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City of Detroit, Michigan
Honorable Mayor Michael Duggan and
The Honorable City Council

INTRODUCTION TO THE REPORT

The management and staff of the Office of the Chief Financial Officer (OCFO) are pleased to 
submit the City of Detroit, Michigan’s (the “City”) Comprehensive Annual Financial Report (CAFR) for 
the fiscal year ended June 30, 2018 along with the Independent Auditor’s Report.  This report is prepared
for the purpose of disclosing the City’s financial condition to its residents, elected officials, and other 
interested parties.  

Management Responsibility. The OCFO prepares the City’s CAFR and is responsible for both 
the accuracy of the data and the completeness and fairness of the presentation, including all disclosures. 
We believe the data presented is accurate in all material aspects, that it is presented in a manner designed 
to fairly set forth the financial position and results of operations of the City’s primary government and 
component units for which it is financially accountable, and that the disclosures necessary to enable the 
reader to gain an understanding of the City’s financial affairs have been included.  

Adherence to Generally Accepted Accounting Principles (GAAP). 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 the MD&A and should be read in conjunction with it.  The City’s MD&A can 
be found immediately following the report of the independent auditors.  

Independent Audit. All local units of government within the State of Michigan must comply with 
the Uniform Budgeting and Accounting Act, Public Act 2 of 1968, as amended, which requires an annual 
audit of the financial records and transactions of the City by independent certified public accountants. 
The City of Detroit, Michigan’s financial statements have been audited by Plante & Moran, PLLC, 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 for the fiscal year ended June 30, 2018 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 presentation of the financial 
statements. The independent auditor concluded, based upon the audit, that there was a reasonable basis 
for rendering an unmodified opinion that the City of Detroit, Michigan’s financial statements for the fiscal 
year ended June 30, 2018 are fairly presented in conformity with GAAP. The independent auditor's report 
is presented in the financial section of this report.

PROFILE OF THE GOVERNMENT

City of Detroit

The City is located in southeastern Michigan in Wayne County and has a land area of 
approximately 138 square miles.  According to the U.S. Census Bureau, the City is the center of the 
nation’s 14th largest metropolitan statistical area.  As of 2017, the City was the 23rd largest city, with an 
estimated census population of approximately 673,104.  The City is internationally known for its 
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automobile manufacturing and trade.  The southeastern border of the City lies on the Detroit River, an 
international waterway, which is linked by the St. Lawrence Seaway to seaports around the world. It is 
the busiest border crossing in North America, carrying a substantial share of international trade between 
the United States and Canada. A new international crossing, the “Gordie Howe International Bridge,” 
broke ground in October 2018 and is expected to contribute to the City’s economy. The Detroit Metro 
Airport is one of the nation’s major hubs. The City is the commercial capital of Michigan and a major 
economic and industrial center of the nation.  There are eight diverse industrial parks, and three Fortune 
500 companies have world headquarters within the City proper.

Historically, the City’s economy has been closely tied to the manufacturing sector, especially the
automotive industry.  The two major U.S. automobile companies, Ford Motor Company and General 
Motors, and FCA US LLC are principal employers and taxpayers in the Detroit metropolitan area.  The 
region has in the past consistently maintained a greater percentage of persons employed in the 
manufacturing sector of the economy than the nation as a whole, with a concentration that was 1.49 times 
larger than the nation in 2017. The persistently high concentration relative to the nation reflects the area’s 
dependence on the automotive industry. The current unemployment rate of the Detroit region is 4.3%, 
which is slightly lower than the state (4.4%), but higher than the national rate of 4.0%. The City of Detroit,
Michigan currently has an unemployment rate of 9.0%, which is twice that of the region and has typically 
been the trend for recent years. While the City’s economy is linked to automobile and automobile-related 
manufacturing, recent developments are allowing the City to be more diversified by increasing its 
activities in other manufacturing and logistics sectors, finance, technology, education, health care, trade, 
and tourism. The City is actively supporting small businesses and entrepreneurs and implementing a 
number of workforce development programs.

Below is a listing of the top 10 employers by company and by number of employees estimated 
to be employed full-time as of July 2017 within the City of Detroit (includes Detroit, Hamtramck, and 
Highland Park) and within southeast Michigan (includes Wayne, Oakland, Macomb, Washtenaw, and 
Livingston counties).  

