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December 21, 2023

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

We are pleased to submit the City of Detroit, Michigan’s (the “City”) Annual Comprehensive
Financial Report (ACFR) for the fiscal year ended June 30, 2023 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. It is also prepared in accordance with U.S. generally
accepted accounting principles (GAAP), as established by the Governmental Accounting Standards Board
(GASB), and meets all requirements of state finance law of the State of Michigan.

The Office of the Chief Financial Officer (OCFO) prepares the City’s ACFR and is responsible for
the accuracy, completeness, and fairness of the data presented, 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.

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, 2023 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, 2023 are fairly presented in conformity with GAAP. The independent auditor's report
is presented in the financial section of this report.

Management’s Discussion and Analysis (MD&A) follows the independent auditors’ report and
provides a narrative introduction, overview, and analysis to accompany the basic financial statements as
required by GAAP. This letter of transmittal is intended to complement the MD&A and should be read in
conjunction with it.

Profile of the Government

The City is located in southeastern Michigan in Wayne County with a land area of approximately
139 square miles. The City of Detroit is a home rule city with significant independent powers, pursuant to
the provisions of the Constitution of the State of Michigan (the “State”). In accordance with the City
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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.

Mayor Mike Duggan is serving his third four-year term, which began January 1, 2022. During his
terms in office, Mayor Duggan focused on restoring strong fiscal management, improving basic city
services such as streetlighting, bus service and police and EMS response times, and blight removal. As
those issues began to be successfully addressed, and as the City again began attracting major investment
and jobs, his priorities expanded to ensuring that long time Detroiters who stayed during the difficult
years have the opportunity to participate fully in the City's recovery. That meant creating more affordable
housing as part of new residential developments, assuring priority in hiring for Detroiters with new
companies locating or expanding in the City, expanding contracting opportunities for Detroit-based
companies and developing programs to provide greater support for the City's small businesses. This
strategy has fostered, and will continue to foster, retention and attraction of residents and businesses to
the City. These efforts will expand the tax base and increase employability and skills of City residents,
grow income and attract employers to the City, and interrupt factors contributing to poverty and
intergenerational poverty that restrain the prosperity of City residents.

In his current term, Mayor Duggan is continuing to build on this progress as he attempts to create
a City of not only opportunity and equity, but also of beauty as he seeks to complete the task of removing
commercial and residential blight from the City, improving hundreds of City parks, supporting mural art
across the City, building beautiful new neighborhood streetscapes and more. Contributing to the
administration's work is the City's share of federal American Rescue Plan Act (ARPA) and Infrastructure
Investment and Jobs Act funds, which are being used to improve neighborhoods, develop housing and
homelessness prevention programs, improve job skills and readiness, and make massive investments in
the City's road, water, technological and transportation infrastructure. Throughout this process, the
Mayor will continue to work collaboratively with his partners on City Council who have been instrumental
in the City's progress over the past 10 years.

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. The City Council is aided in carrying out its mission
by agencies such as the Legislative Policy Division, the City Planning Commission, the Auditor General,
and the Ombudsman. 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. 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.

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, 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.
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Local Economy

The City is the center of the nation’s 14™ largest metropolitan statistical area. As of 2020, Detroit
was the 27" largest city, with an estimated census population of approximately 639,111, according to
the current reports of the U.S. Census Bureau. Detroit is the commercial capital of Michigan and a major
economic and industrial center of the nation. Although Detroit is known internationally for automobile
manufacturing and trade, the City also has major companies in the financial and technology sectors,
educational and health care institutions, and entertainment venues with four major sports teams and
three casinos located within the City limits. 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. The $5.7 billion project has added 2,500 jobs to the local economy and is
currently the largest infrastructure venture in North America. The Detroit Metropolitan Wayne County
Airport is one of the nation’s major hubs. There are seven major employment districts, and three Fortune
500 companies that have world headquarters within the City.

The City’s economic development strategic priorities align both geographic and industry
advantages to grow and diversify Detroit’s economy. The City has developed a suite of programmatic
initiatives to support its high-growth/high-demand and emerging industry sectors, enable business
growth, and advance neighborhood development throughout our community. The strategic priorities
include business retention, corporate attraction, economic diversification, industrial development, small
business development, neighborhood and downtown revitalization, and post-COVID economic
realignment. In 2022, Time Magazine named Detroit one of the World’s Greatest Places. Additionally, USA
Today has named the City’s Riverwalk the Best in America for a third consecutive year.

