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JUNE 2017 
 

08  Zoning Board of Appeals, 7:00p.m., Council Chamber Cancelled 
12    City Council Workshop, 5:30 p.m., Admin Conference Room  
12 City Council, 7:00 p.m., Council Chamber 
13 Tax Increment Finance Authority, 4:00 p.m., Admin Conference Room
14 Pension Board, 3:00 p.m., Admin Conference Room 
14 Retiree Health Care, 3:00 p.m., Admin Conference Room 
14 Planning Commission, 7:00 p.m., Council Chamber  
19 Downtown Development Authority, 5:30 p.m.,  Cancelled
19    City Council Workshop, 5:00 p.m., University Center  
20 Brownfield Redevelopment Authority, 6:00 p.m., Admin Conference Room  
21 Beautification Advisory Commission, 6:00 p.m., Council Conference Room  
22 Library Board, 7:00 p.m., Auburn Hills Public Library 

26 City Council, 7:00 p.m., Council Chamber 

 
 

 
 
 
 
 
 
 

 
 City Council Chamber (Conf. Rm.) – 1827 N. Squirrel Road 
 Administrative Conference Room – 1827 N. Squirrel Road 
 Public Safety Building – 1899 N. Squirrel Road  
 Community Center – 1827 N. Squirrel Road 
 Department of Public Works (DPW) – 1500 Brown Road        
 Fieldstone Golf Course - 1984 Taylor Road 

Library - 3400 Seyburn Drive 
 Downtown Chamber Offices – 3395 Auburn Road, Suite A 
    University Center, 3350 Auburn Road, Main Floor, Classroom AHUC-02  



 

The City of Auburn Hills 
Regular City Council Meeting 

Monday, June 12, 2017 ♦ 7:00 p.m. 
Workshop ♦ 5:30 PM 

Council Chamber   1827 N. Squirrel Road  Auburn Hills MI 
248-370-9402   www.auburnhills.org 

 

 

5:30 pm Workshop: Recommendations of Budget Task Force Re: Bonding 

 

1. MEETING CALLED TO ORDER 

2. PLEDGE OF ALLEGIANCE 

3. ROLL CALL OF COUNCIL 

4. APPROVAL OF MINUTES  

 4a. Regular City Council Minutes – May 22, 2017  

5.   APPOINTMENTS AND PRESENTATIONS  

 5a. Presentation of Paddlepalooza Mayor’s Cup and Trophy  

6.   PUBLIC COMMENT 

7.   CONSENT AGENDA 

All items listed are considered to be routine by the City council and will be enacted by one motion.  There will be no separate 
discussion of these items unless a Council Member so requests, in which event the item will be removed from the Consent 
Agenda and considered in its normal sequence on the agenda. 

 7a. City Council Executive Session Minutes 

  7a1. February 13, 2017 

  7a2. March 27, 2017 

  7a3. April 10, 2017 

  7a4. April 24, 2017 

  7a5. May 8, 2017 

 7b. Board and Commission Minutes 

  7b1. Downtown Development Authority – May 15, 2017 

  7b2. Brownfield Redevelopment Authority – May 16, 2017 

 7c. Motion - Purchase of 19 Cradlepoint Wireless Modems for Patrol Vehicles  

8.   OLD BUSINESS 

9.   NEW BUSINESS 

 9a. Motion - Plante Moran presentation of the audit/accept audit  

 9b. Motion - First Reading – Changes to Fire Code Ordinance  

 9c. Motion – Squirrel Rd Emergency Sewer Repair  

10.  COMMENTS AND MOTIONS FROM COUNCIL 

11.  CITY ATTORNEY’S REPORT 

12.  CITY MANAGER’S REPORT 

13. EXECUTIVE SESSION 

 13a. Labor Negotiations Fire Department MOU re 24 Hour Shifts 

 13b. Property Acquisition  

14.  ADJOURNMENT 

 
 
City Council meeting minutes are on file in the City Clerk’s Office. NOTE:  Anyone planning to attend the meeting who has need 
of special assistance under the Americans with Disabilities Act (ADA) is asked to contact the City Clerk's Office at 248.370.9402 or 
the City Manager's Office at 248.370.9440 48 hours prior to the meeting.  Staff will be pleased to make the necessary arrangements. 

http://www.auburnhills.org/
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The City of Auburn Hills 

City Council Meeting 
DRAFT Minutes 

May 22, 2017 
 

CALL TO ORDER: Mayor McDaniel at 7:00 p.m. 
LOCATION:  City Council Chamber, 1827 N. Squirrel Road, Auburn Hills, MI 48326 

Present: Mayor McDaniel, Council Members Burmeister, Hammond, Kittle, Knight, 
Mitchell, and Verbeke. 

    Absent: None 
Also Present: City Manager Tanghe, Assistant City Manager Grice, City Attorney 
Beckerleg, Police Chief Olko, Deputy Clerk Pierce, Assistant City Planner Keenan, 
Senior Services Director Adcock, DPW Director Melchert, Recreation Director 
Marzolf, Management Intern Thomas. 
  

   18 Guests  
 
4. APPROVAL OF MINUTES  
4a. Regular City Council Minutes – May 8, 2017  
Moved by Mitchell, Seconded by Hammond: 
 RESOLVED: To approve the May 8, 2017 City Council regular meeting minutes. 
 
Mr. Knight clarified his comments under “Comments from Council” in regard to the landfill and the Palace.  
He stated that it was to the extent that his son had heard up in Caro that the Palace was going to become 
a recycling center and that people in Caro think they know exactly what was going on in Auburn Hills. 
 
VOTE: Yes:  Burmeister, Hammond, Kittle, Knight, McDaniel, Mitchell, Verbeke 
  No: None 
Resolution No. 17.05.081       Motion Carried (7 - 0) 
 
4b. City Council Workshop Minutes – May 8, 2017 
Moved by Verbeke, Seconded by Knight 
 RESOLVED: To approve the May 8, 2017 City Council workshop minutes. 
VOTE: Yes:  Burmeister, Hammond, Kittle, Knight, McDaniel, Mitchell, Verbeke 
  No: None 
Resolution No. 17.05.082       Motion Carried (7 - 0) 
 
5.   APPOINTMENTS AND PRESENTATIONS   

C I T Y  O F  A U B U R N  H I L L S  
C I T Y  C O U N C I L  A G E N D A  
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5a. Senior Home Assistance Repair Program Annual Report  
Ms. Adcock explained that the Senior Home Assistance Repair Program (SHARP) is a partnership between 
the City and the North Woodward Community Foundation.  She explained that SHARP allows seniors to 
receive home repairs at virtually no cost to the senior.  It is not an income driven program, so any of the 
City’s senior citizens can apply for it. 
 
Jim Cyrulewski, representing the North Woodward Community Foundation, explained that in 2016 there 
were 69 requests, which was 50% higher than 2015.   
 
Mr. Burmeister noted that the SHARP committee is looking for volunteers to help with this program.  Ms. 
Adcock added that they are always looking for more seniors as well. 
 
5b. Rock the Prom  
Ms. Adcock explained that Rock the Prom is a partnership between the Auburn Hills Community Center, 
Senior Services, and Recreation Department Teen Council.   
 
Renee Perkins, from Rock the Prom, explained that the event was a two-day free prom dress give-away.  
She thanked the City for the use of the facility and stated that the staff were great and extremely helpful.  
She explained that 56 girls received free dresses in addition to jewelry, accessories, and shoes.   
 
Mr. Knight commended the Teen Council for being active and supporting this event.  Ms. Perkins explained 
the contributions to the event by the Teen Council, which included feedback on set up and assistance at 
the event. 
 
In response to a question from Mr. Burmeister, Ms. Perkins explained that their focus is recycle, reuse, 
repurpose.  She stated that 1,200 dresses were donated this year and Lapels Dry Cleaning in Rochester 
Hills dry-cleaned all the dresses for free.  Anyone with a high school ID was allowed to choose a dress and 
accessories.  She stated that there is a limited space for storing the dresses, so select dresses were kept 
to start the inventory for next year and the rest were donated to other groups. 
 
5c. Donation from Taste of Auburn Hills  
Jean Jernigan, Executive Director of the Auburn Hills Chamber of Commerce, introduced the committee 
members involved in the event.  Kristen Baiardi, Chair of the Auburn Hills Community Foundation, explained 
the work of the Community Foundation in the community and noted that the proceeds from the event are 
donated to the Meals on Wheels program.   
 
Ms. Jernigan mentioned that the event will be held on October 12th at the Palace.  Ms. Adcock thanked the 
Chamber of Commerce and Community Foundation for the generous donation in support of the senior 
meals program.  She noted that in 2016, 18,681 meals were served.  Of that over 15,000 went to seniors 
that were homebound in our community.   
 
On behalf of City Council and the residents of the City, Mayor McDaniel thanked the organizations for their 
contribution and looks forward to the future partnerships that we can continue to have. 
 
6.   PUBLIC COMMENT 
Ms. Verbeke introduced two foreign exchange students from Mexico, whom she is hosting.  Mayor McDaniel 
welcomed both students to the City. 
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Anthony Lewis, representing Congressman Trott’s Office, explained that Congressman Trott represents 
Auburn Hills and the rest of the 11th Congressional District and his office is located in Troy.  He noted that 
the services offered by Congressman Trott’s office include case work, people who have a specific individual 
problem or concern with the federal government, IRS, Veteran’s Administration, Medicare, or problems with 
other federal agencies.  Another service offered is obtaining tour tickets for Washington DC, obtaining flags 
flown over the capital, and the nomination of young men and women for the armed forces service 
academies. 
 
7.   CONSENT AGENDA 
Ms. Mitchell requested Item 7c (Alcohol Sale and Service at Summerfest Event) be removed from the 
Consent Agenda. 
Mr. Knight requested Items 7c and 7d (Marriage Ceremony Fees) be removed from the Consent Agenda. 
 
7a. Board and Commission Minutes 
 7a1. Tax Increment Finance Authority – May 9, 2017 
 7a2. Planning Commission – May 10, 2017 
7b. Motion – Approve the CDBG Program Cooperative Agreement for 2018, 2019, 2020 

RESOLVED:  To authorize the City Manager to enter into Oakland County’s urban county 
Community Development Block Grant (CDBG) programs for the years 2018, 2019 and 2020 and 
to remain in Oakland County’s urban county Community Development programs, which shall 
be automatically renewed in successive three-year qualification periods of time until such time 
that it is in the best interest of the City to terminate the agreement. (Attachment A) 

 
Moved by Verbeke, Seconded by Mitchell: 

 RESOLVED: To approve the Consent Agenda items 7a1, 7a2, and 7b. 
VOTE: Yes:  Burmeister, Hammond, Kittle, Knight, McDaniel, Mitchell, Verbeke 
  No: None 
Resolution No. 17.05.083       Motion Carried (7 - 0) 
 
7c. Motion – Approve Alcohol Sale and Service at Summerfest Event  
In response to a question from Ms. Mitchell, Mr. Marzolf explained that staff is interested in securing a third 
party vendor for this activity.  Through a recent survey and through comments in the past, there is an interest 
from adults in the community.  He stated that staff is recommending that, in order to start small, the service 
area should not be extremely large.  Two location options were provided: one in the large tent in the center 
of the event area and the second is in the food court area.  He stated that it may be in our best interest to 
keep it small inside the large center tent. 
 
Ms. Mitchell stated that she appreciates that we are trying to start in a very managed and controlled way.  
She stated that this is a process that she can support, having alcohol at an event using a third party vendor 
and having it be very controlled. She stated that Summerfest is an appropriate venue and it would be a 
good addition. 
 
Mr. Knight stated that he is not opposed to this. He stated that is the ideal location would be the open lot 
between the buildings.  He noted that he is adamantly opposed to serving beer in the middle of the street 
where it is complete accessible to the families.  He commented that he will not vote for this unless he is 
assured that it will not be located in the middle of the road. 
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Mr. Knight stated that he would hope that, with the third party vendor, they do not charge $6.00 for a little 
beer.  The vendor should get a little premium, but it should be reasonably priced.  He stated that he is 
concerned with location and it being fairly priced. 
 