Table 1 – Top Ten Employers
City of Detroit Southeast Michigan
Rock Ventures 16,617 Ford Motor Co. 48,000
City of Detroit, Michigan 9,066 General Motors Co. 37,713
Detroit Medical Center 9,014 University of Michigan 32,749
Henry Ford Health System 8,923 FCA US LLC 32,514
Illitch Companies 7,686 Beaumont Health 28,038
U.S. Government 6,361 U.S. Government 18,920
General Motors Co. 6,341 Henry Ford Health System 17,608
FCA US LLC 5,891 Rock Ventures 16,617
Detroit Public Schools
Community District

5,794 Trinity Health 14,676

Wayne State University 5,780 Ascension Michigan 11,893

The City is home to four major league sports teams, including the Detroit Tigers, Detroit Lions, 
Detroit Pistons, and Detroit Red Wings. The City’s new multi-purpose arena began hosting sports and 
entertainment events in 2017 and is located alongside several new commercial and residential 
developments. The arena is the new home to the Detroit Red Wings and the Detroit Pistons. The City is 
also home to a recently upgraded and expanded convention center, three casinos, and a growing number 
of attractive open spaces, hotels, restaurants, nightlife locations, and other amenities that provide residents 
and visitors with entertainment and recreational opportunities.
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Detroit is home to premier cultural, educational, and medical institutions. Cultural institutions 
and venues include the Detroit Institute of Arts, the Detroit Historical Museum, the Charles H. Wright 
Museum of African American History, the Detroit Symphony Orchestra, the Detroit Opera House, and 
the Fisher Theatre. Local universities and colleges include Wayne State University (one of Michigan’s 
three public research universities), the University of Detroit-Mercy, Marygrove College, and the College 
for Creative Studies. Hospital systems include the Detroit Medical Center (owned by Vanguard Health 
Systems), Henry Ford Health System, and St. John Providence Health System.

The City holds a rich cultural and creative tradition. It has given rise to prominent musical artists 
and genres, including Motown in the 1960s and Techno in the 1980s. Detroit’s skyline includes a unique 
blend of art deco and modern skyscrapers, and the City is home to many historically significant mansions 
and examples of Neo-Renaissance and Neo-Classical architecture. During the past two decades, the City 
has seen substantial revitalization of its historic structures and public spaces, including Belle Isle and the 
international riverfront. In recognition of the City’s design legacy and commitment to creative industries, 
Detroit was the first American city named a “City of Design” by UNESCO in 2015.

The City has the support of several philanthropic foundations. Foundations based in or with 
offices in the City include the Kresge Foundation; the Ralph C. Wilson, Jr. Foundation; the Ford 
Foundation; the Community Foundation for Southeast Michigan; the Skillman Foundation; the John S. 
and James L. Knight Foundation; the Hudson-Webber Foundation; and the McGregor Fund. Other 
foundations making significant commitments to and in the City include the Kellogg Foundation, William 
Davidson Foundation, Fred A. and Barbara M. Erb Family Foundation, Max M. and Marjorie S. Fisher 
Foundation, and the C.S. Mott Foundation.

Government Structure

Pursuant to the provisions of the Constitution of the State of Michigan (the “State”), the City of 
Detroit, Michigan is a home rule city with significant independent powers.  In accordance with the City 
Charter (the “Charter”), the governance of the City is organized in two branches: the Executive Branch, 
which is headed by the Mayor, and the Legislative Branch, which is composed of the City Council and 
its agencies.  The Mayor and the members of the City Council are elected every four years unless a special 
election is required, as provided for in the Charter.  

Executive Branch. The Mayor is the chief executive of the City and has control of and is 
accountable for the Executive Branch of City government. The Charter grants the Mayor broad 
managerial powers, including the authority to appoint all department directors and deputy directors.  The 
Charter also delegates the responsibility for the implementation of most programs, services, and activities 
solely to the Executive Branch. Throughout the term of Mayor Duggan’s administration, the Mayor and 
City Council have demonstrated historic levels of cooperation and collaboration. Mayor Duggan is 
focusing on improving the quality of life of Detroit residents, while assuring the long-term economic 
sustainability of the City. 