In the last four years, Detroit’s industrial sector dramatically expanded, with automotive
manufacturers ramping up their production capacity and investing in state-of-the-art, future-focused
facilities. Stellantis (which formerly operated in Detroit as Fiat Chrysler Automobiles [FCA]) invested $2.5
billion in the construction of its new Mack Avenue Assembly Plant and to retool and modernize their
existing Jefferson North Assembly Plant (JNAP) into a new assembly site. General Motors (GM) invested
$2.2 billion in its Detroit-Hamtramck Assembly Plant becoming the company’s first all-electric vehicle
plant focusing on producing electric and self-driving vehicles. At the Michigan Central Train Station, Ford
is near completion of a 1.2 million square-foot facility that will serve as an innovation hub to develop,
design and test mobility solutions as the company reimagines its business for a new century. And worth
noting, the first wireless charging roadway in the nation was unveiled in Detroit in November 2023.
Finally, Detroit’s extensive manufacturing experience and highly skilled workforce have encouraged an
increasing number of partnerships between the industrial manufacturing and tech sectors.

Through its economic development strategy, the City is also fostering growth of other sectors as
well. The trend of financial services moving into Detroit began in 2011 with Quicken Loans relocating
operations into the City. On September 21, 2022, Huntington Bank cut the ribbon to its new commercial
banking headquarters in downtown Detroit, a $104 million, 20-story building located on Woodward
Avenue. More recently, in February 2023, Henry Ford Health announced a $2.5 billion expansion of its
Detroit hospital campus in partnership with Michigan State University.

! The City has filed an appeal with the U.S. Department of Commerce, contesting the current number of 639,111,
citing research that would raise the City’s population closer to 700,000.
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The City continues to invest in infrastructure projects and attracting businesses that can benefit
from Detroit’s strategic location. Initial operations have begun of Amazon’s $400 million, 3.8 million
square-foot fulfillment center on the site of the former Michigan State Fairgrounds, with the official launch
and employment of 1,200 to occur in 2023. Additionally, this year Olympia Development and Related
Companies revealed details of their planned $1.5 billion development that will bring housing, office, retail
and two hotels across 10 properties in the District Detroit. And Fort Pontchartrain Hotel owners are
reportedly reviving plans to build a second tower at their downtown location. Also reflective of the
Duggan administration’s economic strategy, is Detroit’s selection to host two recently announced major
sporting events, the NFL Draft in 2024 and the NCAA Men’s Final Four in 2027.

According to the Bureau of Labor statistics, Detroit’s unemployment rate in April 2023 was 4.2%,
the lowest the number has been since 1990 when the bureau began recording the data. The previous
record low unemployment rate for the city was in April 2000 at 5.4%. The City’s pandemic peak was 40.4%
in May 2020. According to employment numbers released in September 2023 by the Bureau of Labor
Statistics, 237,099 Detroit residents were working, an increase of nearly 10,000 employed residents from
one year prior. It was the first time employment among Detroit residents had surpassed pre-pandemic
levels and hit a 13-year high.

Financial Overview and Budgetary Control

The $2.5 billion Fiscal Year 2022-2023 (“FY23”) Adopted Budget and Four-Year Financial Plan built
on the Mayor and the City Council’s continued collaboration to set a fiscally sustainable course for Detroit.
The FY23 Adopted Budget totaled over $1.2 billion for the General Fund, of which over $1.1 billion was
recurring and $76.7 million was non-recurring. In the Adopted Budget, FY23 recurring revenues were
$91.4 million (8.7%) over the FY22 Adopted Budget level, driven by stronger Income Taxes and new
Internet Gaming revenues. As the economy and revenues recovered, the FY23 budget moved the City
beyond pandemic cost-cutting and included targeted investments in services, capital improvements,
blight remediation, and reserves.

Reflecting the further gains in Income Tax revenues observed in the FY22 actual results, the City’s
September 2022 Revenue Estimating Conference approved revenues $42 million higher than the FY23
Adopted Budget. At that time, the City negotiated and approved new collective bargaining agreements
with its police unions to increase police officers’ pay to competitive levels to drive recruitment and
retention. Police wage rates are now set through FY27.

