts, and borrow funds.

The annual budget serves as the foundation for the City's financial planning and control. All agencies of
the City are required to submit requests for appropriation to the City Manager on or before the first week
in February of each year. The City Manager uses these requests as the starting point for developing a
proposed budget. The City Manager then presents this proposed budget to the council for review during
the second council meeting in March. The council is required-to hold a public hearing on the proposed
budget and to adopt a final budget during the second meeting in May. The appropriated budget is
prepared by fund and department. Department heads may make transfers of appropriations within a
department. Transfers of appropriations between departments, however, require the approval of the City
Council. Budget-to-actual comparisons are provided in this report for the general fund and all special
revenue funds for which an appropriated annual budget has been adopted.

Factors Affecting Financial Condition

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

Local economy The overall local economy remains in relatively decent shape, although the
unemployment rate remains a concern. The unemployment rate in lonia County for June 2008 was
among the top 25% reported in the State of Michigan. Many of the local manufacturers have reduced
employment during the last few years in order to compensate for the loss of business. The impact of the
closing of Electrolux Home Products and Tower Automotive six miles to the North in the City of Greenville
also remains a concern for the local economy as 2,800 jobs have been eliminated between the two
closures.

Since the start of the recession in the first quarter of 2001, economic growth has also been weak in
Michigan. State revenues have been off, leading to a mounting budget crisis that required cuts in State
government spending and reductions to revenue sharing with local governments,

However, the economic condition and outlook for the City of Belding should remain favorable, as stability

and modest growth hopefully will continue. The manufacturing base is well diversified and comprised of
several smaller companies. The largest employer is Extruded Metals with approximately 225 employees.



The proximity to Grand Rapids alsc is a benefit as Belding is gradually increasing in residentiat growth
due to the appeal of small town living while being within easy access of services and employment that
only metropolitan areas offer. :

The 2008 advalorem assessment roll totals $112,133,300, which is a decrease of $3,151,500 or {2.7%)
from the 2007 assessed value of $115,284 800. This is greater than last year's decrease of (0.8%). The
assessed value represents 50% of market value and is the basis for measuring uniformity of
assessments. With the passage of Proposal A in the State of Michigan in 1994, the taxable value now
serves as the basis for determining property tax revenues. The 2008 taxable value increased $502,327
or 0.5%, from $97,176,983 to $97,679,310, which is less than last year's 3.0% increase.

Long-term financial planning The City recently completed a downtown marketing plan to provide a
strategic plan for a revitalization of the downtown area. Implementation of this plan has commenced with
the re-paving of the covered village mall parking lot and will be an ongoing effort for many years.

The City is in the process of updating its Master Plan.

The enhancement of the M44 corridor with sidewalks and lighting will be completed in 2009. The costs
are expected to be around $1,050,000 of which $650,000 will be funded with a grant from Michigan
Department of Transportation.

The Belrockton continues improvements as construction wraps up on significant upgrades and
renovations. A long term plan is being followed for this building.

Cash management policies and practices The City has a cash management system designed to invest
temporarily idle funds in cbligations of the United States Government, certificates of deposit from banks,
municipal investment pools, and other securities as permitted by state law and the City's investment
policy. The maturities of investments generally range from one to three years, although some federal
agency securities and negotiable certificate of deposits have longer maturities.

Risk Management The Michigan Municipal Liability and Property Pool provides insurance coverage for
property, liability, auto, and crime, as well as for workers' compensation. The City's health care coverage
is provided through Priority Health, the vision insurance is provided by VSP, and the City is self insured
for dental claims. Standard Insurance is the provider for life and disability insurance for City employees.

Pension and other post employment benefits The City provides pension benefits for all full-time
employees through a defined contribution plan administered by the International City Managers
Association Retirement Corporation (ICMA RC), except for the police officers, which are under a defined
benefit plan administered by the Michigan Employment Retirement System (MERS). Under the defined
contribution plan, the City contributes 8% of the employee’s base annual compensation.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Belding for its
comprehensive annual financial report for the fiscal year ended June 30, 2007. This was the eighth
consecutive year that the government has achieved this prestigious award. In order to be awarded a
Certificate of Achievement, the City published an easily readable and efficiently organized comprehensive
annual financiat report. This report must satisfy both generally accepted accounting principles and
applicable legal requirements.



A Certificate of Achievement is valid for'a period of one year only. We believe that our current
comprehensive annual financia! report continues to meet the Certificate of Achievement Program's
requirements and we are submitting it to the GFOA to determine its eligibility for ancther certificate.

The preparation of this report could not have besn accomplished without the efficient and dedicated
services of the entire administrative staff and other City departments that contributed to the preparation of

this report. Credit also must be given to the Mayor and the City Couneil for their unfaiiing support for
maintaining the highest standards of professionalism in the management of the City's finances.

Respectfully submitted,

Pt ol i

Randall S. DeBruine
City Manager

-jv-



Certificate of
Achievement
for Excellence
1n Financial
Reporting

Presented to

City of Belding
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for the Fiscal Year Ended -
June 30, 2007

A Certificate of Achievement for Excell(;nce in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systemns whose comprehensive annual financial
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standards in government accounting
and financial reporting.
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Vredeveld Haefner LLC Douglas J. Vredeveld, CPA

CPA’s and Consultants (616) 446-7474
4001 Granada Ct.
Grand Rapitis, MI 49534 Peter S. Haefner, CPA
FAX (616) 828-0307 (616) 460-9388

INDEPENDENT AUDITORS’ REPORT

August 20, 2008

Honorable Mayor and Members of the City Council
City of Belding, Michigan

We have audited the accompanying financial statements of the governmenta!l activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Belding, Michigan, as of and for the year ended June 30, 2008,
which collectively comprise the City's basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the management of the City of Belding, Michigan. Our
responsibility is to express opinions on these financial staternents based on our audit.