Legislative Branch. The City Council, composed of seven members elected by district and two 
members elected at large for four-year terms, is the City’s legislative body.  Agencies that aid the City 
Council in the performance of its duties are described below.

The Auditor General is appointed for a term of 10 years by a majority of City Council members 
and may be removed for cause by a two-thirds majority.  Any person who has held the position of Auditor 
General is not eligible for reappointment.  By Charter, the principal duty of the Auditor General is to 
audit the financial transactions of all City agencies.  However, since 1980, the City has retained 
independent accounting firms to perform that function.  As required by State law, audits are performed 
annually; they are only required every two years by the Charter.  The Auditor General may investigate 
the administration and operation of any City agency and prepares various reports, including an annual 
analysis for the City Council of the Mayor’s proposed budget.

iii



City of Detroit, Michigan– Office of the Chief Financial Officer                       Page 4 of 8 
FY18 CAFR Introductory Section & Transmittal Letter  

The Ombudsman is appointed for a term of ten years by a two-thirds majority of City Council 
members for the purpose of investigating any official act of any agency (except elected officers) that
aggrieves any person.

District Court. The 36th District Court is responsible for adjudicating certain legal matters that 
arise within the City, including state felony arraignments and preliminary examinations, state 
misdemeanor and City ordinance violations, civil litigation for claims of $25,000 or less, and 
landlord/tenant disputes.  The City is responsible for all funding of the 36th District Court in excess of 
fines collected by the Court, except for judicial salaries, which are funded by the State.

Other entities have been established by the City, in certain cases with the County of Wayne,
Michigan (the “County”), or by the State, principally for the purpose of providing capital financing 
(normally through the sale of bonds or through special tax levies) for various improvements, services, or 
major construction projects. 

Finance Department Restructuring and Improved Financial Management

  In 2014, the Home Rule City Act, Act 279, Public Acts of Michigan, 1909, as amended (Act 
279) was amended and required the establishment of a Chief Financial Officer (CFO) position in the City 
of Detroit, Michigan. The CFO is vested with authority over all financial and budget activities of the City. 
As a result, all finance, budget, procurement, property assessment, and grants management functions were 
restructured under a new centralized financial management organization called the Office of the Chief 
Financial Officer. The OCFO was created based on leading government practices and industry standards. 
All new positions (over 470 FTEs) were created, with new job requirements, new competitive salary 
schedules, new career paths, and a new performance evaluation system. All departmental financial 
functions are under the authority of the OCFO, which increases control over all City financial activities.

Long-term Financial Planning and Budgetary Control

The City’s budget process is informed by a comprehensive planning process that includes
departmental, procurement, grant, staffing, technology, capital and long-term financial planning. It also 
includes biannual consensus revenue estimating conferences that establish the revenue estimates for the 
budget, and an annually balanced four-year financial plan that includes the City’s adopted budget plus an 
additional three forecasted years. The consensus revenue estimating conferences are required pursuant to 
State law, and the voting principals include the City’s CFO, the State Treasurer (or designee), and a 
person affiliated with another public entity, including a state institution of higher education, with 
experience in economic forecasting and revenue projection selected by the CFO and State Treasurer. 

The Mayor submits to the City Council a proposed four-year financial plan that includes the 
annual budget for the next fiscal year, as well as projections for the three subsequent fiscal years. After 
public hearings, the City Council adopts the budget and four-year financial plan, with or without 
amendment. The Mayor can veto amendments made by the City Council, and City Council can then 
override the veto with a two-thirds majority vote. The City’s four-year financial plan cannot exceed 
revenues certified by the independent Revenue Estimating Conference. The CFO must certify the annual 
budget complies with the Uniform Budgeting and Accounting Act, 1968 PA 2 MCL 141.421 to 141.440a.  
The budget may be amended during the year, with the City Council’s approval. Budgetary appropriations 
are made at the department level. Through its four-year financial plan, the City ensures ongoing 
expenditures are supported by ongoing revenues.