Mr. Grice confirmed for Mayor McDaniel that those final details have not been decided yet.  The details 
would be worked out with the third party vendor, in-house staff, and the Police Department on how to control 
this.  In terms of tent location, Mr. Grice explained that through internal discussions it was determined that 
it would be appropriate to locate the tent in an area where people could still observe the entertainment on 
the stage and the dance floor to ensure they could still partake in the event activities.   
 
Mr. Knight stated that he does not have a problem with the beer out there, just that the service of beer 
should not be in the middle of the kids.  Mr. Grice noted that they are also trying to prevent renting another 
tent for the event.  Mayor McDaniel noted that the beer would be purchased and consumed in the tent.  It 
will not be brought outside the tent.  Chief Olko confirmed that consumption could only be done in a licensed 
area that is cordoned off.   
 
Mayor McDaniel stated that if Council is comfortable that this will be explored and implemented at 
Summerfest, we leave it for the staff to research the appropriate venue. 
 
Mr. Kittle questioned the vendor selection and expressed his hope that the restaurateurs in the City would 
have the ability to bid on or participate in this.  Mr. Grice responded that staff has been informed that the 
restaurants do not have the necessary licensing in order to sell outside of their facilities.  Mr. Kittle noted 
that the vendor that is awarded this opportunity could bring their own tent.  Mayor McDaniel suggested that 
providing a tent be a requirement in the bid request.   
 
Mayor McDaniel stated that he is in favor of giving this a shot, however families will be in the tent and may 
not want to be around the service of alcohol.  He stated that he would prefer a separate tent be the licensed 
facility at the event. 
 
Moved by Mitchell, Seconded by Verbeke: 

RESOLVED: To grant the sale/service of alcohol at the Summerfest event, June 23-24, 2017 in 
downtown Auburn Hills and authorize the City Clerk to submit the attached resolution to the 
MLCC. (Attachment B)  

VOTE: Yes:  Burmeister, Hammond, Kittle, Knight, McDaniel, Mitchell, Verbeke 
  No: None 
Resolution No. 17.05.084       Motion Carried (7 - 0) 
 
7d. Motion – Approve Marriage Ceremony Fees 
Mr. Knight stated that the mayor has the ability to marry someone, but he does not consider that in the 
scope of the responsibility for what he is paid.  He stated that the City should not benefit from the fee if the 
mayor exercises his right to marry someone, unless it is given to him as a gratuity for his services.   
 
Mayor McDaniel explained that he asked that this be placed on the agenda.  He stated that those who have 
been asking, are only asking for an informal short ceremony.  He pointed out that it is a requirement in the 
law that the City actually charge a fee for this service.  He stated that he did ask whether the fee could go 
into the Auburn Hills Community Foundation, however the fee has to go to the General Fund.   
 
Mr. Knight commented that getting married requires counseling and review to give it a chance to work.  This 
gives a way for someone to thoughtlessly decide that they are going to get married.  He stated that from 
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time to time, the Mayor may want to refuse to perform the ceremony.  Mayor McDaniel stated that he had 
a request recently with a short amount of lead time which he was unable to perform.  He stated that this will 
be for residents and not an avenue for people outside of the City to utilize. 
 
Moved by Knight, Seconded by Hammond: 

RESOLVED:  To authorize the addition of a $50 fee for performance of a marriage ceremony to 
the 2017 Fee Schedule.   

 
Ms. Verbeke agreed with Mr. Knight and stated that she is not really in favor of this.  However, the only 
reason she is going to vote for it is that it is a requirement that a fee be charged.  It would be nice if it could 
be a donation. 

 
VOTE: Yes:  Burmeister, Hammond, Kittle, Knight, McDaniel, Mitchell, Verbeke 
  No: None 
Resolution No. 17.05.085       Motion Carried (7 - 0) 
 
8.   OLD BUSINESS 
9.   NEW BUSINESS 
9a. Motion – Approve Special Land Use Permit (SLUP) and Site Plan / The HUB Stadium Addition 
Mr. Keenan explained the request to construct a 9,200 square foot addition on the existing building.  The 
restaurant/banquet facility use requires a SLUP since it is located within the B2 General Business District.  
The new area will serve as a banquet facility called @ The Hub and is designed to accommodate up to 300 
people with the ability to be divided to allow for two smaller rooms.  The parking calculations are based on 
the buildings maximum occupancy load.  373 spaces are provided on-site which is ten spaces more than 
required by ordinance.  The total investment in the project is estimated at $1.1 million.  Construction is 
expected to begin in June, with completion in November.  He stated that the City’s Administrative Review 
Team and the Planning Commission recommend approval of this project. 
 
Roman Bonislawski, of Ron and Roman Inc, representing The Hub, explained that having built a rather 
tremendous kitchen in the facility they can accommodate the proposed banqueting. Based on other 
successful projects, they believe that facilities that can host larger parties are in demand. This is also an 
opportunity to remedy the existing dumpster area. 
 
Ms. Hammond questioned what happens if the newness wears off with the Hub.  Mr. Bonislawski 
commented that there are numerous options that they have entertained for a facility as open as this one 
that permits for reuse in numerous different functions.  He stated that he cannot speak to some of those as 
a lot of information has to be kept proprietary.  He stated that the facility has a great infrastructure and is 
very flexible with its potential use.   
 
Mayor McDaniel commented that he is thoroughly impressed with the way it has been built out and with the 
level of service from the staff.  He stated that he thinks there will be a huge demand for the banquet center. 
 
Moved by Burmeister, Seconded by Verbeke: 

RESOLVED: To accept the Planning Commission’s recommendation and approve the 
Special Land Use Permit and Site Plan for The HUB Stadium restaurant / banquet facility 
building addition subject to the conditions of the administrative review team. 

VOTE: Yes:  Burmeister, Hammond, Kittle, Knight, McDaniel, Mitchell, Verbeke 
  No: None 
Resolution No. 17.05.086       Motion Carried (7 - 0) 
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9b. Motion - Approve Special Land Use Permit / AM General 
Mr. Keenan explained the request for the outside storage of vehicles.  The site is zoned I-1 Light Industrial 
and will serve as the home of their new engineering advanced technology and prototype development 
center where they will manufacture heavy duty military equipment and civilian vehicles.  The proposed 
outside storage area is approximately 30,000 square feet in size.  To ensure the fire lane remains clear, 
the boundaries of the storage area will be outlined with a two-foot wide black line.  It will also be striped 
with yellow paint and labeled “No Parking, Fire Lane”.  The storage area will be screened with an eight-foot 
high vinyl fence along the southern and eastern portion of the property line.  A letter was provided from the 
applicant that they would comply with all state and federal regulations related to fuel storage and recycling.  
He stated that the City’s Administrative Review Team and the Planning Commission recommend approval 
of this project. 
 
Jim Butler, representing PEA, clarified that there is no manufacturing done at this facility.  Nancy Lurch, 
representing AM General, confirmed that it is a prototype R&D technologies.  All manufacturing is done 
down south. 
 
Mr. Knight commented that they have proprietary military related designs. He expressed concern with the 
security of the facility from a police standpoint.  Ms. Lurch stated that in order to keep a certain level of 
clearance with the Department of Defense, they have many guidelines that they must adhere to and part 
of their build-out plan is how they keep items secure.   
 
Mr. Kittle questioned if the height of the fence would be an issue due to the variety of vehicles that may be 
parked there.  Ms. Lurch explained that they have taken it into consideration and do not believe it will be an 
issue when the vehicles are positioned. 
 
Moved by Knight, Seconded by Burmeister: 

RESOLVED: To accept the Planning Commission’s recommendation and approve the 
Special Land Use Permit for the outside storage of vehicles for AM General subject to staff 
and consultants’ conditions 

VOTE: Yes:  Burmeister, Hammond, Kittle, Knight, McDaniel, Mitchell, Verbeke 
  No: None 
Resolution No. 17.05.087       Motion Carried (7 - 0) 
 
9c. Motion – Accept Planning Commission’s Findings and Grant Staff Permission to Distribute the Draft 
Amendment to the Master Land Use Plan / 1500 and 1700 Brown Road  
Mr. Keenan explained the amendment to change the land use classification of the City’s DPW Facility and 
the Oakland County Animal Shelter and Pet Adoption Center from Public to Non-Residential.  He stated 
that the use would match the surrounding parcels both in the City and Orion Twp.  The purpose of the 
amendment is to facilitate the rezoning of Brown Road in August, 2017.  He stated that staff and the 
Planning Commission recommends approval of the draft amendment since the proposed change will be 
consistent with the Future Land Use Plan classification of the adjacent and surrounding properties in Auburn 
Hills and Orion Twp,  
 
Ms. Verbeke noted that this is just an excerpt from the Master Plan.  She questioned if the entire Master 
Plan for that area will be redone.  Mr. Keenan confirmed that it would be done in the future. 
 
Moved by Hammond, Seconded by Knight: 
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RESOLVED: To accept the Planning Commission’s findings and grant staff permission to 
distribute the draft amendment to the Master Land Use Plan, as proposed, per State law 
requirements. 

VOTE: Yes:  Burmeister, Hammond, Kittle, Knight, McDaniel, Mitchell, Verbeke 
  No: None 
Resolution No. 17.05.088       Motion Carried (7 - 0) 
 
10.  COMMENTS AND MOTIONS FROM COUNCIL 
 
Mr. Kittle 

 The Beautification Committee clean-up was held one week ago on Saturday.  The Will Rogers site 
was cleaned. 

 The Perennial Exchange Day was held on this past Saturday.  Attendance was down, but it was a 
nice event.  He stated that about one in four were Auburn Hills residents. 

 With the Summerfest event coming up, he expressed concern with a street full of people and 
potential cars driving through the crowds.  He questioned if additional safety precautions would be 
taken.  Mr. Marzolf commented that they will certainly take it into consideration for this event. 

Ms. Hammond 
 Stated that the bushes near the clock area need to be trimmed back.  People have to pull out way 

too far to turn onto Squirrel Road. 
 Suggested timing the Perennial Exchange with the tulips being pulled.  This would be a great way 

to get rid of all the bulbs and the residents would not have to drive to Brown Road for them. 
Mr. Burmeister  

 Commented that he recently dealt with Jack Skinner who did an awesome job resolving an 
ordinance violation with one of his neighbors.  He expressed his kudos and commented on a job 
well done. 

 Received several complaints about the light on southbound Squirrel Road at Tienken Road during 
the evening rush hour as it takes a long while to turn east on Tienken Road.  He questioned whose 
road it is and if there was any consideration to adding a green arrow. 
 
Chief Olko explained that it is a City light which has been studied in the past.  She stated that in 
their studies, they did not find that the backup was longer than it should be to maintain a good 
service level.  She stated that they never found the backup to be more than just a couple cars.   
 
Mr. Kittle noted that it is longer than a couple cars at its peak and questioned if the yellow could be 
extended several more seconds.  Chief Olko stated that the lights are adjustable and they will 
review the signal again. 

Mr. Knight 
 Thanked the Community Foundation for the carpet that will be installed at the Boys and Girls Club. 
 Commented that Mr. Melchert informed him, when he questioned why the City was patching the 

interchange of M-59,that the agreement with the Road Commission is that the City would do the 
patching.  He complimented the crews on the good job patching as it was very smooth and looked 
professionally done.   

 The budget meeting was held today, progress was made, and there will be a recommendation 
eventually. 

 Invited people to come back to the American Legion for a hot dog following the Memorial Day event. 
Ms. Verbeke 

 Commented that the last few days when driving past the landfill, there has been a lot of garbage 
on the fence.  It looks like they cleaned it but tonight it was pretty bad.  She requested staff contact 
the company to clean it up. 
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 Commented that there is an area with lots of potholes at entrance to I-75 southbound off of Joslyn.  
She questioned if there was anything the City could do about this.   
 
Mr. Melchert stated that DPW will make phone calls to try to get that area moved up on the priority 
list.  He explained that it is an MDOT road that the Road Commission maintains. 

Ms. Mitchell 
 Expressed gratitude to Ms. Adcock and Ms. Hammond as they were instrumental in having the 

foresight to lay the foundation for the creation of SHARP in the community.  It is a fabulous addition 
to the City and she is proud that it is here. 
 

Mayor McDaniel 
 Announced Paddlepalooza will be held on Saturday, June 3rd.  He reminded Council to return their 

participation forms for this event. 
 

