October 15,2013

Andy Dillon, State Treasurer and Chair
State Financial Authority

Michigan Department of Treasury
Bureau of Local Government Services
430 West Allegan Street

Lansing, M1 48922

Dear Mr. Dillen:

Enclosed is the Quarterly Report of the Emergency Manager for the City of Allen Park for your review
and consideration. This report includes the following documents;:

Compliance Monitoring Report

Deficit Elimination Plan Progress Repoit

General Fund Cash Flow Report for the three months ended
September 30, 2013.

2013-2014 General Fund Revenue and Expenditure Report

Please feel free to contact me at (313) 928-5492.

Isyce A."Parker, Emergency Manager
City of Allen Park
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Emergency Manager’s Compliance Monitoring Report
City of Allen Park
Quarter Ended September 30, 2013

The following is the status of the City’s compliance with maintaining adequate accounting systems and
management practices:

I. Revenues for the quarter ended September, 2013 are fairly stated in all material respects on the
modified acernal basis of accounting for governmental funds and full acerual basis of accounting for
enterprise funds, - Confirm

The attached budget to actual report for the General Fund shows total revenues of $9,291,751.47 or
approximately 50% of budgeted revenues,

2. FExpenditures for the quarter ended September 30, 2013 are fairly stated in all material respects on
the modified accrual basis of accounting for governmental funds and full acerual basis of accounting
for enterprise funds, - Confirm

The attached budget to actual report for the General Fund shows total expenditures of $5,098,629.42 or
approximately 24% of the annual amended budget.

3. Allinterfund transactions have been recorded in the financial records. - Confirm
4, The City is in compliance with the budget act. - Confirm

The City does have a balanced budget. The current budget shows a budgeted surplus of $1,489,840 for the
2013-2014 fiscal year. In addition, the City’s audit for 2012-2013 fiscal year is underway and information
will be available and updated in the next reporting period.

5. The budget has been amended as required by Iaw. - Confirm

6. Bank reconciliations have been completed and appropriate journal entries have been made to the
general ledger, - Confirm

7. Remittance of payroll taxes, pension payments, and taxes collected for other governmental units
were completed on a fimely basis. - Deny

As of June 30, 2013, the City has made a partial pension payment in the amount of $1,092,150; however
the City did not make the remaining pension payment of $2,548,960. The Emergency Manager has met
with the pension board and they have agreed to allow the City to repay the remaining unpaid pension
payment in subsequent years over 20 years. The actuary report as of December 31, 2012 was prepared
excluding the unpaid contributions. The Emergency Manager is working on an Agreement with the
Pension Board to make the minimum required payments (normal cost) to the plan.

Remittance of other payroll taxes and taxes collected for other governmental units were completed on a
timely basis.

8. General Fund cash flow for the preceding month is fairly stated in all material respects, - Confirm
9. Overtime is properly disclosed and reported in the most recent quarterly financial report. - Confirm
General Fund overtime thru quarter ended September 30, 2013, totaled $139,851.95.

10. Al original financial source documents have been properly retained and preserved and the City is
in compliance with all other financial legal requirements. - Confirm




CITY OF ALLEN PARK
Deficit Elimination Plan Progress Report
September 30, 2013

The Emergency Manager (EM) of the City of Allen Park was appointed on October 28, 2012, Since
her appointment, the EM has come up with a plan for eliminating the annual operating deficit of the
City, as well as the cumulative deficit. The City’s 2012 audit revealed a cumulative deficit in the
amount of $857,145 and significant concerns in the audit report to include the following:

1)

2)

3)

4)

The General Operating Fund reported expenditures and transfers out in excess of revenue of
approximately $1.8 million, resulting in a decrease in the General Fund balance to an

$857,145 deficit.

Property taxes continued to decrease in the City with general fund receipts totaling
$8,515,108. This is a reduction of $1.9 million (18.2 percent) from the prior year property
tax revenue totaling $10,411,7%7.