The OCFO produces financial reports to improve reporting and increase transparency.  Reports 
are produced monthly and quarterly and are provided to the Mayor, City Council, and the Financial 
Review Commission (the “FRC”) and posted publicly.  The reports include:

Year-to-date budget amendments for the General Fund

Income tax collections data
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Grant information that indicates City leveraging of outside funds

Detailed cash position and forecast data

Supplier payments

Investment portfolio summary

Pension payments, including payments to the Retiree Protection Trust Fund

Debt service

Internal Control Structure

Management of the City is responsible to establish and maintain an internal control structure that 
ensures the assets of the government are protected from loss, theft, or misuse and that adequate accounting 
data are compiled to allow for preparation of financial statements in conformity with U.S. generally 
accepted accounting principles. The City adheres to the GASB (Governmental Accounting Standards 
Board) standards for financial reporting and internal accounting purposes. The internal control structure 
is designed to provide reasonable, but not absolute, assurance that these objectives are met. The concept 
of reasonable assurance recognizes that: (1) the cost of a control should not exceed the benefits likely to 
be derived and (2) the valuation of costs and benefits requires estimates and judgments by management.

Financial Accomplishments

The financial management reforms described above have allowed the City to stabilize and 
strengthen its fiscal position and accomplish several key milestones, including:  

Three credit rating upgrades in less than three years.  

In April 2018, the City redeemed all outstanding principal and interest on its Financial Recovery 
Bonds, Series 2014C (the “C Notes”), which saved $11.7 million in interest expense. 

Income tax revenue has increased 22% over four years ($310.2 million in FY 2018 compared
to $253.8 million in FY 2014). 

Property Tax collection rate has increased to 82% in FY 2018 (compared to 69% in FY 2014). 

FY 2018 single audit of federal grant awards completed at the same time as CAFR (compared 
to five months after CAFR for FY 2014).  

o Third consecutive year of zero questioned costs of federal grant awards compared to $7.3
million in FY 2012 and $18.5 million in FY 2013. 

o Audit findings continue to remain lower than in past years. 

Transitioned the processing of City income tax returns and withholding to the State ofMichigan. 

o Taxpayers can now e-file and pay taxes electronically. 

o Substantially increased the number of new filers.  

o City’s local operations now focused on compliance and audit. 

Accomplished a substantial turnaround on paying City suppliers more timely. 

o Compared to FY 2017, in FY 2018 there has been an 85% reduction in backlogged 
invoices on hold waiting to be processed.

o As of September 2018, over 90% of suppliers are now paid via ACH instead of 
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checks (compared to 30% in January 2017).

Eliminated hundreds of unnecessary bank accounts and selected new banking partners for 
Citywide banking services. 

Conducted the first Citywide property reassessment in over 60 years, making assessed values 
more fair and equitable.

o State Tax Commission relinquished its control over the reassessment in August 2017. 

o The OCFO- Office of the Assessor implemented a technology- driven approach to
assessments. 

Pursuant to Act 279, implemented a program to post all contracts online within 30 days of award.

To meet its commitment to fund its legacy pension contributions that resume in FY 2024, the City 
developed and is implementing a funding strategy involving the establishment of the Retiree Protection 
Trust Fund (the “RPTF”). In August 2017, the City adopted an ordinance to establish the RPTF as an 
irrevocable IRC Section 115 trust exclusively for the purposes of receiving, maintaining, and investing
City funds for the benefit of the legacy pension plans. The ordinance also provides for the establishment 
of an investment advisory committee, which the CFO subsequently established by administrative order. 
The investment advisory committee is responsible for advising the CFO regarding the investment of 
RPTF assets.

Under its pension funding strategy, the City will contribute $335 million to the RPTF through the 
fiscal year ending June 30, 2023 to build up trust assets that will be used, along with interest earnings, 
to partially offset the City’s required annual contributions in the years that follow. This process allows 
the City to gradually build up its capacity to meet the annual required pension contributions from its 
General Fund budget. Each year, the City will continue revising its funding plan as new information 
becomes available in conjunction with the annual budget and planning process. As of the fiscal year 
ended June 30, 2018, $103.3 million was on deposit in the RPTF.