11.  CITY ATTORNEY’S REPORT 
12.  CITY MANAGER’S REPORT 
Mr. Tanghe 

 Recognized Kristen Baiardi’s contributions to the community.  He explained that half of the 
contribution for the new carpeting installed at the Boys and Girls Club was donated by the Baiardi 
Family Foundation from Ms. Baiardi.  He stated that Ms. Baiardi is participating in the amphitheater 
and splash pad project and has committed $100,000.00 to that project.   

 Congratulated Rochester Mills Production Brewery on the grand opening of their new public tap 
room.  The ribbon cutting ceremony was held last Thursday evening. 

 Friday evening, he and Mr. Grice attended the graduation of our newest recruit from the Auburn 
Hills / Rochester Hills Joint Fire Academy.  He thanked Rochester Hills for partnering with the City 
on this joint venture. 

 Recognized Jimmy John’s Field in Utica for hosting Auburn Hills Day at the ballfield yesterday.  
Mayor McDaniel threw out the first pitch. 

 
13.  ADJOURNMENT 
Hearing no objections, the meeting adjourned at 8:25 PM. 
 
________________________________    _______________________________ 
Kevin R. McDaniel, Mayor     Terri Kowal, City Clerk 
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ATTACHMENT A 
 
 

CITY OF AUBURN HILLS RESOLUTION 
AUTHORIZING PARTICIPATION IN THE COMMUNITY DEVELOPMENT BLOCK GRANT (CDBG) PROGRAM, 

OAKLAND COUNTY, MICHIGAN, URBAN COUNTY QUALIFICATION 2018 - 2020 
 
At a regular meeting of the City Council of the City of Auburn Hills, Oakland County, Michigan, held in the 
Council Chamber at 1827 N. Squirrel Road, Auburn Hills, Michigan 48326, at 7:30 p.m. on the 22nd day of 
May, 2017; 
 
The following resolution was offered by Council Member Verbeke and supported by Council Member 
Mitchell: 
 
WHEREAS, The City of Auburn Hills resolves to opt into  Oakland  County's Urban County Community 

Development Block Grant (CDBG) programs for the program years 2018, 2019 and 2020. 
Furthermore, we resolve to remain in Oakland County's Urban County Community 
Development programs, which shall be automatically renewed in successive three-year 
qualification periods of time, or until such time that it is in the best interest of the local 
Community to terminate the Cooperative Agreement. 

 
NOW, THEREFORE, IT IS HEREBY RESOLVED that the Auburn Hills City Council opt into Oakland County's 

urban county Community Development Block Grant (CDBG) programs for the years 2018, 
2019 and 2020. Furthermore, we resolve to remain in Oakland County's urban county 
Community Development programs. 

 
  
AYES:   7 
NAYS:   None 
ABSENT:  None 
ABSTAIN: None  

RESOLUTION ADOPTED 
  
 
STATE OF MICHIGAN) 

)SS  
COUNTY OF OAKLAND) 
 
I, the undersigned, the duly appointed Deputy City Clerk for the City of Auburn Hills, Oakland County, 
Michigan do hereby certify that the foregoing is a true and complete copy of a resolution adopted at a 
regular meeting of the Auburn Hills City Council held on the 22nd day of May, 2017. 
 
IN WITNESS WHEREOF, I have hereunto affixed my official signature on May 23, 2017. 
    
 
 
_______________________________  
Laura M. Pierce 
Deputy City Clerk 
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ATTACHMENT B 
 

 
 



Consent Agenda 
 
7a. Executive Session Minutes:  February 13, March 27, April 10, April 24, and May 
8, 2017. 
 
 
These minutes were sent confidentially to your homes by postal service. 
 
 
Motion:  Move to approve the Executive Session minutes of February 13, March 
27, April 10, April 24, and May 8, 2017 as submitted.  
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“Not Yet Approved" 
CITY OF AUBURN HILLS 

DOWNTOWN DEVELOPMENT AUTHORITY MEETING 
 

                         May 15, 2017 
 
LOCATION: Auburn Hills City Hall, Administrative Conference Room, 1827 North Squirrel Road, Auburn Hills, Michigan  48326 
 
CALL TO ORDER: Vice Chairman Young called the meeting to order at 5:35 PM. 

 
ROLL CALL  Present: Genautis (5:40), Gliniecki (5:41), Jernigan, McDaniel, Travnikar, Volk, Wise and Young 
   Absent: Spurlin 
   Also Present: Director of Authorities Samantha Mariuz; Assistant City Manager, Don Grice 
   Guests:  None 
 
PERSONS WISHING TO BE HEARD 
None.  
 
CORRESPONDENCE AND PRESENTATIONS 
None. 
 
APPROVAL OF MINUTES  
There was no additional discussion of the Minutes from April 17, 2017. 
 
Moved by Mayor McDaniel to approve the April 17, 2017 minutes as submitted. 
Support by Mr. Travnikar. 
 
Yes:   Genautis, Gliniecki, Jernigan, McDaniel, Travnikar, Volk, Wise, Young  
No:    None 
                    Motion carried 
 
FINANCIAL REPORT 
Ms. Mariuz presented a memo dated May 9, 2017 for the financial report for period ending April 30, 2017.  She reviewed with the 
Board that winter tax collection has ended and the DDA received $25,531 in tax increment revenue, accounting for 57% of the 
budgeted revenue projections.  She informed the board that to date, $285 has been spent to renew the DDA’s membership to Michigan 
Downtown Association and attend the Spring workshop and $51 has been spent in marketing.  Ms. Mariuz added that the Board’s 
cash position is continually increasing due to conservative budgeting.  She reviewed that the DDA contributes 5% of Ms. Mariuz’s total 
compensation along with a portion of other city expenses including, treasurers, clerk, city manager and assessing.  This proportional 
percentage of Ms. Mariuz’s compensation is reviewed annually by the Finance Department each year.  In 2016, the DDA did not 
contribute anything due to its lack of capture, as capture increases the proportion shared with TIFA and Brownfield also increases.  In 
2017 the DDA is responsible for 5%.  Mayor McDaniel clarified that this was total compensation, not salary.   Ms. Mariuz confirmed.  
 
There was no additional Board discussion about the financial report.   
 
Moved by Mr. Travnikar to receive and file the Financial Report for period ending April 30, 2017. 
Supported by Ms. Jernigan. 
 
Yes:   Genautis, Gliniecki, Jernigan, McDaniel, Travnikar, Volk, Wise, Young  
No:    None 



Page 2 

 

                    Motion carried 
OLD BUSINESS 
None. 
 
NEW BUSINESS 
None. 
 
EXECUTIVE SESSION 
Moved by Mr. McDaniel to adjourn regular session and move into executive session regarding a periodic personnel evaluation 
and compensation review at 5:42 PM. 
Supported by Mr. Volk. 
 
Yes:   Genautis, Gliniecki, Jernigan, McDaniel, Travnikar, Volk, Wise, Young 
No: none    
            Motion carried  
 

Recessed to executive session at 5:42 p.m.  

 

Moved by Mr. Gliniecki to return to regular session at 6:18 PM. 

Supported by Mr. Young. 

 

Yes:   Genautis, Gliniecki, Jernigan, McDaniel, Travnikar, Volk, Wise, Young 
No: none    
            Motion carried  
 
Moved by McDaniel to authorize the City Manager’s office to adjust the healthcare coverage for the Director of Authorities from 
Non Union Administrative Single Coverage to include Couple and Family Coverage as needed. Approved change to become effective 
July 1st 2017.  
Supported by Gliniecki. 
 
Yes:   Genautis, Gliniecki, Jernigan, McDaniel, Travnikar, Volk, Wise, Young 
No: none    
           Motion carried.  
BOARD MEMBER COMMENTS 
Mr. Gliniecki wanted to discuss the financial report again.  He saw a discrepancy in the net position and gave Ms. Mariuz his 
calculations.  She said she would look into this and send the board an updated copy or explanation of the calculations.  
 
DIRECTOR UPDATES 

A) DDA Meeting – June 19, 2017 
Ms. Mariuz announced that the June 19, 2017 DDA Meeting will be cancelled.  She added that this meeting happens to be the same 
night as the City Council Goals and Objectives workshop which is always the third Monday of the month of June.  Mr. Volk asked if 
that is open to the public.  Mayor McDaniel said that the meeting is indeed open to the public and encouraged the Board to attend.  
Ms. Mariuz added that all boards and commission meetings are open and available to the public.  Ms. Mariuz said she would send out 
an email with the dates and times of all of the board meetings and reminded the Board that they are also posted on the City’s website.   
 

B) Downtown Promotional Pieces – Summer 2017 
Ms. Mariuz passed around cards with the downtown summer events listed on them.  She mentioned that these will go out to 
businesses in the next few weeks.  Mr. Volk asked when the Downtown Event Specialist is starting.  Ms. Mariuz stated that the new 
intern will begin immediately following the holiday weekend.  She will be integral in implementing many of these events and assisting 
us in following Main Street Oakland County principles.  Mr. Volk asked when the Board would be meeting with Mr. Bry again.  Ms. 
Mariuz stated that the next meeting with Mr. Bry will be more of a workshop and take place in the next few months.   
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Mr. Gliniecki suggested that the DDA consider sending these event sheets in water bills or as mailers to the community.  Ms. Mariuz 
said that is a wonderful idea and the creative team is working on some other Downtown promotional documents in the next few 
months.  Mr. Gliniecki also suggested that the Board consider working with the Historical Society to pinpoint some destinations 
throughout the City and creating a plaque dedicated to talking about the history of the area.  Ms. Mariuz said she would look into this, 
and stated it would create a sense of place for people walking around downtown.   
 
Mr. Genautis asked if there could be a sign at the Clinton River trailhead that assists with wayfinding towards Downtown.  Mr. Grice 
and Ms. Mariuz stated that the trail is controlled by the nonprofit Friends of the Clinton River so it may be more difficult to do that 
right at the trailhead, but perhaps wayfinding can be integrated close to the trailhead that guides people walking and riding downtown.   
ANNOUNCEMENT OF NEXT MEETING – The next Downtown Development Authority Board of Directors will be Monday, July 17, 2017 
at 5:30 PM at City Hall in the Administrative Conference Room. 
 
ADJOURNMENT 
There being no objections, the meeting was adjourned at 6:38 p.m. 
 
Respectfully submitted, 

Samantha R. Mariuz                      

Executive Director 
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“Not Yet Approved" 

CITY OF AUBURN HILLS 
BROWNFIELD REDEVELOPMENT AUTHORITY MEETING 

 
May 16, 2017 

 
CALL TO ORDER: Chairman Capen called the meeting to order at 6:05 p.m. 

 
ROLL CALL:  Present: Capen, Douglas, Hawley, Knight, Slocum 
   Absent: none 
   Also Present: Samantha Mariuz Director of Authorities; Jeremy McCallion, AKT Peerless; Don Grice, 

Assistant City Manager 
   Guests:  none 

 
LOCATION:  Auburn Hills City Hall, Administrative Conference Room, 1827 N. Squirrel Road, Auburn Hills, MI 48326 
 
PERSONS WISHING TO BE HEARD 
None.  
 
CORRESPONDENCE  
None. 
 
APPROVAL OF MINUTES  
Item 4a. February 21, 2016:  
Chairman Capen noted that the date on the meeting minutes needs to be changed from February 28 to February 21.  He also asked if 
there was an update as to how much the Board has spent to clean up Mound Steel and Superior Concrete.  Ms. Mariuz replied that 
she did not have that information available.    
 
Moved by Mr. Knight to approve the February 21, 2016 Auburn Hills Brownfield Redevelopment Authority Meeting Minutes as 
amended. 
Supported by Mr. Douglas. 
 
Yes: Capen, Douglas, Hawley, Knight, Slocum 
No: None 
            Motion carried 
             
FINANCIAL REPORT 
Item 5a. Financial Report for period ending April 30, 2017. 
Ms. Mariuz presented the financial report for period ending April 30, 2017.  She reviewed that there is a healthy fund balance of $4.6 
million.  The loan from the Michigan Department of Environmental Quality is now listed as a liability on the balance sheet.  Over the 
last tax season, $271,129 in tax increment revenue was received specific to Oakland Technology Park and $62,685 in tax increment 
revenue was received specific to Dutton.   
 