Based on the recurring revenue gains and the $230 million unassigned fund balance ending FY22,
the City amended the FY23 Budget in November 2022 and in February 2023 to increase recurring
appropriations by $42 million, primarily for the approved police union CBAs and the firefighter/EMS
merged role transition, and to increase one-time appropriations by $156.5 million, to increase reserves
($75 million) and accelerate capital improvements and blight remediation ($81.5 million). The additional
reserves included $60 million for the Risk Management Fund, another $10 million for the RPTF (bringing
the FY23 total deposit to $100 million), and $5 million to support remaining pandemic response expenses
not otherwise covered with external funding.

Due to the City’s stronger and faster than originally expected economic and revenue recovery,
and its conservative budget and fiscal management, the City’s FY23 results show a $1.197 billion fund
balance in the General Fund, of which $146 million is unassigned. The City increased its Rainy Day Fund
(“Budget Reserve”) by $12 million, to a total of $150 million. During FY23, the City deposited $100 million
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into its Retiree Protection Trust Fund for a total of $455 million by the time the City resumes legacy
pension contributions in FY24. With these results, FY23 marks the ninth consecutive year the City ended
with a surplus and unassigned fund balance since the exit from bankruptcy in December 2014.

The City was better situated to respond financially to the pandemic, and navigate its recovery,
due to the fiscally responsible actions of the Mayor and City Council with guidance from the OCFO over
the nine years since bankruptcy. The City enacted annual balanced budgets each year and has used one-
time surpluses for one-time expenditures and increasing reserves. Based on these financial improvements
along with steps to address long-term liabilities, the City’s credit rating is now one notch below investment
grade. These financial practices qualified the City for a waiver from active financial oversight by the State’s
Financial Review Commission in 2018 and each year thereafter.

As a major reform leaving bankruptcy, State law established a Chief Financial Officer (CFO)
position vested with authority over all financial and budget activities. The legislation restructured all
finance, budget, procurement, property assessment, and grants management functions and created a
new centralized financial management organization called the Office of the Chief Financial Officer (OCFO)
based on leading government practices and industry standards. The reform increased control over all City
financial activities and supports a long-term budget balance.

The City’s restructured budget process is informed by a comprehensive planning process that
includes departmental, procurement, grant, staffing, technology, capital and long-term financial
planning. The Mayor proposes to the City Council a balanced 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 City’s four-year financial plan cannot exceed revenues certified by the independent
Revenue Estimating Conference, and the CFO must certify the annual budget complies with the Uniform
Budgeting and Accounting Act, 1968 PA 2 MCL 141.421 to 141.440a.

Long Term Financial Planning

To complement the City's Budget and Four-Year Financial Plan, the City develops a 10-year
forecast to support comprehensive, long-term financial planning. The model informed proactive
initiatives that helped prepare the City's finances for the COVID-19 pandemic recession, including:
increasing the City’s budget reserve (or “Rainy Day Fund”) prior to the recession, creation of the Retiree
Protection Trust Fund, initiating a repurchase and refunding debt transaction to reduce recurring debt
service and eliminate the prior debt cliff, investing capital in the vehicle replacement plan which has
reduced costs for repairs and maintenance, and utilizing data-driven modeling and analysis to support
decision-makers. In 2019, the City announced a partnership with Michigan's top three public research
universities to provide the City with Detroit-specific economic data analysis and forecasting services. In
August 2023, the University of Michigan issued its latest Detroit economic forecast from this partnership
(“The Detroit Economic Outlook for 2022-2028"), which predicts the City’s economy will continue to see
steady growth, with increasing jobs and wages.