Included in the General Fund operating deficit was a transfer of approximately $2.4 million
to subsidize Southfield Lease Properties fund. The fund did not have sufficient revenues to
cover operating costs and debt service payments. At June 30, 2012, the Southfield Lease
Properties fund showed an operating loss of $409,882.

Net assets may serve over time as a useful indicator of a government financial position. In

the case of Allen Park, assets exceeded liabilities by $49,268,841 in comparison to

$59,319,319 in the prior year.

5) The City’s actual expenditures for administration exceeded budgeted expenditures by
$17,226 and in transfers to other funds by $214,554.

6) While the City’s taxable value of property has decreased significantly over the last 2 years,
the cost of operation has continued to increase.

7) The structural deficit in the general fund is approximately $4,000,000.

Below is a summary of the components of the deficit elimination plan and a report on progress made for

each ifem in the plan.

REVENUE ENHANCEMENTS

Plan

Status

Review Administrative Fees/Licenses/Permit Fees.

Completed - $110,000

Tax Anticipation Note

Completed — Escrow closed 10-11-13

Increase Special Assessment for Police and Fire
Operation or/Alternative — Subcontract Fire &
EMS Services or Develop an Alternative Model

Completed - Voters approved to increase the Police
and Fire special millage from 3.5 mills to 6.75 mills
for expenses to be levied December 1, 2013, which
will generate net revenue of approximately
$2,000,600.

Sale of Underutilized City parks and vacant lots

In Progress - $25,000 projected revenue, $4,000 in
revenue generated to date.

* Solicit Grants for City Services

Completed — SAFER Grant $1,250,000

* Refinance Southfield Lease Bonds

In Progress

Point of Sale Program for Homes Sold

Not started

* One Time Revenue Enhancement
Total new revenue enhancements at $3,385,000.
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CITY OF ALLEN PARK
Deficit Elimination Plan Progress Report
September 30, 2013

Other Revenue Considerations
» Sell the Studio Property. Revenue from sale of property will be used to reduce outstanding debt.

o Contribution from DDA & BRA to reimburse General Fund for services provided in district.
» Inter fund borrowing

STAFF REDUCTIONS
Projected

Department Position Savings Status
Reduction of Mayor/Council

Mayor and Council Pay by 50% $52,000 Completed

City-wide 10% Salary Reduction 381,000 Completed

, . 80/20 Health Insurance
City-wide Employee Co-Pay 440,000 Completed
. . Reduce Sick Leave from 90 to

City-wide 12 Days Per Year TBD Completed
Reduc}ton of Holidays and 50,000 Completed
Vacation Pay

Police and Fire Reduce Pension Multiplier TBD Completed
Reduce Overtime TBD In Progress
Eliminate 9 vacant positions 722,000 Completed
Eliminate In-House Assessor

i Position — Hire Deputy

Assessor Assessor & Coniract for 35,000 Completed
Assessor Services

Retirees gfa“h Insurance Program 600,000 | Completed

hanges

OTHER

REDUCTIONS

Liability Insurance Reduce Cost 100,000 Completed

Dept. of Public Services | Elimination of Curbside Pickup | 200,000 Completed

Total reductions proposed at $2,580,000

Page 2 of 3




CITY OF ALLEN PARK
Deficit Elimination Plan Progress Report
September 30, 2013

OTHER ITEMS

Description

Status

Review actuary report and assumptions for
pension contribution made by City.

-Changes completed with anticipated savings from
contract changes estimated at $600,865.
-Extending amortization for closed General group
$596,535.

Review District Court operations for
potential savings.

Completed

Review contribution to General Fund to
sttpport service delivery to DDA, BRA and
retail commercial development.

In Progress

Review feasibility of transferring pension
plan and/or other options.

In Progress

Consolidate Fire service with nearby
community or develop an alternative model.

Under Review

Subcontract for dispatch and jail services.

Not Started

Evaluate the feasibility of reserve, CERT and
volunteer programs for Police and Fire
departments.

In Progress
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