In February 2018, the OCFO established an Administrative Issuance System, which is the system 
for documenting, issuing, and implementing key policies, process flows, standard operating procedures, 
and detailed work instructions for all operations within the OCFO. Please visit
https://detroitmi.gov/departments/office-chief-financial-officer/administrative-issuance-system for a 
current listing of all policies.  

In June 2018, the City established the Forecasting and Economic Analysis division within the Office 
of Budget. The purpose of the new division is to provide information and tools to support planning and
decision-making across City government, with a focus on revenue and economic analysis and fiscal 
sustainability. 

Financial Review Commission

Public Act 181 of 2014 as amended (Act 181), established the Financial Review Commission as 
of the Effective Date (December 10, 2014) to monitor the City’s compliance with the Plan of Adjustment, 
as confirmed by the Bankruptcy Court on November 12, 2014, and to provide oversight of the City’s 
financial activities.

Act 181 provides for the oversight of the City for no less than 13 years. However, once the City 
meets certain criteria, the nature of the oversight is scaled back. On April 30, 2018, the FRC determined 
to grant the City a waiver of active oversight. The annual waiver extends through June 30, 2019. The 
FRC will continue to monitor the City and will review the waiver annually and, by July 1 of each year, 
will make a determination as to whether to renew the waiver for the subsequent year.  As a condition of 
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renewing the waiver, the FRC requires the City to submit monthly, quarterly, and annual reports related 
to the City’s financial condition, which include (but are not limited to) information related to the City’s 
ability to make payments on the City’s debt and pension obligations.  The City is providing these reports 
and is in compliance with the waiver resolution.  The City must also, by April 30 of each year, submit its 
adopted budget and four-year financial plan.

FACTORS AFFECTING ECONOMIC CONDITION

Improved City Services

The City has committed to a multi-year effort to improve City services that impact its citizens’ quality 
of life and that enhance sustainability. Services across all neighborhoods have drastically improved. 
Activities and accomplishments include:

75,000 constituent complaints resolved through new Improve Detroit app
50,000 prevented foreclosures of occupied homes under programs to assist families in need
65,000 new LED streetlights
8,000 summer jobs for Detroit youth
2,000 miles of neighborhood residential streets being swept three times a year after a seven-year 
absence
1,200 new units of affordable housing opened or in development
400 Project Green Light businesses with real-time camera connections to police headquarters 
helping to keep the City safe, up from 196 last year 
275 parks being fully maintained, up from only 25 in 2013, 40 of which are being completely 
remade 
120 new DDOT buses added to the fleet, nine new 24-hour routes, and six brand new bus lines
100 new small businesses (78% owned by entrepreneurs of color) opened, under construction or 
funded through Motor City Match
27 Recreation Centers open this past summer, including 16 new Summer Fun Centers in 
partnership with the Detroit Public Schools Community District
15 minute police priority 1 response time, down from nearly 30 minutes on average 
Eight minute emergency medical service response time, down from nearly 20 minutes on average

Blight Remediation

Blight remediation remains one of the City’s highest reinvestment priorities and is progressing at a 
strong pace.  The City is leveraging substantial federal grants, including $258.8 million in Hardest Hit 
Funds, alongside City funds to demolish dangerous structures and return the parcels to productive uses. 
Activities and accomplishments include:

110,000 vacant lots now being cut three to four times a year after being left overgrown for years
15,000 dangerous vacant houses demolished
10,000 abandoned blighted houses boarded up 
10,000 side lots sold to neighbors for $100, up from 7,000 last year
3,000 vacant homes being rehabbed and reoccupied under land bank programs

Economic Development Strategies and Implementation 

The City of Detroit, Michigan is tackling the geographic and strategic alignment of City assets 
to grow and diversify Detroit’s economy. Defined by a three-year vision, the City and its economic 
development arm, the Detroit Economic Growth Corporation, are working to secure 10,000 jobs and $3.4 
billion of investment and open 140 new small businesses Citywide by 2020. To achieve this goal, the 
City’s economic development strategic priorities are to: (1) attract and direct investment by showcasing 
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Detroit’s assets and building the case for investment, (2) lead land development efforts that unlock 
economic growth citywide, and (3) support small and large businesses to locate and grow in Detroit. 