Ms. Mariuz reviewed that a payment was made of I-75 Partners in January in the amount of $231,000 which was before listed as 
accounts payable and it is now listed as an expenditure.  It was also noted that to date, $334,863 of the LSRRF loan and $405,653 of 
the MDEQ BRL was utilized for the Residences at Thirty Two 50 remediation project.   
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Mr. Knight found a discrepancy in the total net position and reviewed a balance sheet that he created with the Brownfield financial 
numbers.  He explained that it would be important to track money that is committed, but not withdrawn as a liability that shows our 
total available worth.  The funds committed should be a liability and the expected tax increment revenue should be listed as a 
receivable.  Ms. Mariuz agreed to take another look at the discrepancy and utilize Mr. Knight’s depiction of the balance sheet on the 
next financial reports.  The board discussed that it would be best to table this financial report until the June meeting.   
 
Moved by Mr. Douglas to table the financial report for period ending April 30, 2017 as submitted. 
Supported by Mr. Hawley. 
 
Yes: Capen, Douglas, Hawley, Knight, Slocum 
No: None 
            Motion carried 
 
OLD BUSINESS  
6a. Mound Steel – Concrete Removal Discussion   
Ms. Mariuz provided the Board with an email from City Manager Tanghe and two letters from AKT Peerless.  The email from Mr. 
Tanghe explained the recent struggles to obtain a developer for the Mound Steel and Superior Concrete sites.  The massive amount 
of concrete on the site has been an impediment to redevelopment over the last several years and it was proposed that the 
Brownfield Redevelopment Authority assist in the removal of concrete on the site.  One letter from AKT states that the concrete 
removal is an eligible demolition activity per ACT 381, and the second is a proposal for the last of the direct contact delineation on 
the site.  It is estimated that the removal of the concrete will be less than $300,000. 
 
Chairman Capen reminded the Board that when the City had a developer, the Board was willing to grant LSRRF Funds that 
specifically included the removal of concrete. 
 
Mr. Grice stated to the Board that a bid will be back regarding the concrete removal, land balance, fencing removal and hydro seed 
on May 26.  Mr. McCallion stated that it is impossible for the site to become a “greenfield,” but it may help to get a developer.  Mr. 
McCallion also added that there is no reason to believe that the concrete is contaminated, however it is an eligible activity.  
Chairman Capen reiterated that when the Board was willing to give a grant, it agreed to only clean up pollutants on the site, not 
remove concrete.   
 
The board expressed concerns about other items that developers have stated are impediments to the development of the site 
including: traffic counts, College Heights Mobile Home Park to the north, and lack of Auburn Road frontage.  Ms. Hawley stated that 
she may be more likely to consider concrete removal if there was a buyer for the property because with all of the other issues, the 
site is not attractive with or without the concrete.  Mr. Slocum agreed that there are too many issues with the site. 
 
Mr. Grice added that the goal of removing the concrete is to move one of the cons of the list that hinders development. He 
understands that developers see all of the items Ms. Hawley listed as concerns, however, they did not prioritize them.  Ms. Mariuz 
added that the concrete removal is the only concern that is in our full control.  He asked the board what they define as pollution.  
Chairman Capen responded that just because concrete is undesirable, does not mean that it is polluted, it is the mission of the board 
to clean up contaminants.   
 
Mr. Douglas asked what the previous developer was planning to build.  Ms. Mariuz reminded the Board that the previous developer 
was planning to build condos, and it is the goal of City Council to grow Downtown Auburn Hills with multifamily housing.  Mr. 
Douglas stated that he believes that single family homes are more stable for the community.   
 
Mr. Knight suggested adding the cost to remove the concrete into the Bond Proposal for the City.  
 
Chairman Capen asked it would be possible to give money back to the city and external taxing jurisdictions to cover the cost of the 
concrete removal.  Mr. McCallion does not recommend letting go of money because of how long it would take to go back.  In 
essence, the board would forgo nearly $1,000,000, giving approximately $700,000 back to external taxing jurisdictions in tax 
increment revenue to pay back the general fund $300,000 to cover the cost of this project.  Mr. McCallion stated that the board 
could choose to not pay itself back for the Residences at Thirty Two 50 Loans.  Mr. Mariuz added that then 50% would remain 
captured by TIFA.   
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Mr. McCallion suggested that the Board utilize its fund balance to its full extent and do a thorough study about the polluted sites in 
the City currently.   
 
It was the consensus of the board to support future pollutant clean up on the site, if City Council financially supported the removal 
of the concrete.   
 
Moved by Ms. Hawley to support future pollutant clean up on the Mound Steel and Superior Concrete Sites, with City Council 
Financial Support of concrete removal. 
Supported by Mr. Slocum. 
 
Yes: Capen, Douglas, Hawley, Knight, Slocum 
No: None 
            Motion carried 
           
NEW BUSINESS 
None. 
 
EXECUTIVE SESSION 
Moved by Mr. Douglas to adjourn regular session and move into executive session regarding a periodic personnel evaluation and 
compensation review at 7:29 PM. 
Supported by Mr. Knight. 
 
Yes:   Capen, Douglas, Hawley, Knight, Slocum 
No: none    
            Motion carried  
 

Recessed to executive session at 7:29 pm. 

 

Moved by Mr. Knight to return to regular session at 7:41 PM. 

Supported by Mr. Douglas. 

 

Yes:   Capen, Douglas, Hawley, Knight, Slocum 
No: none          Motion carried  
 
Moved by Slocum to authorize the City Manager’s office to adjust the healthcare coverage for the Director of Authorities from Non 
Union Administrative Single Coverage to include Couple and Family Coverage as needed. Approved change to become effective July 
1st 2017.  
Supported by Hawley. 
 
Yes:   Capen, Douglas, Hawley, Knight, Slocum 
No: none    
            Motion carried  
BOARD MEMBER COMMENTS 
None. 
 
ADJOURNMENT 
There being no objections, the meeting adjourned at 7:52 PM. 
 
 
Respectfully submitted: 

Samantha Mariuz 
Executive Director 
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              C I T Y  M A N A G E R ’S  O F F I C E   

To:  Mayor and City Council 

From:  Thomas A. Tanghe, City Manager and Doreen E. Olko, Chief of Police  

Submitted:  May 30, 2017  

Subject: Purchase of 19 Cradlepoint Wireless Modems for Patrol Vehicles

INTRODUCTION AND HISTORY 

The Police Department 2017 Approved Budget includes $29,000 to purchase and replace five analog in-car video 
cameras with 5 in-car high definition video cameras.  The budget request is part of a five-year plan to replace all 20 
in-car video camera systems.  However, we have determined that a higher priority need is in replacing the in-car 
modems in the patrol vehicles due to connectivity issues with CLEMIS.  The current modems are ten years old and 
we are beginning to experience failures.  The modems are critical as they provide data connectivity to the CLEMIS 
servers which allows the Police Department to run programs such as the records management system, electronic 
citation, electronic crash reporting, and the automobile impound module.   

Also, the server that we purchased for our current in-car camera system was purchased in March of 2010.  The 
hardware and service updates reached end of life in 2015 and we can no longer purchase additional warranties for 
this server.  The current server and storage system may not be able to handle the needs of the high definition in-
car camera system.  A new server and storage solution will be proposed in the 2018 budget.   

Given approval by Council we would not purchase the budgeted 5 in-car camera systems in 2017 and move the 
five-year purchase plan backward to 2018.  The Police Department would purchase 19 new Cradlepoint modems 
at a cost of $18,713.67.  The purchase of the 19 Cradlepoint Wireless modems will complete the replacement of 
the 19 oldest Sierra modems that we have in our patrol fleet.  Oakland County completed a formal bid for the 
Cradlepoint modems.  The Oakland County bid meets the requirements of the City of Auburn Hills purchasing 
ordinance for a competitive bidding process. 

STAFF RECOMMENDATION 

Staff recommends City Council approve the purchase of 19 Cradlepoint COR Wireless Modems as awarded to 
CDW Government LLC by the Oakland County Board of Commissioners. 
MOTION 

Move to approve the purchase of the Police Department purchase of 19 Cradlepoint COR Wireless Modems 
from CDW Government LLC at a cost of $18,713.67 under the Oakland County Cooperative Bid. 

 

 

   

I CONCUR:  

 THOMAS A. TANGHE, CITY MANAGER 
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   F I N A N C E  
To:  Mayor and City Council 

From: Thomas A. Tanghe, City Manager; Michelle Schulz, Finance Director/Treasurer 

Submitted: June 8, 2017  

Subject: Motion: Accept 2016 Financial Report with Supplemental Information and Plante Moran’s Audit 
Communication Report 

 

INTRODUCTION AND HISTORY 

The City of Auburn Hills financial audit for calendar year ending December 31, 2016 has been completed by Plante 
Moran.  Representatives of Plante Moran will be present at the June 12 City Council meeting to provide an overview of 
the financial statements and their audit reports. 

Plante Moran’s independent audit opinion is on page 1-2 of the City’s 2016 Financial Report.  The statement provides 
their independent opinion and states that the City’s financial statements present fairly the financial position of all the City’s 
financial activities and funds, and the financial statements are presented in conformity with the generally accepted 
accounting principles. 

Plante Moran will also present a communication letter, dated June 5, 2017 and a power point graphical report of major 
funds and summary data. The communication letter includes three sections.  Section I – Includes comment and 
observations on the City’s internal controls and its adherence to accounting principles; Section II includes information that 
current auditing standards require the auditors to communicate to the governing body; and Section III presents other 
legislative and informational comments aimed toward helping the City in areas such as accounting procedures and 
reporting requirements as well as with pending legislation that may impact the City’s finances. 

The City’s Financial Report will be filed with the appropriate state agencies to satisfy annual fiscal year reporting 
regulations. 
 
   

STAFF RECOMMENDATION 

The staff recommends the acceptance of the City’s 2016 Financial Report, and the communication letter as presented to 
the City Council by Plante Moran. 
  
MOTION 

Move to accept and approve the City’s Financial Report with Supplemental Information for the year ending 
December 31, 2016 and the related communications letter as presented by the City’s independent auditors, Plante 
Moran. 
 

 

 
 

    
Thomas A. Tanghe, City Manager 
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2015 2016
Proceeds from Sale of Assets $0 $220
Transfers In $0 $0
Property Taxes $14,956 $15,641
State Sources $2,447 $4,089
Licenses & Permits $1,025 $1,444
Interest and Other $1,497 $1,355
Administrative & Interfund Charges $2,990 $2,560
Charges for Services $1,946 $2,700
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Total Revenue $28,009,000
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Budget
Year

12/31/15 12/31/16 12/31/17 * 12/31/18

Assessment date 
(based on sales from 
12–24 months prior)

12/31/13 12/31/14 12/31/15 12/31/16

Levy date 12/1/14 12/1/15 12/1/16 12/1/17

Taxable value
(Effective/equivalent

total taxable value)

1,479,600,000 1,523,408,500 1,491,726,708 1,535,711,995

Percent increase 
<decrease>

<0.57%> 2.96% <2.08> 2.95%

City of Auburn Hills
Timing of Property Tax Decreases
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*  Based on information from Assessor, prior to BOR and MTT adjustments
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2015 2016
Transfers Out $5,316 $1,925
Debt Service $249 $143
Recreation and Culture $567 $595
Comm and Economic

Development $1,728 $1,824

Public Works $1,336 $920
Public Safety $11,554 $12,116
General Government $6,550 $6,943
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2014 2015 2016 *2017
Operating Revenue $13,676 $14,841 $17,904 $16,198
Operating Expense
(incl. depreciation) $14,195 $15,077 $14,978 $15,374
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City of Auburn Hills
Water & Sewer Fund – Trend Information 
Years Ended December 31
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* Projected based on original budget as projected by City’s Finance Dept
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2012 2013 2014 2015 2016
Operating Revenue $1,924 $1,691 $1,289 $1,381 $1,386
Operating Expense
(incl. depreciation) $2,042 $2,119 $1,705 $1,844 $1,466

Cash flow Expenses* $1,646 $1,620 $1,338 $1,463 $1,358
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*Expenses excluding 
depreciation and 
amortization, plus 
capital outlay and 
pension recovery

City of Auburn Hills 
Golf Course Fund – Trend Information
Years Ended December 31
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THANK YOU
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For more information, please contact:

Michelle Watterworth 248.223.3520
Michelle.Watterworth@plantemoran.com

Justin Kolbow 248.223.3769
Justin.Kolbow@plantemoran.com
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Independent Auditor's Report

To the Honorable Mayor and
Members of the City Council

City of Auburn Hills, 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 Auburn Hills, Michigan (the "City"), as of and for the year ended
December 31, 2016, and the related notes to the financial statements, which collectively comprise the
City of Auburn Hills, Michigan'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 conducted
our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.  