The City has also improved capital planning through its biennial Capital Agenda, which forecasts
capital needs, establishes capital investment priorities, and identifies anticipated funding sources, all of
which informs future City budgeting. Prepared during the summer and fall of 2022, the Mayor submitted
his proposed 2022 Capital Agenda to City Council on November 1, 2022, totaling $2.4 billion covering
FY24 through FY28. Following their review and deliberation, the City Council approved the Capital Agenda
on February 28, 2023.
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Over the past nine years, the City has made major capital investments to return City services to
levels Detroiters expect and deserve. During this time, we have installed new LED streetlights to relight
the City, demolished over 20,000 dangerous vacant houses citywide, replaced buses to improve
transportation service, replaced public safety vehicles to reduce Police and EMS response times, and
renovated over 165 parks. This Capital Agenda focuses on infrastructure investments that support critical
services for Detroiters and neighborhood improvements that fundamentally advance Detroiters’ lived
environment without increasing taxes. It prioritizes projects that promote the state of good repair for
essential facilities, vehicles, and IT equipment. It also continues the City's focus on improving our
neighborhoods through stabilizing or demolishing blighted residential structures, park improvements,
greenways, and commercial corridors.

Tax Abatements

The City enters into various tax abatement agreements with taxpayers to promote economic
development or social welfare within the City. These tax abatements are used to attract investment,
increase employment, catalyze research and technology development, and drive improvement to less
developed areas of the City. All projects must demonstrate that “but for” the incentive the project would
not occur and that the City will receive a net benefit from the investment. The Detroit Economic Growth
Corporation (DEGC) underwrites all projects and completes a fiscal impact analysis to determine if a
project meets these qualifications. As more fully described in Note 14 to the financial statements, the
types of programs used are Brownfield Redevelopment Authority, Industrial Facilities Tax, Commercial
Rehabilitation Act, Commercial Redevelopment Act, Renaissance Zone Act, Obsolete Property
Rehabilitation Act, Neighborhood Enterprise Zone, Land Bank Fast Track, Personal Property Exemption,
Senior Citizen/Disabled Family Housing Exemption and Michigan State Housing Development Authority.
In fiscal year 2023, $37.4 million of general taxes and $12.6 million of debt millage taxes were abated
under these programs.

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.

The OCFO Administrative Issuance System 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.

vi
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Awards

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 Detroit for its annual
comprehensive financial report for the fiscal year ended June 30, 2022. This was the fifth consecutive
year that the government has achieved this prestigious award. In order to be awarded a Certificate of
Achievement, a government must publish an easily readable and efficiently organized annual
comprehensive financial 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
annual comprehensive financial report meets the Certificate of Achievement Program’s requirements,
and we are submitting it to GFOA to determine its eligibility for a certificate.
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AUDITOR GENERAL'’S LETTER

December 21, 2023

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

The basic financial statements included in the City's Annual Comprehensive Financial
Report for the fiscal year ended June 30, 2023, were audited by Plante & Moran, PLLC,
under contract with the City of Detroit’s Office of the Auditor General.

The audit of these financial statements and the resulting Auditors' opinion satisfies the
requirements of the City Charter under Section 7.5-105, which requires the Auditor

General to make a public report of the financial position of the City as soon as possible
after the close of each fiscal year.

Respectfully submitted,

Lamro Goodspeed

Laura Goodspeed, CPA
Auditor General
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City completes
yearlong
incinerator
demolition

in June with
implosion of
smokestack

The City of Detroit finished the
final phase of the yearlong process
of demolishing the former Waste
Energy Facility - commonly known
as the trash incinerator - in June
2023 with the controlled implosion
of the facility's iconic smokestack.

For 34 years, the incinerator’s stack
stood over the 1-94/I-75 interchange
and had a troubled history of releasing
harmful fumes that irritated neighbors.

All hazardous materials inside the
complex were safely removed
and properly disposed of prior

to dismantling and demolition
proceeding.

Dykon Explosive Demolition
demolished the smokestack through
the use of controlled explosives that
caused the tower to successfully fall
westerly on the incinerator property,
away from the closest residential area.

CITY OF

DETROIT ANNUAL COMPREHENSIVE FINANCIAL REPORT




Detroit launches
Dead, Dangerous,
and Diseased
Tree Program,;
new initiative to
help residents
clean up trees in
neighborhoods
across the City

The City of Detroit announced in May 2023 the
launch of the Dead, Dangerous, and Diseased
Tree program, which allows residents to report
trees on their private property they feel need
to be trimmed or removed. If the trees qualify,
they will be trimmed or removed, with no
charge to the resident.

While the City has always been responsible for
maintaining the trees between the sidewalk and
streets, some residents require financial help to
handle the dead, damaged, or diseased trees on
their own private property.