Detroit provides a wide variety of critical incentive tools to attract businesses and developers: (1) 
tax incentives; (2) property tax abatements; (3) state grant and loan programs; (4) financing tools; (5) 
workforce programs; and (6) federal incentives. Detroit also offers a suite of incentive programs designed 
to help businesses thrive. The City has a talented workforce, innovative educational institutions, 
successful private/public partnerships attracting international attention, and affordable, unique real estate.

Detroit’s strength as a business location is evident through its successes. Since 2012, Detroit has 
seen almost $1 billion invested in automotive manufacturing at new and existing suppliers and $96 
million invested in over 14 full-service grocery stores. Downtown Detroit’s office vacancy rate has fallen 
12 percent in the past five years to 17.5 percent. Additionally, according to the 2014-2015 Annual 
Michigan Venture Capital Fund Research report, Detroit is becoming a new focal point of venture capital 
activity, with 24 firms receiving $186 million in investment. Over 52 percent of those are tech-related.
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Independent Auditor's Report

To the Honorable Mayor Michael E. Duggan and
the Honorable Members of the City Council

City of Detroit, Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the City of Detroit, Michigan (the "City") as of and for the year ended June 30, 2018 and the
related notes to the financial statements, 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 did not audit the
financial statements of the following discretely presented component units: Detroit Brownfield Redevelopment
Authority, Detroit Public Library, Detroit Transportation Corporation, Downtown Development Authority, Eastern
Market Corporation, Economic Development Corporation, Local Development Finance Authority, Museum of
African American History, Detroit Land Bank Authority, and Eight Mile/Woodward Corridor Improvement Authority,
which collectively represent 71 percent, 74 percent, and 79 percent of the assets, net position, and revenue,
respectively, of the discretely presented component units. We also did not audit the financial statements of the
following blended component units: Public Lighting Authority, which is a major enterprise fund with assets, net
position, and revenue of $220.0 million, $34.9 million, and $23.8 million, respectively, as well as the Detroit
Building Authority and Greater Detroit Resource Recovery Authority, which collectively represent 0.66 percent,
0.43 percent, and 1.53 percent of the assets, net position/fund balance, and revenue, respectively, of the
aggregate remaining fund information. Those financial statements were audited by other auditors whose report
has been furnished to us, and our opinion, insofar as it relates to the amounts included for aggregate discretely
presented component units and aggregate remaining fund information, is based solely on the report of the other
auditors. 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 Comptroller 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 misstatement.  The
financial statements of the Retirement Systems, as well as the Greater Detroit Resource Recovery Authority and
Detroit Public Library, were not audited under Government Auditing Standards.

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
opinions.
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To the Honorable Mayor Michael E. Duggan and
the Honorable Members of the City Council

City of Detroit, Michigan

Opinions

In our opinion, based on our audit and the report of other auditors, 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 aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the City as of June 30, 2018 and the respective changes in its financial position and, where
applicable, cash flows for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Emphasis of Matter 

Water and Sewage Disposal Fund Special Item (Bifurcation Gain)

As described in Note 12 to the financial statements, effective January 1, 2016, the City of Detroit, Michigan
entered into lease agreements and related service agreements with the Great Lakes Water Authority (GLWA)
under which GLWA will operate the regional water and sewage system for the term of 40 years. The final
negotiations of the transaction during the year has resulted in the recognition of a special item (bifurcation gain) in
the statement of revenue, expenses, and changes in net position. Our opinion is not modified with respect to this
matter.

Other Matters

Required Supplemental Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and the other required supplementary information, as listed in the table of contents, 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, which 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's basic financial statements. The other supplementary information, as identified in the table of contents,
and introductory and statistical sections are presented for the purpose of additional analysis and are not a required
part of the basic financial statements.  

The other supplementary information, as listed in the table of contents, is the responsibility of management and
was derived from and relates 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 other supplementary information is 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.
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To the Honorable Mayor Michael E. Duggan and
the Honorable Members of the City Council

City of Detroit, Michigan

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 14, 2018 on
our consideration of the City's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, 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 in considering
the City's internal control over financial reporting and compliance.