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.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
the City of Auburn Hills, Michigan as of December 31, 2016, 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.

1

Danielle.Hale
Southfield West

Danielle.Hale
Praxity



To the Honorable Mayor and
Members of the City Council

City of Auburn Hills, Michigan

Other Matters

Required Supplemental Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and other required supplemental information, as identified 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 supplemental 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 of Auburn Hills, Michigan's basic financial statements. The other supplemental
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.  

The other supplemental 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. 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 accompanying other supplemental information is fairly stated in all material respects in relation to the
basic financial statements as a whole.

June 5, 2017
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Our discussion and analysis of the City of Auburn Hills, Michigan’s (the “City”) financial performance 
provides an overview of the City’s financial activities for the fiscal year ended December 31, 2016. Please 
read it in conjunction with the City’s financial statements. 

USING THIS ANNUAL REPORT 

Government-wide Statements 

The government-wide financial statements were designed to provide a broad overview of the City’s 
finances and are presented on a full accrual basis of accounting, with an emphasis on measuring all 
economic resources and not just current financial resources, as measured in the individual fund 
statements. Two government-wide statements are provided. 

One government-wide statement, the statement of net position, presents information on all of the City’s 
assets and deferred outflows of resources, liabilities and deferred inflows of resources, with the 
difference being net position. Increases or decreases of net position from period to period provide useful 
information on the direction of the City’s financial position over time.   

The other government-wide statement, the statement of activities, provides information on how the 
government-wide net position changed during the current fiscal year. The statement provides 
information on income, expenses, and other increases or decreases in net position. 

The City’s activities are separated into three categories: governmental and business-type activities, which 
represent the City’s total financial performance, followed by the component unit financial information.   

• The governmental activities column reports the City’s basic services, including general administration, 
fire, police, public works except water and sewer, seniors, and parks and recreation. 

• The business-type activities represent those activities for which the City charges fees to customers to 
cover the costs of services. The City’s water and sewer system as well as the City’s golf course 
operations are reported as business-type activities. 

• The City has six discretely presented component units included in this report. These are three 
different Tax Increment Financing Authorities (TIFA), the Brownfield Redevelopment Authority, the 
Economic Development Corporation, and the Downtown Development Authority (DDA). The DDA 
was established in 2015. 
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Fund Financial Statements 

The fund financial statements present a short-term view. They indicate how the resources were spent 
during the year, as well as how much is available for future spending. Fund financial statements also 
report the City’s operations in more detail than the government-wide financial statement by providing 
information about the City’s most significant, “major” funds. Nonmajor funds are aggregated into one 
column. The City has three types of funds that are used to keep track of specific sources of funding and 
spending for particular purposes as follows: 

• Governmental Funds - The majority of the City’s basic services, including the governmental funds, 
not only focus on how cash and other financial assets can readily be converted to cash flow in and 
out, but also the year-end balances that are available to finance future city programs. Because this 
information does not include the additional long-term focus of the government-wide statements, 
reconciliation statements are provided to explain the difference between the two methods of 
reporting.  

• Proprietary Funds - The City utilizes two different types of proprietary funds. Enterprise funds are 
used to account for the Water and Sewer Fund and the Fieldstone Golf Club. The City’s internal 
service funds are used to accumulate and allocate costs internally among the City’s various functions. 
The City’s internal service funds are fleet (supporting the City’s vehicle and equipment needs) and 
the retiree healthcare program (supporting the funding of retiree health care for those employees 
eligible for this benefit). These internal service funds have been allocated to the governmental 
activities and business-type activities in the same proportion as the amount of services these functions 
provide to the activities. 

• Fiduciary Funds - These funds are used to account for resources held for the benefit of parties 
outside the government. The City is responsible for ensuring the assets reported in these funds are 
used for their intended purpose. Fiduciary activities are excluded from the City’s government-wide 
statements because these assets are not available to finance city operations. 

FINANCIAL HIGHLIGHTS  

As a result of this year’s operations, the City’s overall net position increased by $16.8 million or 11.1 
percent. The City experienced an increase of $8.8 million in the net position of its governmental activities 
and an increase of $7.9 million in the net position of its business-type activities.  

The overall increase was primarily due to a reduction of $10.6 million in the City’s net pension liability 
from $26.2 million to $15.6 million. In addition, the City had increased property tax revenue, service 
charges, and personal property tax reimbursement from the State during the fiscal year ended December 
31, 2016. The City also reported $417,000 in donations held by the Auburn Hills Community Foundation 
on behalf of the City for a future amphitheater project.   

Property tax revenue, the City’s largest source of revenue, increased modestly. The City experienced an 
increase in the 2015 assessed values which resulted in increased tax revenue in 2016 by approximately 
$600,000. There was no change in the City’s operating (since 2005) or police (since 2003) millages. The 
City’s fire millage, which had been the same since 2003, was increased by voters in August 2016. It 
increased from 1.7604 mills to 2.5 mills. This change provides additional revenue for fire operations 
beginning in 2017 and did not impact 2016 revenue.  
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Although the value of properties in the City of Auburn Hills is steadily increasing, the taxable value is 
capped due to Proposal A and can only rise by the lesser of the rate of inflation or 5 percent. Inflation for 
2016 tax revenue was negligible at less than 1 percent. The increase in property tax revenue from $15 
million in 2015 to $15.6 million in 2016 (a 4 percent increase) was due to new properties and the 
expiration of previously abated properties. This additional growth also was the primary reason for the 
increase in governmental activity service charges as compared to 2015.   

A detailed analysis of the City’s governmental and business-type activities is provided below. 

In a condensed format, the tables below show the net positon and changes in net position as of 
December 31, 2016 and 2015. Following the tables is an explanation for the reasons for significant 
fluctuations. 

2016 2015 2016 2015 2016 2015

Current, other assets, and deferred outflows 50.7$           48.4$           28.0$           24.2$           78.7$           72.6$           
Capital assets 65.0             66.9             70.5             68.9             135.5           135.8           

Total assets 115.7           115.3           98.5             93.1             214.2           208.4           

Long-term liabilities 16.7             26.7             5.5               7.9               22.2             34.6             
Other liabilities and deferred inflows 20.6             19.0             4.0               4.1               24.6             23.1             

Total liabilities 37.3             45.7             9.5               12.0             46.8             57.7             

Net position:
Net investment in capital assets - Net of related

debt 64.2             66.0             64.2             61.7             128.4           127.7           
Restricted 2.0               1.9               0.8               0.8               2.8               2.7               
Unrestricted 12.1             1.7               24.1             18.6             36.2             20.3             

Total net position 78.4$         69.6$         89.0$         81.1$         167.4$       150.7$       

Activities Activities Government

Statement of Net Position - City of Auburn Hills
(in Millions)

Governmental Business-type Total Primary
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2016 2015 2016 2015 2016 2015
Revenue
Program revenue:

Charges for services 4.6$          3.9$          19.3$        16.2$        23.9$        20.1$        
Operating grants and contributions 2.0            3.4            0.1            0.3            2.1            3.7            
Capital grants and contributions 0.8            1.7            3.3            1.7            4.1            3.4            

General revenue:
Taxes 15.6          15.0          0.3            0.3            15.9          15.3          
States-shared revenue 4.0            1.8            -              -              4.0            1.8            
Investment income 0.2            0.2            0.1            0.1            0.3            0.3            
Other unrestricted revenue 1.0            0.9            0.4            0.4            1.4            1.3            

      Total revenue 28.2          26.9          23.5          19.0          51.7          45.9          
Pension Pension

Expenses Recovery Recovery

Expenses
General government 4.5            (0.5)           3.9            -              -              -              4.5            3.9            
Public safety 12.4          (5.4)           12.3          -              -              -              12.4          12.3          
Public works 5.7            (0.4)           6.0            -              -              -              5.7            6.0            
Health welfare and community development 1.9            (0.1)           1.8            -              -              -              1.9            1.8            
Recreation and culture 0.6            (0.4)           0.6            -              -              -              0.6            0.6            
Interest on long-term debt 0.1            -              0.1            -              -              -              0.1            0.1            
Water and sewer -              -              -              15.2          (0.2)           14.7          15.2          14.7          
Fieldstone Golf Club -              -              -              1.8            (0.2)           2.0            1.8            2.0            

      Total expenses 25.2          (6.8)           24.7          17.0          (0.4)           16.7          42.2          41.4          

Increase in net position before transfers 3.0            2.2            6.5            2.3            9.5            4.5            

Transfers (1.0)           (1.0)           1.0            1.0            -              -              

Increase in net position 2.0$        1.2$        7.5$        3.3$        9.5$        4.5$        

Activities Activities  Government

Change in Net Position - City of Auburn Hills
(in Millions)

Governmental Business-type Total Primary

 
Governmental Activities 

The City had an increase in net position of $8.8 million in its governmental activities during 2016. The 
increase in the net position of governmental activities is in part due to the City’s commitment to mitigate 
unnecessary increases in expenditures as well as its willingness to restructure operations as necessary. 
For example, in 2016, the City recognized decreases in expenditures by contracting its public safety 
dispatch to Oakland County.   

The primary reason for the increase, however, was due to a pension system determination that the long-
term assumed rate of return should be higher than previously assumed the prior year. Therefore, the 
long-term assumed rate of return was changed from 6.05 percent to 6.66 percent as approved by the 
pension board and as recommended by the board’s investment advisor. This increase to the long-term 
assumed rate of return, coupled with increases to the 20-year tax-exempt municipal bond rate, resulted 
in an increase in the discount rate used to measure the total pension liability. During the year, the 
discount rate increased from 4.74 percent to 5.83 percent, which reduced the net pension liability by 
approximately $9.0 million. The pension recovery column shown above in the change in net position 
table highlights how this reduction in net pension liability affected the expense for each function of the 
City. Public safety, for example, shows a reduction in expenses from $12.3 million in 2015 to $7.0 million 
in 2016. This was due in part to pension liability recovery of $5.4 million. For more detail, refer to the 
schedule of changes in the net pension liability and related ratios in the required supplemental section of 
the financial statements for the history of the net pension liability since 2014. 
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Significant increases in revenue are as follows: 

• State-shared revenue increased by $2.2 million, primarily because the City received $2.0 million for 
certain lost personal property taxes from the State’s Local Community Stabilization Authority.  

• Charges for services increased by approximately $700,000, primarily because of increased building 
permit revenue related to new development 

The City continued to invest in the capital assets of the City by purchasing $2.3 million of capital assets 
for governmental activities during 2016.   

Business-type Activities   

The City had an increase in net position of approximately $7.9 million due primarily to the Water and 
Sewer Fund increased net service charge revenue as well as a decrease in long-term debt. The Water and 
Sewer Fund had operating income of $2.9 million in 2016 compared to an operating loss of ($235,000) in 
2015. During the year, the City increased its water and sewer rates to generate additional operating 
income. Additionally, the City’s participation in the North Oakland County Water Authority (NOCWA) 
has mitigated the extraordinary increases in the cost of water the City experienced in the past. 
Furthermore, the water and sewer department has remained diligent in controlling costs in order to 
preserve reserves for both regular maintenance of infrastructure and any unexpected emergency. 
Business-type activities also experienced a decrease in net pension liability from 2015 to 2016 of 
approximately $600,000 as compared to 2015.  

Financial Analysis of the Individual Funds 

Governmental Funds 

At December 31, 2016, the City’s governmental funds reported a combined fund balance of $27.1 
million, an increase of $3.5 million from the December 31, 2015 fund balance of $23.6 million. The 
increase in fund balance was primarily attributable to an increase of $600K in property tax revenue as 
well as an additional $2.0 million for certain lost personal property taxes from the State’s Local 
Community Stabilization Authority.    

Of the City’s governmental funds, the General Fund and the Major and Local Roads Fund account for all 
significant ongoing expenditures. 