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

In our opinion, 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 discretely
presented component units, each major fund, and the aggregate remaining fund information for the City
of Belding, Michigan as of June 30, 2008, and the respective changes in financial position and, where
applicable, cash flows, thereof and the budgetary comparison for the general fund for the year then ended
in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated August 20, 2008,
on our consideration of the City of Belding's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance 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, and should be considered in assessing the results of
our audit.

The Management's Discussion and Analysis on pages 3-8 is not a required part of the basic financial
statements but is supplementary information required by accounting principals generally accepted in the
United States of America. We have applied certain limited procedures, which consisted principally 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 on it.

-
Specializing in services to governmental and nonprofit entities



Our audit was conducted for the purpose of forming opinions ¢n the financial statements that collectively
comprise the City of Belding’s basic financial statements. The introductory section, combining and
individua! nonmajor fund financial statements and schedules, and statistical tables are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by the United States Office of Management and Budget Circular A-133, Audits of
States, Local Governments and Non Profit Organizations, and is also not a required part of the basic
financial statements of the City of Belding. The combining and individual nonmajor fund financial
statements and schedules and the schedule of expenditures of federal awards have been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly
stated, in all material respects, in relation to the basic financial statements taken as a whole. The
introductory section and statistical tables have not been subjected to the auditing procedures applied in
the audit of the basic financial statements and, accordingly, we express no opinion on them.

Urkorlrd Fagfnor LY



Management’s Discussion and Analysis

As management of the City of Belding (the City), we offer readers of the City's financial statements this
narrative overview and analysis of the financial activities of the City for the fiscal year ended June 30,
2008. We encourage readers to consider the information presented here in conjunction with additional
information that we have furnished in our letter of transmittal.

Financial Highlights

The financial statements, which follow this Management's Discussion and Analysis, provide these
significant key financial highlights for the 2007-08 Fiscal Year as follows:

« $1.4 milion dollars in federal funding provided through the State of Michigan and $220,000 S-2
grant funds were utilized to fund Water Street Lift Station, Water Street Forcemain project, Four
Sewer Lift Stations, and Sewer Replacement and Repair projects.

¢ Library Expansion completed in 2008 with the total cost of the project being $3,465,527.

» Bridge and Ellis Streets were milled and resurfaced at a cost of $415,369, with an MDOT grant
paying $375,000 of the cost.

= Several local streets were milled and resurfaced at a cost of $494,298, with an MDOT grant
paying $375,000 of the cost and a Local Jobs grant from the State paying another $93,750 of the
cost.

Federal and state funding was utilized to purchase one new bus for the Dial-a-Ride program.
Silk City Nature Trail was completed for $287,244, with a DNR grant paying $166,000 of the cost.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City's basic financial
statements. The City's basic financial statements comprise three components: 1) Government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report
also contains other supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements The Government-wide financial statements are designed to
provide readers with a broad overview of the City's finances, in a manner similar to a private-sector
business.

The statement of net assets presents information on all of the City's assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the City is improving or deteriorating.

The statement of activities presents information showing how the City's net assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving
rise to the change occurs, regardiess 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 revenues and earned but unused compensated absences).

Both of the government-wide financial statements distinguish functions of the City 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 include general government, public safety, public
works and streets, and culture and recreation. The business-type activities of the City include Dial-a-
Ride, Sewer, Water, and Ambulance service which was discontinued in April, 2008.



The government-wide financial statements include not only the City itself (known as the primary
government), but also a legally separate Tax Increment Finance Authority (TIFA) and Downtown
Development Authority (DDA) for which the City is financially accountable. The DDA was formed in 2006
and 2008 is the second year for which financial activity is reported. Information for these component units
is reported separately from the financial information presented for the primary government itself.

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, 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 can be divided into three categories: governmental funds,
proprietary funds, and fiduciary funds.

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 City's near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the govermnment-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 City'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.

Information is presented separately in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures, and changes in fund balances for the following four major funds: the
General Fund, and the Capital Improvements and Library Improvements Capital Project Funds. Data is
combined into a single aggregated presentation for the other governmental funds. Individual fund data for
each of the non-major governmental funds is provided in the form of combining statements and schedules
elsewhere in this report.

The City adopts an annual appropriated budget for its General Fund and all special revenue funds. A
budgetary comparison statement has been provided for the budgeted funds to demonstrate legal
compliance.

Proprietary funds The City maintains 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 uses enterprise funds to account for its Dial-a-Ride, Sewer, Water, and Ambulance
operations. Internal service funds are an accounting device used to accumulate and allocate costs
internally among the City's various functions. The City uses internal service funds to account for its
supplies and professional fees, buildings, fleet of vehicles, and insurance. Because these services
predominantly benefit governmental rather than business-type functions, they have been included within
governmental activities in the government-wide financial statements.

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 Sewer,
Water, and Ambulance operations, all of which are considered to be major funds of the City. Conversely,
all internal service funds are combined into a single, aggregated presentation in the proprietary fund
financial statements. Individual fund data for the internal service funds is provided in the form of
combining statements elsewhere in this report.