Officials say the safety of residents was the City
of Detroit’s first consideration when creating the
new program.

If a resident believes they have a dead, dangerous,
or diseased tree on their private property, they
can call (313)-224-4444 or go to the Department
of Neighborhoods website and submit a request.

CITY OF

DETROIT ANNUAL COMPREHENSIVE FINANCIAL REPORT




n joins family of Joe
embers.of Congress to
celebrate completion of first stretch of
transformational Joe Louis Greenway

Mayor Mike Duggan and members of the
community came together in October 2022
to help christen the completion of the first
one-mile segment of the Joe Louis Greenway
from Joy Rd. to Warren Ave. The event was

a community celebration with hundreds of
residents in attendance.

Joining the Mayor and residents in the
celebration was Council President Mary Sheffield,
Councilmember Fred Durhal Ill, Senator Debbie
Stabenow, Congresswoman Rashida Tlaib, and
County Commissioner Alisha Bell along with
Joyce Barrow Henderson, daughter of Joe Louis.

The Joe Louis Greenway is a 27.5-mile path that
will connect Detroiters in 23 neighborhoods to
existing trails like the Dequindre Cut, the Detroit
Riverfront, four other cities, and each other. The
Joe Louis Greenway is a transformational project
that intends to unify and provide equitable
access to recreational opportunities for residents.

CITY OF

DETROIT ANNUAL COMPREHENSIVE FINANCIAL REPORT




Construction
begins on new
state-of-the-art
State Fair Transit
Center, outdoor
public plaza

CITY OF

Work to complete the conversion of the
historic Dairy Cattle Barn at the former
Michigan State Fairgrounds into a new state-
of-the-art transit center officially kicked off in
May 2023.

Interior demolition was completed over the
winter, and through this summer, the location
was bustling with activity as crews worked to
create a beautiful transit hub that will serve tens
of thousands of transit riders annually.

Once completed next Spring, the new transit
center will serve both Detroit Department of
Transportation and SMART riders, as well as
ride share customers and those using other
transportation forms such as MoGo bikes
and scooters.

The building will offer not only fully indoor service
for transit users, but also restroom facilities, retail
and community space, as well as outdoor public
gathering areas featuring the preserved south
portico of the former State Fair Coliseum.

DETROIT ANNUAL COMPREHENSIVE FINANCIAL REPORT




Detroit Demolition eartment

celebrates demolition of 3,000th
property under Proposal N

The Demolition Department reached it’s
3,000th property demolition milestone in
December 2022, powered by Proposal N,
the City of Detroit’s bond-funded blight
removal program. The program was
approved by voters in 2020 and is making

a significant impact in neighborhoods that
once felt left behind. The department is
on-track to demolish 8,000 blighted homes
across Detroit.

The Demolition Department utilized $63
million in bond funding to demolish those
3,000 properties and stabilize over 1,300 for
sale. Post-demolition, vacant side lots are
available for residents to purchase for $100
through the Detroit Land Bank Authority.

CITY OF

DETROIT

On the morning of December 16, lifelong
Detroiter Patricia Carter watched with great
relief as one of the Demolition Department’s
Detroit-based, minority-owned contractors,
DMC Consultants, demolished and cleared a
vacant home that has stood for years in the
Oakman Boulevard Neighborhood.

“I've lived in this neighborhood for fifty-four
years,” said Carter. “I've seen what some of

my neighbors have done with the vacant lots
after the houses were knocked down - they've
really dressed them up. I'm very happy to see
more of the demolition around here.”

ANNUAL COMPREHENSIVE FINANCIAL REPORT
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Mayor S Jump Start |n|t|at|ve to g Th
; re-engage long term UImepﬁ)ye\l L5y
sfesidents draws White/House praise

The City of Detroit announced in January 2023 that
it had partnered with 18 community groups and
activist organizations on a new program unlike any
other in the U.S. to help long-term unemployed
residents get reengaged in the job market.

The Jump Start program is funded through American
Rescue Plan Act (ARPA) dollars, made possible by the
Biden Administration.

On January 27, Mayor Duggan joined with other local
officials and President Biden’s top ARPA advisor,
Gene Sperling, on the $1.9 trillion ARPA initiative to
introduce leaders of the 18 In Detroit Organizations
(IDOs) that were selected through a City procurement
process.