The General Fund ended the fiscal year with an increase in fund balance of $3.5 million. The unassigned 
portion of the fund balance represents approximately 78 percent of total General Fund expenditures 
(excluding transfers out) for the 2016 fiscal year as compared to 81 percent for fiscal year ended 2015. 
Revenue increased by approximately $2.9 million or 11.8 percent during 2016. As described above, this 
increase was primarily due to reimbursement of certain lost personal property taxes from the State’s 
Local Community Stabilization Authority.    

Expenditures in the General Fund increased approximately $557,000 in 2016 compared to 2015. The 
primary increase was for contributions to the pension system, which was $441,000 higher in 2016 as 
compared to 2015.  

The necessary improvements for road infrastructure challenged the City to contain operational costs. 
During 2015, the General Fund transferred $4.4 million to fund capital projects and maintenance in the 
Major and Local Road Funds. In 2016, however, the City postponed roadwork not deemed critical 
resulting in transfers to Major and Local Roads of $1.2 million.   
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Proprietary Funds  

The City’s proprietary funds provide the same type of information found in the business-type activities 
portion of the government-wide financial statements. 

The unrestricted portion of the net position in the Water and Sewer Fund as of December 31, 2016 is 
$23.1 million, which is an increase of $6.4 million over the prior year. The Water and Sewer Fund’s net 
investment in capital assets increased by $1.1 million from $52.7 million in 2015 to $53.8 million in 2016.   

The City is a member of the North Oakland County Water Authority (NOCWA), which provides joint 
management of four member community water systems. During 2015, NOCWA began operations with 
the goal to optimize operational efficiency and contain water service costs by which GLWA wholesale 
water rates are driven with the maximum day and peak hour values agreed upon in the contract. For the 
summer of 2015, NOCWA members followed their operational plan and were able to demonstrate that 
they could achieve a reduced peak hour demand than the original contract value. The GLWA contract 
was amended and water service cost increases were minimized to achieve greater fiscal value. The City’s 
participation in NOCWA did allow the City to see an operational gain in 2016 due to containment of its 
water service costs with an estimated savings of $1 million.  

The Water and Sewer Fund experienced an operational gain in 2016 of $2.9 million and capital 
contributions and nonoperating activity of $3.3 million, resulting in the increase in net position of $6.4 
million mentioned above. The magnitude of private development activity in 2016 helped to support the 
increase in capital contributions reported at year end. 

Planned increases in water and sewer utility charges all supported the increase in net position for 2016. 
Water and sewer utility charges consider what the City needs to cover, not only water and sewer 
treatment costs and unanticipated emergency repairs, but also operational departmental costs and 
improvements in infrastructure. Capital improvements performed by the Oakland County Water 
Resources Commissioner (OCWRC) with respect to the Clinton Oakland Sanitary Disposal System 
(COSDS), the Evergreen Farmington Sanitary Disposal System (EFSDS), the Oakland-Macomb 
Interceptor Drain (OMID), and the Clinton River Water Resources Recovery (CRWRR) sewage 
treatment facility, are presented to the City (often without timely notice to fully prepare for cost 
allocations to its customers) when the City’s budget is prepared. Therefore, increases in service costs are 
planned to help cover the ongoing increase in shared CIP infrastructure costs passed on by OCWRC. 
Additionally in 2016, the City had planned for a $1.7 million water main reconstruction at Pontiac Road 
which was subsequently postponed until 2017.   

The unrestricted net position of the Fieldstone Golf Club at year end is a negative $291,086; however, 
working capital, excluding current portion of long-term debt, is $286,123. Fieldstone Golf Club 
experienced an operating loss of $81,000 and nonoperating activity including $86,788 of bond interest 
expense which was offset by nonoperating revenue consisting of property taxes of $324,104 and 
contractual payment advances of $381,896. After considering nonoperating activity, the net income 
before transfers is $538,299. A transfer of $1,000,000 from the General fund resulted in Fieldstone Golf 
Club having an overall increase of $1.5 million in its net position during 2016.  
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Budgetary Highlights 

The General Fund actual revenue exceeded budgeted revenue by $2.3 million. Tis was primarily due to 
reimbursement of certain lost personal property taxes from the State’s Local Community Stabilization 
Authority of $2.0 million. The expenses of the General Fund were under budget by approximately $1 
million. The savings were experienced across departments as efforts of cost containment are continual. 
About half of the savings was due to unfilled positions primarily in the public safety area. Total transfers 
out were under budget by $584,449 due to timing of planned roadwork. 

Capital Asset and Debt Administration 

Capital Assets: The City’s investment in capital assets for its governmental and business-type activities 
as of December 31, 2016 is $135.0 million (net of accumulated depreciation and related debt) and is 
approximately $845,000 million less than the prior year. The investment in capital assets for 2016 is 
primarily from water and sewer main and road work. Other capital investments include office furniture 
and equipment, machinery and equipment, vehicles, buildings and improvements, and storm drains. 

Long-term Debt: The City has total debt outstanding of $7.0 million (excluding compensating absences) 
at December 31, 2016. The governmental long-term debt includes $802,658 related to two construction 
projects financed by the State Revolving Fund loans. The business activity debt consists of $1,522,768 of 
limited tax general obligation bonds ($1,490,000 of bond principal and $32,768 of bond premium) which 
were issued in 2010 to refund a 1999 bond issuance. The business activity also includes a debt amount of 
$880,000 related to a sewer construction project financed by a State Revolving Fund loan. In addition, the 
City has assumed a pro-rata share of debt related to each of the project segments of the Oakland-
Macomb Interceptor Drain, which as of the 2016 year end is $3,833,657. The total indebtedness of the 
City decreased by $1,769,313 during 2016. Additional information on the City’s long-term debt can be 
found in Note 8 of this report. 

New Disclosures for 2016 

During the current year, the City adopted a new accounting pronouncement, GASB Statement No. 77, 
Tax Abatements. This accounting pronouncement requires the City to disclose certain information about 
tax abatement agreements into which the City has entered. Tax abatements are defined for purposes of 
financial reporting as an abatement resulting from an agreement between a government and an individual 
or entity in which the government promises to forego tax revenue and the individual or entity promises 
to subsequently take a specific action that contributes to economic development or otherwise benefits 
the government or its citizens. This disclosure information allows users of the City’s financial statements 
to better understand how tax abatements affect the City’s future ability to raise resources and meet its 
financial obligations as well as understand the impact those abatements have on a government’s financial 
position and economic condition.  

Also, the City adopted a new accounting pronouncement, GASB Statement No. 72, Fair Value 
Measurement and Application. This accounting pronouncement requires a government to disclose 
information about fair value measurements, hierarchy, and valuation techniques. The purpose for this 
additional disclosure is to improve the comparability of financial statements among governments using 
more consistent and detailed definitions of fair value and accepted valuation techniques. Users will be 
provided information about the impact of fair value measurements on the City’s financial position. 
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Economic Factors and Next Year’s Budgets 

The City’s overall 2015 taxable value increased 2.43 percent, giving way to increased 2016 property tax 
revenue despite no increase to the City’s operating, fire, or police millages. The fire millage increase 
approved in August 2016 was applied to the winter 2016 tax bill that affects 2017 City tax revenue. For 
fiscal year 2017, the City’s property tax revenue still is expected to decrease despite the increased fire 
millage, and the City’s overall 2016 tax valuation decreased. (Per Oakland County’s 2016 equalization 
report, the decrease from 2015 is 7.27 percent for real and personal property combined.) Tax valuations 
have been held to the limits of the Headlee Amendment and Proposal A regardless of any growth. 
Without additional increases in tax base or a positive vote for a millage increase, annual tax revenue 
increases are anticipated but will continue to be modest in accordance with allowable inflationary 
increases. 

To offset the impact of reduced tax revenue, which actually began in the City’s 2007 fiscal year, the City 
has had to insist on cost elimination and containment during this period. Increased staffing efficiencies and 
purposeful cost control measures have enabled the City to provide the funds to finance capital projects 
without needing excessive reliance on debt issuance. Furthermore, the City has put forth recognized 
effort to secure funding assistance and collaborative financial agreements from other entities to meet 
capital needs. The City continues to prudently evaluate its active employee wages, benefits, and 
retirement programs to ensure that they are both affordable for the City and comparable to other 
Michigan municipalities while continuing to be competitive. More detailed comments about the status of 
the City’s retirement programs appear in the notes to the financial statements. 

Request for Information 

Questions concerning the information provided in this report or requests for additional financial 
information should be addressed to the Treasurer/Finance Department, City of Auburn Hills, 1827         
N. Squirrel Rd., Auburn Hills, MI 48326. 

 



City of Auburn Hills, Michigan

Statement of Net Position
December 31, 2016

Primary Government

Governmental

Activities

Business-type

Activities Total

Component

Units

Assets
Cash and investments (Note 3) $ 32,995,290 $ 22,993,124 $ 55,988,414 $ 18,793,236
Receivables (Note 4) 15,011,191 2,834,476 17,845,667 1,617,047
Internal balances (1,239,520) 1,239,520 - -
Inventory - 201,056 201,056 -
Prepaid expenses and other assets 385,320 - 385,320 -
Restricted assets (Note 5) 417,000 1,047,098 1,464,098 572,750
Land held for resale 1,040,856 - 1,040,856 -
Capital assets (Note 7):

Assets not subject to depreciation 5,701,456 9,176,218 14,877,674 8,162,114
Assets subject to depreciation 59,296,798 60,832,909 120,129,707 51,405,718

Net OPEB asset (Note 14) 1,371,774 - 1,371,774 -

Total assets 114,980,165 98,324,401 213,304,566 80,550,865

Deferred Outflows of Resources (Note 6)
Deferred charge on refunding - 128,807 128,807 -

Deferred outflows related to pensions 693,971 44,519 738,490 -

Total deferred outflows of
resources 693,971 173,326 867,297 -

Liabilities
Accounts payable 645,459 1,521,527 2,166,986 162,256
Due to other governmental units 1,136 6,599 7,735 -
Refundable deposits and bonds 778,622 449,859 1,228,481 -
Accrued liabilities and other 481,828 46,046 527,874 586
Provision for property tax refunds 52,327 - 52,327 8,336
Noncurrent liabilities:

Due within one year:
Compensated absences (Note 8) 221,947 12,692 234,639 -
Current portion of long-term debt

(Note 8) 50,000 1,765,358 1,815,358 -
Due in more than one year:

Compensated absences (Note 8) 1,272,316 81,823 1,354,139 -
Net pension liability (Note 12) 14,686,016 942,121 15,628,137 -

Long-term debt (Note 8) 752,658 4,471,067 5,223,725 572,750

Total liabilities 18,942,309 9,297,092 28,239,401 743,928

Deferred Inflows of Resources (Note 6)
Property taxes levied for the following year 15,443,866 - 15,443,866 1,800,438

Deferred inflows related to pensions 2,909,129 186,623 3,095,752 -

Total deferred inflows of
resources 18,352,995 186,623 18,539,618 1,800,438

The Notes to Financial Statements are an
Integral Part of this Statement. 11



City of Auburn Hills, Michigan

Statement of Net Position (Continued)
December 31, 2016

Primary Government

Governmental

Activities

Business-type

Activities Total

Component

Units

Net Position
Net investment in capital assets $ 64,195,596 $ 64,171,997 $ 128,367,593 $ 59,567,832
Restricted for:

Tree ordinance 546,523 - 546,523 -
Major and local roads 408,128 - 408,128 -
Metro act 565,754 - 565,754 -
Police grants and forfeitures 75,161 - 75,161 -
Community development block grant 16,536 - 16,536 -
NOCWA - 776,610 776,610 -
Amphitheatre and Splash Pad Project

donations 417,000 - 417,000 -

Unrestricted 12,154,134 24,065,405 36,219,539 18,438,667

Total net position $ 78,378,832 $ 89,014,012 $ 167,392,844 $ 78,006,499

The Notes to Financial Statements are an
Integral Part of this Statement. 12



City of Auburn Hills, Michigan

Program Revenue

Expenses -

Direct Expenses

Expenses -

Pension Recovery

Charges for

Services

Operating Grants

and

Contributions

Functions/Programs
Primary government: 

Governmental activities: 
General government $ 4,556,558 $ (498,727) $ 670,871 $ -
Public safety 12,371,438 (5,350,479) 1,476,141 74,244
Streets and public improvements 5,765,021 (405,886) 258,374 1,845,416
Health, welfare, and community

development 1,898,763 (167,267) 2,060,750 100,545
Recreation and culture 596,929 (385,569) 167,812 -