December 14, 2018
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(a) Reporting Entity 

Blended Component Units 

Detroit Building Authority (DBA)* 

Greater Detroit Resource Recovery Authority (GDRRA) 

Public Lighting Authority (PLA)* 

Discretely Presented Component Units  

Detroit Brownfield Redevelopment Authority (DBRA)* 
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Detroit Public Library (DPL) 

Detroit Transportation Corporation (DTC)* 

Detroit Housing Commission (DHC)* 

Downtown Development Authority (DDA)

Eastern Market Corporation (EMC)* 

Economic Development Corporation (EDC)
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Local Development Finance Authority (LDFA)* 

Museum of African American History (MAAH)* 

Detroit Land Bank Authority (DLBA)* 

Eight Mile/Woodward Corridor Improvement Authority (EMWCIA)* 

Detroit Employment Solutions Corporation (DESC)* 

Joint Employment and Procurement Advisory Board (JEPAB) 

Government Auditing Standards
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Financial Statements of Component Units 

Blended Component Units 

Discretely Presented Component Units 
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Related Organizations 

Joint Venture 
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(b) Basis of Presentation 

Government-wide Financial Statements 

Fund Financial Statements 

Governmental Funds

General Fund

Proprietary Funds 

Water Fund

Sewage Disposal Fund

Transportation Fund
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Public Lighting Authority Fund

Fiduciary Funds 

Pension and Other Employee Benefit Trust Funds

Agency Funds

(c) Measurement Focus and Basis of Accounting 
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(d) Cash and Cash Equivalents 

(e) Investments 

(f) Interfund Transactions 

Advances

Services Provided and Used

Reimbursements

Transfers

(g) Due from/to Other Governmental Agencies 
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(h) Inventory 

(i) Capital Assets 
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(j) Deferred Outflows/Inflows of Resources 

(k) Bond Premiums and Discounts 

(l) Compensated Absences 
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(m) Property Taxes 

(n) Municipal Income Taxes 
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(o) Fund Balances 

Nonspendable

Restricted

Committed

Assigned

Unassigned -

(p) Net Position 

Net Investment in Capital Assets

Restricted

Unrestricted

(q) Unbilled Revenue 
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(r) Use of Estimates 

(s) Prior Period Adjustments and Restatement of Beginning Net Position 

Detroit Public Library

(t) Upcoming Accounting Pronouncements 

Certain Asset Retirement Obligations

Fiduciary Activities

Leases

Certain Disclosures Related to Debt, Including Direct 
Borrowings and Direct Placements
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Accounting for Interest Cost Incurred Before the End of 
a Construction Period

Majority Equity Interests

(u) Adoption of New Accounting Pronouncement 

Accounting and Financial Reporting for 
Postemployment Benefits Other than Pensions

(a) Compliance with Finance-related Legal and Contractual Provisions

52



Uniform Administrative Requirements, Cost Principles, 
and Audit Requirements for Federal Awards

(b) Deficit Fund Equity/Net Position 

(a) Primary Government 
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Custodial Credit Risk of Bank Deposits 

Interest Rate Risk 
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Credit Risk 
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Fair Value 
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Investments in Entities that Calculate Net Asset Value per Share 
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Other Employee Benefit 

NAV Investment Disclosures 

Retirement Systems 

NAV Investment Disclosures 
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Concentration of Credit Risk 

Foreign Currency Risk 

62



 

Securities Lending 

63



 64



 

(b) Component Units - Downtown Development Authority 

Custodial Credit Risk of Bank Deposits 

Credit Risk 

Fair Value
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Interest Rate Swap 

(c) Component Units - Economic Development Corporation 

Custodial Credit Risk of Bank Deposits 

Investments 
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(a) Balances Due from/to Other Funds 

(b) Advances between Funds 
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(c) Transfers 

Governmental Activities 
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Business-type Activities 

Water Fund
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Business-type Activities (Continued) 

Sewage Disposal Fund

Transportation Fund
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Business-type Activities (Continued) 

Public Lighting Authority Fund

Nonmajor Proprietary Funds - Automobile Parking Fund
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Business-type Activities (Continued) 

Nonmajor Proprietary Funds - Airport Fund

Component Units 

Detroit Housing Commission
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Component Units (Continued) 

Downtown Development Authority
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Changes in Long-term Obligations 

Governmental Activities 

Business-type Activities 

Water Fund
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Business-type Activities (Continued) 