The IDOs will be the City of Detroit's boots on

the ground for enrolling long-term unemployed
Detroiters in Jump Start. Each will be tasked with
identifying residents from the neighborhoods
they're already doing work in and enrolling them in
education or training programs. They will also coach
and mentor each participant, monitor their progress
and identify potential barriers to success throughout
the program.

ANNUAL COMPREHENSIVE FINANCIAL REPORT
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City, State
leaders
celebrate new
$16M Ruth Ellis
Clairmount
Center for

LGBTQ+ youth

CITY OF

Mayor Mike Duggan, Congresswoman Rashida Tlaib
and City Council President Mary Sheffield joined
developers, Henry Ford Health and the community
in October 2022 to officially open the new Ruth

Ellis Clairmount Center in Detroit’s Piety Hill
neighborhood.

The 43-unit development is a collaboration between
the Ruth Ellis Center and Full Circle Commmunities

Inc. The $16 million location features permanent
supportive housing, a community health and wellness
center, and community spaces designed to address
barriers LGBTQ+ young people experience in accessing
housing and other vital services.

The development —seven years in the making — serves
as a haven for LGBTQ+ youth who may have had to
leave an unsupportive or unsafe living situation.

The location also features on-site space dedicated

to support services provided by Ruth Ellis Center

for individual and group therapy, as well as case
management. Primary care providers and addiction
and mental health counselors will also be available at
the center

DETROIT ANNUAL COMPREHENSIVE FINANCIAL REPORT




2023 Clty WaIIs campaign announces
new mural locations to transform
more Blight to Beauty

In April 2023, Mayor Mike Duggan joined
artists and community partners to
announce 23 additional locations across
the City of Detroit that will be beautified
with stunning murals through the 2023 City
Walls campaign.

The announcement followed an extensive
search, where 25 artists were chosen to
transform and create beauty in the 23
locations. In May, the City issued a second
wave of open calls for the 2023 season. In total,
more than $500,000 was distributed to local
artists in the form of commissions to create
40 total new murals.

CITY OF

DETROIT

City Walls was created initially in 2017 to
replace graffiti-covered walls and viaducts
with attractive murals. This year marks the
seventh for the City Walls program and will be
the biggest yet, building on Mayor Duggan's
Blight to Beauty campaign.

Over its first six years, City Walls has resulted

in more than 125 beautified locations,
including the program’s 100th mural “The
Spirit” by Detroit artist Waleed Johnson, which
represents an African American woman as
the Spirit of Detroit. The mural is located on
Van Dyke at Mack Avenue.

ANNUAL COMPREHENSIVE FINANCIAL REPORT
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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 Audit of the Financial Statements
Opinions

We have audited the 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, 2023 and the related notes to the
financial statements, which collectively comprise the City's basic financial statements, as listed in the table of
contents.

In our opinion, based on our audit and the reports of other auditors, the accompanying 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, 2023 and the respective changes in its
financial position and, where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

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, Eight Mile/Woodward Corridor
Improvement Authority, and Community Education Commission, which collectively represent 78.54 percent, 75.50
percent, and 52.77 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 $205 million, $30.6
million, and $24.3 million, respectively; the Greater Detroit Resource Recovery Authority, which represents 3.14
percent, 5.28 percent, and 1.39 percent of the assets, net position/fund balance, and revenue, respectively, of the
aggregate remaining fund information; and the Detroit Building Authority, which represents 33.58 percent, 5.63
percent, and 65.13 percent of the assets, fund balance, and revenue, respectively, of the major Capital Projects
Fund. Those financial statements were audited by other auditors, whose reports have been furnished to us, and
our opinions, insofar as they relate to the amounts included for the business-type activities, aggregate discretely
presented component units, Public Lighting Authority as a major enterprise fund, and aggregate remaining fund
information, are based solely on the reports of the other auditors.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
(GAAS) and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Our responsibilities under those standards are further described in
the Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the City and to meet our other ethical responsibilities in accordance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinions. The financial statements of Greater Detroit Resource
Recovery Authority, Detroit Public Library, and Museum of African American History were not audited under
Government Auditing Standards.
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To the Honorable Mayor Michael E. Duggan
and the Honorable Members of the City Council
City of Detroit, Michigan