Interest on long-term debt 21,848 - - -

Total governmental activities 25,210,557 (6,807,928) 4,633,948 2,020,205

Business-type activities:
Water and Sewer Fund 15,252,953 (194,035) 17,904,158 153,259

Fieldstone Golf Club 1,824,628 (270,909) 1,386,018 -

Total business-type activities 17,077,581 (464,944) 19,290,176 153,259

Total primary government $ 42,288,138 $ (7,272,872) $ 23,924,124 $ 2,173,464

Component units:
TIFA A $ 1,640,142 $ - $ 42,570 $ 19,340
TIFA B 570,105 - 3,700 -
TIFA D 1,198,832 - - -
Brownfield Authority 397,084 - - -
Economic Development Corporation - - - -

Downtown Development Authority 2,221 - - -

Total component units: $ 3,808,384 $ - $ 46,270 $ 19,340

General revenue:
Property taxes
State-shared revenue
Investment income
Cable franchise fees
Other miscellaneous income

Gain on sale of fixed assets

Total general revenue

Transfers

Change in Net Position

Net Position - Beginning of year 

Net Position - End of year

The Notes to Financial Statements are an
Integral Part of this Statement. 13



Statement of Activities
Year Ended December 31, 2016

Net (Expense) Revenue and Changes in Net Position

Program

Revenue Primary Government

Capital Grants

and

Contributions

Governmental

Activities

Business-type

Activities Total

Component

Units

$ - $ (3,386,960) $ - $ (3,386,960) $ -
12,359 (5,458,215) - (5,458,215) -

352,098 (2,903,247) - (2,903,247) -

200 429,999 - 429,999 -
434,448 390,900 - 390,900 -

- (21,848) - (21,848) -

799,105 (10,949,371) - (10,949,371) -

3,293,917 - 6,292,416 6,292,416 -
- - (167,701) (167,701) -

3,293,917 - 6,124,715 6,124,715 -

$ 4,093,022 (10,949,371) 6,124,715 (4,824,656) -

$ - - - - (1,578,232)
- - - - (566,405)

9,097 - - - (1,189,735)
- - - - (397,084)
- - - - -
- - - - (2,221)

$ 9,097 - - - (3,733,677)

15,640,697 324,104 15,964,801 3,403,674
3,956,053 - 3,956,053 1,133,733

143,509 100,708 244,217 108,820
422,884 - 422,884 -
360,806 381,896 742,702 3,010
232,032 - 232,032 -

20,755,981 806,708 21,562,689 4,649,237

(1,000,000) 1,000,000 - -

8,806,610 7,931,423 16,738,033 915,560

69,572,222 81,082,589 150,654,811 77,090,939

$ 78,378,832 $ 89,014,012 $ 167,392,844 $ 78,006,499
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City of Auburn Hills, Michigan

Governmental Funds
Balance Sheet

December 31, 2016

General Fund

Major and

Local Streets

Funds

Nonmajor

Funds Total

Assets
Cash and investments $ 26,458,539 $ 676,562 $ 1,518,235 $ 28,653,336
Receivables:

Property taxes 11,559,057 - - 11,559,057
Special assessments 255,840 - - 255,840
Customers 656,789 - - 656,789
Other 31,149 6,720 - 37,869
Due from other governmental units 2,252,130 249,506 - 2,501,636

Prepaid expenses and other assets 383,236 - - 383,236

Land held for resale 1,040,856 - - 1,040,856

Total assets $ 42,637,596 $ 932,788 $ 1,518,235 $ 45,088,619

Liabilities
Accounts payable $ 467,444 $ 131,671 $ 13,711 $ 612,826
Due to other governmental units 1,136 - - 1,136
Due to other funds 35,962 2,220 - 38,182
Refundable deposits and bonds 376,769 380,023 21,830 778,622
Accrued liabilities and other 461,939 10,746 - 472,685

Provision for property tax refunds 52,327 - - 52,327

Total liabilities 1,395,577 524,660 35,541 1,955,778

Deferred Inflows of Resources (Note 6)
Unavailable revenue 596,264 - - 596,264

Property taxes levied for the following year 15,443,866 - - 15,443,866

Total deferred inflows of resources 16,040,130 - - 16,040,130

Fund Balances
Nonspendable:

Land held for resale 1,040,856 - - 1,040,856
Prepaids 383,236 - - 383,236

Restricted:
Roads - 408,128 - 408,128
Police grants and forfeitures - - 75,161 75,161
Metro act - - 565,754 565,754
Tree ordinance - - 546,523 546,523
Community development block grant - - 16,536 16,536

Committed:
Storm management 69,442 - - 69,442
Wayne Disposal - - 278,720 278,720

Assigned - Subsequent year's budget 6,125,865 - - 6,125,865

Unassigned 17,582,490 - - 17,582,490

Total fund balances 25,201,889 408,128 1,482,694 27,092,711

Total liabilities, deferred inflows of
resources, and fund balances $ 42,637,596 $ 932,788 $ 1,518,235 $ 45,088,619

The Notes to Financial Statements are an
Integral Part of this Statement. 15



City of Auburn Hills, Michigan

Governmental Funds
Reconciliation of the Balance Sheet to the Statement of

Net Position
December 31, 2016

Fund Balance Reported in Governmental Funds $ 27,092,711

Amounts reported for governmental activities in the statement
of net position are different because of the following:

Capital assets used in governmental activities are not financial resources and
are not reported in the funds (excludes ISF assets) 62,997,709

Special assessment receivables are expected to be collected over several
years and are not available to pay for current year expenditures 247,174

Grants and other receivables that are collected after year end, such that
they are not available to pay bills outstanding as of year end, are not
recognized in the funds 349,090

Restricted assets held by outside entities are not financial resources and are
not reported in the funds 417,000

Bonds payable and capital lease obligations are not due and payable in the
current period and are not reported in the funds (802,658)

Accrued interest is not due and payable in the current period and is not
reported in the funds (5,017)

Employee compensated absences are payable over a long period of years
and do not represent a claim on current financial resources; therefore,
they are not reported as fund liabilities (excludes ISF liability) (1,469,089)

Net other postemployment benefit (OPEB) asset is not recorded in the
modified accrual statements 1,371,774

Net pension liability is not due and payable in the current year and is not
reported in the funds (14,686,016)

Deferred outflows related to pensions are not a financial resource and are
not reported in the funds 693,971

Deferred inflows related to pensions are not due and payable in the current
year and are not reported in the funds (2,909,129)

Internal service funds are included as part of governmental activities 5,081,312

Net Position of Governmental Activities $ 78,378,832

The Notes to Financial Statements are an
Integral Part of this Statement. 16



City of Auburn Hills, Michigan

Governmental Funds
Statement of Revenue, Expenditures, and Changes in Fund Balances

Year Ended December 31, 2016

General Fund

Major and Local

Streets Funds

Nonmajor

Funds Total

Revenue
Property taxes $ 15,640,697 $ - $ - $ 15,640,697
Licenses and permits 1,443,847 - - 1,443,847
Federal grants 86,068 - 58,585 144,653
State-shared revenue and grants 4,088,501 1,614,787 72,780 5,776,068
Charges for services 5,259,322 - 258,374 5,517,696
Fines and forfeitures - - 67,187 67,187
Investment income 130,514 3,508 9,487 143,509
Other revenue:

Special assessments 132,738 - - 132,738
Local donations 30,007 - - 30,007
Cable franchise fees 422,884 - - 422,884

Other miscellaneous income 554,258 145,383 - 699,641

Total revenue 27,788,836 1,763,678 466,413 30,018,927

Expenditures
Current:

General government 6,942,865 - - 6,942,865
Public safety 12,116,051 - 50,363 12,166,414
Public works 920,257 3,008,792 117,493 4,046,542
Community and economic

development 1,824,139 - 46,195 1,870,334
Recreation and culture 595,005 - - 595,005

Debt service 142,879 - - 142,879

Total expenditures 22,541,196 3,008,792 214,051 25,764,039

Excess of Revenue Over (Under)
Expenditures 5,247,640 (1,245,114) 252,362 4,254,888

Other Financing Sources (Uses)
Proceeds from sale of assets 220,061 - 3,250 223,311
Transfers in - 1,175,000 - 1,175,000

Transfers out (1,925,000) - (250,000) (2,175,000)

Total other financing (uses)
sources (1,704,939) 1,175,000 (246,750) (776,689)

Net Change in Fund Balances 3,542,701 (70,114) 5,612 3,478,199

Fund Balances - Beginning of year 21,659,188 478,242 1,477,082 23,614,512

Fund Balances - End of year $ 25,201,889 $ 408,128 $ 1,482,694 $ 27,092,711

The Notes to Financial Statements are an
Integral Part of this Statement. 17



City of Auburn Hills, Michigan

Governmental Funds
Reconciliation of the Statement of Revenue, Expenditures,

and Changes in Fund Balances of Governmental Funds
to the Statement of Activities

Year Ended December 31, 2016

Net Change in Fund Balances - Total Governmental Funds $ 3,478,199

Amounts reported for governmental activities in the statement
of activities are different because of the following:

Governmental funds report capital outlays as expenditures; however, in the
statement of activities, these costs are allocated over their estimated
useful lives as depreciation:

Capital outlay 1,451,635

Depreciation expense (2,991,490)

Net book value of assets disposed of (10,140)

Revenue is recorded in the statement of activities when earned; it is not
reported in the funds until collected or collectible within 60 days of year
end (523,913)

Donations are recorded in the statement of activities when earned; they
are not reported in the funds 417,000

Repayment of bond principal is an expenditure in the governmental funds,
but not in the statement of activities (where it reduces long-term debt) 120,000

Change in accrued interest payable 1,031

Net pension recovery reported in the statement of activities does not
require the use of current resources and therefore is not reported in the
fund until it becomes due for payment 9,921,027

Change in deferred outflows related to pensions is reported in the
statement of activities (445,258)

Change in deferred inflows related to pensions is reported in the statement
of activities (2,667,841)

Change in net other postemployment benefits (OPEB) asset (195,496)

Decrease in accumulated employee sick and vacation pay reported in the
statement of activities does not require the use of current resources,
and therefore is not reported in the fund statements until they come
due for payment 60,359

Allocation of internal service funds to governmental activities 191,497

Change in Net Position of Governmental Activities $ 8,806,610

The Notes to Financial Statements are an
Integral Part of this Statement. 18



City of Auburn Hills, Michigan

Proprietary Funds
Statement of Net Position

December 31, 2016

Enterprise Funds

Governmental

Activities

Water and

Sewer Fund

Fieldstone Golf

Club Total

Proprietary -

Internal Service

Assets
Current assets:

Cash and investments $ 22,729,131 $ 263,993 $ 22,993,124 $ 4,341,954
Receivables - Customers 2,834,476 - 2,834,476 -
Due from other funds - - - 41,734
Inventory 145,901 55,155 201,056 -

Prepaid expenses and other assets - - - 2,084

Total current assets 25,709,508 319,148 26,028,656 4,385,772

Noncurrent assets:
Restricted assets (Note 5) 1,047,098 - 1,047,098 -
Capital assets (Note 7):

Assets not subject to depreciation 856,663 8,319,555 9,176,218 -

Assets subject to depreciation 57,351,095 3,481,814 60,832,909 2,000,545

Total noncurrent assets 59,254,856 11,801,369 71,056,225 2,000,545

Total assets 84,964,364 12,120,517 97,084,881 6,386,317

Deferred Outflows of Resources
Deferred charge on refunding - 128,807 128,807 -

Deferred outflows related to pensions (Note 12) 21,312 23,207 44,519 -

Total deferred outflows of resources 21,312 152,014 173,326 -

Liabilities
Current liabilities:

Accounts payable 1,509,152 12,375 1,521,527 32,633
Due to other governmental units - 6,599 6,599 -
Due to other funds 2,664 444 3,108 444
Refundable deposits and bonds 449,859 - 449,859 -
Accrued liabilities and other 35,359 10,687 46,046 4,126
Compensated absences (Note 8) 9,772 2,920 12,692 6,725