Sewage Disposal Fund

Transportation Fund

Public Lighting Authority

Nonmajor Proprietary Funds

Automobile Parking Fund

Airport Fund
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General Obligation Bonds 

Governmental Activities 

Refunded Bonds 

2016-C Distributable State Aid Bonds
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Financial Recovery Bonds  

2014-B(1) and B(2) 

2014-C Bonds 

78



 

2014 - A and B Bonds (Reoffered as 2014 - F(1) and F(2) - Quality of Life Bonds) 

Schedule of General Obligation Bonds

Governmental Activities 
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Governmental Activities (Continued) 

Business-type Activities 

Water Fund

Sewage Disposal Fund

Transportation Fund

Public Lighting Authority Fund
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Business-type Activities (Continued) 

Nonmajor Proprietary Funds

Automobile Parking Fund

Airport Fund

Component Unit

Detroit Public Library

Revenue Bonds

Governmental Activities 
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Water Fund and Sewage Disposal Fund 

Notes and Loans Payable

Governmental Activities 

Nonmajor Funds
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Debt Service Requirements

Debt Limit 

83



 

Housing Commission - Component Unit 

84



 

Detroit Public Library - Component Unit 

Downtown Development Authority (DDA) - Component Unit 

DDA Bonds Payable 
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Bonds Contract Payable 

Local Development Finance Authority - Component Unit 

86



 

City Bonds Authorized and Unissued 
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Debt Ratings

(a) Plan Administration
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(b) Plan Membership

(c) Benefits Provided  

Component II
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Component I 

(d) Contributions  

Employer Contributions

Component II 

GRS

PFRS

Component I 

GRS

PFRS
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Employee Contributions

(e) Deferred Retirement Option Program (DROP)  

(f) Net Pension Liability (Asset)
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Component II - GRS 

Component II - PFRS 
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Component I - GRS 

Component I - PFRS 
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(g) Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related 
to Pensions  

96



 

(h) Actuarial Assumptions 
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(i) Discount Rates  

98



 

Sensitivity of the Net Pension Liability to Changes in the Discount

Component II 

Component I 
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(k) Pension Allocations  
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(a) Plan Description and Administration 

(b) Benefits Provided 

(c) Employees Covered by Benefit Terms 

(d) Contributions 

102



(e) Net OPEB Asset 

(f) OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to 
OPEB
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(g) Actuarial Assumptions 

(h) Discount Rate 

104



(i) Investment Policy 

(j) Sensitivity of the Net OPEB Liability to Changes in the Discount Rate 

(k) OPEB Plan Fiduciary Net Position  

Closed Death Benefit Plan 

Plan Description 
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Benefits Provided 

Contributions 

Total OPEB Liability 

Other Retiree Healthcare Plans 

Description 

Plan Provisions 
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Lawsuits and Claims 

108



 

Grant Audits 

Block Grant Funds 

Other Contingencies 

Construction and Other Contractual Commitments
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Operating Leases 

Joe Louis Arena and Joe Louis Arena Parking Facility - Lease Agreement 

In re City of Detroit, Michigan

Opinion Regarding Eligibility
Order for Relief Under Chapter 9 of the Bankruptcy Code

110



Eighth Amended Plan for the Adjustment of Debts of the City of 
Detroit (October 22, 2014)

Bankruptcy Appeals 

Pension Settlements 

111



 

Great Lakes Water Authority 

112



United States of America vs. City of Detroit, et al.

Special Item - Bifurcation 
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Rate Setting 

Lease Payments 

The Syncora Settlement 

The FGIC/COP Settlement 
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Settlement Credits 

Financial Review Commission 

et seq.
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(a) Debt Issuance  
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(b) Progress on Resolution of Unsecured Bankruptcy Claims

(c) Grand Circus Parking Garage Lease 
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(d) Downtown Development Authority
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Budgeting Policy 

Budgetary Compliance
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See notes to schedule of actuarial assumptions. 133



 

Benefit Changes 

Component II

Component I

Changes in Assumptions
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The Statistical Section Contains: 
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Contents 

Financial Trends 

Revenue Capacity 

Debt Capacity 

Demographic and Economic Information 

Operating Information 
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