Emphasis of Matter

As discussed in Note 1 to the financial statements, during the year ended June 30, 2023, the City adopted the
provisions of Governmental Accounting Standards Board Statement No. 96, Subscription-Based Information
Technology Arrangements. Our opinion is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the City's ability to continue as a going concern for
12 months beyond the financial statement date, including any currently known information that may raise
substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and, therefore, is not a
guarantee that an audit conducted in accordance with GAAS and Government Auditing Standards will always
detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include examining,
on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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
City's internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the City's ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that we
identified during the audit.



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

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and other required supplementary information, as identified in the table of contents, be
presented to supplement the basic financial statements. Such information is the responsibility of management
and, 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 Supplementary 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, is
presented for the purpose of additional analysis and is not a required part of the basic financial statements. Such
information 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. The 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.

Other Information

Management is responsible for the other information included in the Annual Comprehensive Financial Report. The
other information comprises the introductory and statistical sections but does not include the basic financial
statements and our auditor's report thereon. Our opinions on the basic financial statements do not cover the other
information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other information and
consider whether a material inconsistency exists between the other information and the basic financial statements
or whether the other information otherwise appears to be materially misstated. If, based on the work performed,
we conclude that an uncorrected material misstatement of the other information exists, we are required to
describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 21, 2023 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 solely 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 effectiveness of the City's 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.
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City of Detroit, Michigan

Management’s Discussion and Analysis

As management of the City of Detroit (the “City”), we offer readers of the City’s Annual Comprehensive Financial Report
(ACFR) this narrative overview and analysis of the financial activities of the City for the Year Ended June 30, 2023. 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 following are the City’s financial highlights for the Year Ended June 30, 2023:
Government Wide
e At June 30, 2023 the City’s total net position was $1.64 billion.
e The City’s unrestricted net position reflected a deficit of $314.0 million as of June 30, 2023.
e The City had revenues of $2.79 billion, and expenses of $1.99 billion for the year ended June 30, 2023.
Fund Level
e The General Fund assets exceeded its liabilities and deferred inflows of resources by $1.20 billion. Cash and

investments on hand, including restricted balances, totaling $1.15 billion was $160.2 million higher than the
$986.0 million at June 30, 2022.

2023 (In thousands) 2022 (In thousands)
Other Major & Other Major &
General Non-Major General Non-Major
Fund Governmental Totals Governmental Totals
Funds Fund Funds
Cash and cash equivalents $ 623,755 $ 992,944 $ 1,616,699 $ 544,286 $ 1,067,823 $ 1,612,109
Restricted cash and investments 522,489 203,877 726,366 441,725 277,011 718,736
Total Cash and investments $ 1,146,244 $ 1,196,821 $ 2,343,065 $ 986,011 $ 1,344,834 $ 2,330,845

e The General Fund had a fund balance of $1.20 billion at June 30, 2023, a $161.2 million increase from the $1.04
billion fund balance at June 30, 2022. The General Fund had unassigned cumulative fund surplus of $146.1
million at June 30, 2023, a $52.4 million decrease from the $198.5 million surplus at June 30, 2022.

e  Other Major & Non-Major Governmental Funds had a fund balance of $349.0 million at June 30, 2023, a $71.9
million decrease from the $420.9 million fund balance at June 30, 2022. Other Major & Non-Major Governmental
Funds had unassigned fund deficits of $0.3 million at June 30, 2023, a $4.5 million decrease from the $4.8
million deficit at June 30, 2022.

e The City’s enterprise funds had a net position of $1.44 billion at June 30, 2023, an increase of $118.7 million
from $1.32 billion at June 30, 2022. The enterprise funds cumulative unrestricted net position was $792.5 million
at June 30, 2023.

Long-term Debt Activities

The City’s total bonded debt at June 30, 2023 was $2.10 billion, a decrease of $94.5 million from the $2.20 billion at
June 30, 2022 balance.

Total primary government long-term obligations were $4.60 billion at June 30, 2023, a decrease of $126.9 million from
the $4.73 billion at June 30, 2022.



City of Detroit, Michigan

Management’s Discussion and Analysis (Continued)

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is an introduction to the City’s basic financial statements, which has been comprised of
three components: (1) government-wide financial statements, (2) fund financial statements and (3) notes to the basic
financial statements. This report also contains other required supplementary information in addition to the basic financial
statements.

Government-wide Financial Statements

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 financial statements include the Statement of Net Position and the
Statement of Activities. These statements are prepared using the economic resources measurement focus and accrual
basis of accounting. They take into account all revenues and expenses connected with the fiscal year, regardless of
when the City received or paid the cash. The Statement of Net Position and the Statement of Activities are two financial
statements that report information about the City as a whole, and about its activities. This statement should assist with
answering how has the City’s financial position, as a whole, changed as a result of this year's activities. These
statements include all non-fiduciary assets and liabilities.

The Statement of Net Position, presents all of the City’s assets, deferred outflows of resources and liabilities, and
deferred inflows of resources, with the difference reported as net position. Over time, increases and decreases in net
position measure whether the City’s financial position is improving or eroding.

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

Both statements report three activities:

o Governmental Activities — Most of the City’s basic services such as public protection (police and fire) and public
works are reported under this category. Taxes and intergovernmental revenues generally fund these services.

e Business-Type Activities — The City charges fees to customers to help it cover all or most of the cost of services
it provides such as water and transportation.

e Discretely Presented Component Units — Component units are legally separate organizations for which the
elected officials of the primary government are financially accountable. There are fourteen legally separate
organizations presented as discretely presented component units including the Economic Development
Corporation, Museum of African American History, Detroit Employment Solutions Corporation and Housing
Commission that are reported as discretely presented component units.



City of Detroit, Michigan

Management’s Discussion and Analysis (Continued)

Fund Financial Statements

The fund financial statements provide detailed information regarding the major individual funds. A fund is a fiscal and
accounting entity with a self-balancing set of accounts that the City uses to keep track of specific sources of funding and
spending for a particular purpose. The City's funds are divided into three categories; governmental, business-type and
fiduciary which use different accounting approaches.

e Governmental Funds — Most of the City’s basic services are reported in the governmental funds, which focus
on how money flows into and out of those funds and the balances left at year end that are available for future
spending. The governmental fund financial statements provide a detailed short-term view of the City’s general
government operations and the basic services it provides. Governmental fund information helps determine
whether there are more or fewer financial resources that can be spent in the near future to finance the City’s
programs. These funds are reported using modified accrual accounting, which measures cash and all other
financial assets that can readily be converted to cash. Governmental funds include the General Fund and other
governmental funds.

e Business-Type Funds — When the City charges customers for services it provides, whether to outside customers
or to other agencies within the City, these services are generally reported in business-type funds. Business-
Type (e.g., Enterprise) funds utilize accrual accounting, the same method used by private sector businesses.
Enterprise funds report activities that provide supplies and services to the general public (e.g., Transportation
Fund).

¢ Internal Service Funds — The City uses internal service funds to account for the financing of goods and services
provided by one department or agency to other departments or agencies of the City and to other governmental
units, on a cost-reimbursement basis.

e Fiduciary Funds — Fiduciary funds are used to account for resources held for the benefit of parties outside the
City. For reporting purposes, unlike governmental and proprietary statements, the City's fiduciary funds are not
included in its government-wide financial statements on the basis that resources in those funds are not available
to support the City's own programs. Accordingly, separate fiduciary/custodial-fund statements can be found
immediately following the internal service fund financial statements.

o Custodial funds - A subset of Fiduciary type funds, are used to account for transactions of assets held
by the City in a fiduciary capacity. The City had five (5) custodial funds within the fiduciary type namely:
36th District Court, B Bond Claims, Delinquent Property Tax Fund, Property Tax Receiving Fund, and
Other Custodial Fund.

Notes to the Basic Financial Statements

The Notes to the basic financial statements provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements. The notes can be found immediately following the
basic financial statements.

Additional Required Supplementary Information

The required supplementary information that follows the basic financial statements further explains and supports the
information in the financial statements.

Other Supplementary Information
Other supplementary information includes combining financial statements for non-major governmental, proprietary, and

fiduciary funds. These funds are added together, by fund type, and are presented in single columns in the basic financial
statements, but are not reported individually, a