Current portion of long-term debt (Note 8) 242,590 1,522,768 1,765,358 -

Total current liabilities 2,249,396 1,555,793 3,805,189 43,928

Noncurrent liabilities:
Compensated absences (Note 8) 69,798 12,025 81,823 18,449
Net pension liability (Note 12) 451,013 491,108 942,121 -

Long-term debt (Note 8) 4,471,067 - 4,471,067 -

Total noncurrent liabilities 4,991,878 503,133 5,495,011 18,449

Total liabilities 7,241,274 2,058,926 9,300,200 62,377

Deferred Inflows of Resources - Deferred inflows
related to pensions (Note 12) 89,340 97,283 186,623 -

The Notes to Financial Statements are an
Integral Part of this Statement. 19



City of Auburn Hills, Michigan

Proprietary Funds
Statement of Net Position (Continued)

December 31, 2016

Enterprise Funds
Governmental

Activities

Water and
Sewer Fund

Fieldstone
Golf Club Total

Proprietary -
Internal Service

Net Position
Net investment in capital assets $ 53,764,589 $ 10,407,408 $ 64,171,997 $ 2,000,545
Restricted - NOCWA 776,610 - 776,610 -

Unrestricted 23,113,863 (291,086) 22,822,777 4,323,395

Total net position $ 77,655,062 $ 10,116,322 87,771,384 $ 6,323,940

Amounts reported for business-type activities in the
statement of net position are different because a
portion of the Internal Service Fund is included as
business-type activities 1,242,628

Net Position of Business-type Activities $ 89,014,012

The Notes to Financial Statements are an
Integral Part of this Statement. 20



City of Auburn Hills, Michigan

Proprietary Funds
Statement of Revenue, Expenses, and

Changes in Net Position
Year Ended December 31, 2016

Enterprise Funds

Water and

Sewer Fund

Fieldstone Golf

Club Total

Proprietary -

Internal Service

Operating Revenue
Sale of water $ 9,649,840 $ - $ 9,649,840 $ -
Sewage disposal charges 7,664,853 - 7,664,853 -
Hydrant and equipment rental 121,995 - 121,995 -
Interest and penalty charges 189,646 - 189,646 -
Merchandise sales - 95,697 95,697 -
Greens fees - 1,146,186 1,146,186 -
Practice range fees - 77,139 77,139 -
Equipment rental charges - - - 1,294,893
Vehicle rental charges - - - 725,553
Other operating income 277,824 66,996 344,820 837

Charges to other funds - - - 1,449,420

Total operating revenue 17,904,158 1,386,018 19,290,176 3,470,703

Operating Expenses
Cost of water 4,597,104 - 4,597,104 -
Cost of sewage treatment 4,799,437 - 4,799,437 -
Administrative charges 2,063,863 176,406 2,240,269 -
Supplies 267,936 332,979 600,915 422,002
Pension recovery (194,035) (270,909) (464,944) -
Contracted services 208,834 547,004 755,838 150,239
Salaries and wages 535,624 214,239 749,863 137,667
Fringe benefits 338,289 87,702 425,991 1,308,252
Other operating expenses 269,827 - 269,827 377,584

Depreciation and amortization 2,091,511 379,510 2,471,021 1,225,391

Total operating expenses 14,978,390 1,466,931 16,445,321 3,621,135

Operating Income (Loss) 2,925,768 (80,913) 2,844,855 (150,432)

Nonoperating Revenue (Expenses)
Property tax revenue - 324,104 324,104 -
Investment income 100,708 - 100,708 18,700
Interest expense (49,268) (86,788) (136,056) -
Gain on sale of assets - - - 291,969
State grants 153,259 - 153,259 -

Other revenue - 381,896 381,896 -

Total nonoperating revenue 204,699 619,212 823,911 310,669

Income - Before contributions 3,130,467 538,299 3,668,766 160,237

Capital Contributions
Capital and lateral charges 2,704,854 - 2,704,854 -

Developer contributions 589,063 - 589,063 -

Total capital contributions 3,293,917 - 3,293,917 -

The Notes to Financial Statements are an
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City of Auburn Hills, Michigan

Proprietary Funds
Statement of Revenue, Expenses, and
Changes in Net Position (Continued)

Year Ended December 31, 2016

Enterprise Funds

Water and

Sewer Fund

Fieldstone Golf

Club Total

Proprietary -

Internal Service

Transfers In $ - $ 1,000,000 $ 1,000,000 $ -

Change in Net Position 6,424,384 1,538,299 7,962,683 160,237

Net Position - Beginning of year 71,230,678 8,578,023 79,808,701 6,163,703

Net Position - End of year $ 77,655,062 $ 10,116,322 $ 87,771,384 $ 6,323,940

Net Change in Net Position - Total Enterprise
Funds $ 7,962,683

Amounts reported for business-type activities in the
statement of activities are different because the
Internal Service Fund is allocated partially to
business-type activities (31,260)

Change in Net Position of Business-type Activities
$ 7,931,423

The Notes to Financial Statements are an
Integral Part of this Statement. 22



City of Auburn Hills, Michigan

Proprietary Funds
Statement of Cash Flows

Year Ended December 31, 2016

Enterprise Funds

Water and Sewer

Fund

Fieldstone Golf

Club Total

Proprietary -

Internal Service

Cash Flows from Operating Activities
Receipts from customers $ 17,689,132 $ 1,386,018 $ 19,075,150 $ 2,021,283
Payments to suppliers (10,426,023) (815,648) (11,241,671) (896,641)
Payments to employees (933,967) (407,812) (1,341,779) (191,834)
Internal activity - Payments from other funds 1,327 - 1,327 268
Other operating income 468,597 - 468,597 1,432,322

Other operating expenses (2,005,228) (119,877) (2,125,105) (1,285,115)

Net cash provided by operating
activities 4,793,838 42,681 4,836,519 1,080,283

Cash Flows from Noncapital Financing Activities
Transfers from other funds - 1,000,000 1,000,000 -

Other nonoperating receipts 149,158 706,000 855,158 -

Net cash provided by noncapital
financing activities 149,158 1,706,000 1,855,158 -

Cash Flows from Capital and Related Financing
Activities
Proceeds from sales of capital assets - - - 291,969
Purchase of capital assets (2,247,018) - (2,247,018) (786,391)
Principal and interest paid on capital debt (404,896) (1,593,410) (1,998,306) -

Capital and lateral charges 2,704,854 - 2,704,854 -

Net cash provided by (used in)
capital and related financing
activities 52,940 (1,593,410) (1,540,470) (494,422)

Cash Flows from Investing Activities - Interest
received on investments 105,862 - 105,862 18,700

Net Increase in Cash and Cash Equivalents 5,101,798 155,271 5,257,069 604,561

Cash and Cash Equivalents - Beginning of year 17,627,333 108,722 17,736,055 3,737,393

Cash and Cash Equivalents - End of year $ 22,729,131 $ 263,993 $ 22,993,124 $ 4,341,954

Balance Sheet Classification of Cash and Cash
Equivalents - Cash and investments $ 22,729,131 $ 263,993 $ 22,993,124 $ 4,341,954

The Notes to Financial Statements are an
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City of Auburn Hills, Michigan

Proprietary Funds
Statement of Cash Flows (Continued)

Year Ended December 31, 2016

Enterprise Funds

Water and Sewer

Fund

Fieldstone Golf

Club Total

Proprietary -

Internal Service

Reconciliation of Operating Income (Loss) to
Net Cash from Operating Activities
Operating income (loss) $ 2,925,768 $ (80,913) $ 2,844,855 $ (150,432)
Adjustments to reconcile operating income (loss)

to net cash from operating activities:
Depreciation and amortization 2,091,511 379,510 2,471,021 1,225,391
Changes in assets and liabilities:

Receivables 253,571 - 253,571 (17,101)
Inventories 51,205 (9,295) 41,910 -
Accounts payable (254,143) 73,630 (180,513) 17,315
Due to others 1,327 - 1,327 268
Accrued and other liabilities (254,089) (376,780) (630,869) 6,926

Other assets (21,312) 56,529 35,217 (2,084)

Net cash provided by operating
activities $ 4,793,838 $ 42,681 $ 4,836,519 $ 1,080,283

During 2016, developers contributed $448,572 of water mains and $140,491 of sewer mains to the City. 

In addition, on behalf of the City, Oakland County constructed sewer lines related to the Oakland-Macomb Interceptor Drain
project for which they incurred additional long-term debt of approximately $95,000.

The Notes to Financial Statements are an
Integral Part of this Statement. 24



City of Auburn Hills, Michigan

Fiduciary Funds
Statement of Fiduciary Net Position

December 31, 2016

Pension and

Other

Postemployment

Benefits Funds Agency Fund

Assets
Cash and cash equivalents $ 653,361 $ 3,124,975
Investments:

Mutual funds - Fixed income 3,724,093 -
Limited partnerships 13,292,313 -
Commingled funds - Equity 18,617,725 -
Commingled funds - Fixed income 11,832,037 -
Common stock 14,120,180 -
Foreign stock 431,263 -
Real estate 1,990,939 -

Accrued interest receivable 37,618 -

Total assets 64,699,529 $ 3,124,975

Liabilities - Undistributed tax collections - $ 3,124,975

Net Position Held in Trust for Pension and Other Employee
Benefits $ 64,699,529

The Notes to Financial Statements are an
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City of Auburn Hills, Michigan

Fiduciary Funds
Statement of Changes in Fiduciary Net Position -

Pension and Other
Postemployment Benefits Funds
Year Ended December 31, 2016

Pension and

Other

Postemployment

Benefits Funds

Additions
Investment income:

Interest and dividends $ 1,432,138
Net increase in fair value of investments 2,612,831

Investment-related expenses (275,111)

Net investment income 3,769,858

Contributions:
Employer 2,380,904

Employee 108,915

Total contributions 2,489,819

Total additions 6,259,677

Deductions
Benefit payments 3,189,841

Medical premiums/expenses 1,287,504

Total deductions 4,477,345

Net Increase in Net Position Held in Trust 1,782,332

Net Position Held in Trust for Pension and Other Postemployment
Benefits - Beginning of year 62,917,197

Net Position Held in Trust for Pension and Other Postemployment
Benefits - End of year $ 64,699,529

The Notes to Financial Statements are an
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City of Auburn Hills, Michigan

Component Units
Statement of Net Position

December 31, 2016

TIFA A TIFA B TIFA D Brownfield EDC

Downtown

Development

Authority Total

Assets
Cash and investments $ 2,535,275 $ 8,816,045 $ 2,029,459 $ 5,357,393 $ 9,897 $ 45,167 $ 18,793,236
Receivables:

Property taxes 568,675 696,228 - 311,921 - 19,243 1,596,067
Other 17,280 3,700 - - - - 20,980

Restricted assets
(Note 5) - - - 572,750 - - 572,750

Capital assets (Note 7):
Assets not subject to

depreciation 6,068,547 - 2,093,567 - - - 8,162,114
Assets subject to

depreciation 18,780,163 8,882,630 23,742,925 - - - 51,405,718

Total assets 27,969,940 18,398,603 27,865,951 6,242,064 9,897 64,410 80,550,865

Liabilities
Accounts payable 90,264 2,327 68,172 1,493 - - 162,256
Accrued liabilities and

other - Accrued
salaries and wages 586 - - - - - 586

Provision for property
tax refunds 1,473 2,059 1,639 2,959 - 206 8,336

Due in more than one
year - Long-term debt - - - 572,750 - - 572,750

Total liabilities 92,323 4,386 69,811 577,202 - 206 743,928

Deferred Inflows of
Resources - Property
taxes levied for
subsequent year 624,648 803,141 - 341,976 - 30,673 1,800,438

Net Position
Net investment in capital

assets 24,848,710 8,882,630 25,836,492 - - - 59,567,832

Unrestricted 2,404,259 8,708,446 1,959,648 5,322,886 9,897 33,531 18,438,667

Total net
position $ 27,252,969 $ 17,591,076 $ 27,796,140 $ 5,322,886 $ 9,897 $ 33,531 $ 78,006,499

The Notes to Financial Statements are an
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City of Auburn Hills, Michigan

Program Revenue

Expenses

Charges for

Services

Operating

Grants and

Contributions

Capital Grants

and

Contributions

Functions/Programs

TIFA A $ 1,640,142 $ 42,570 $ 19,340 $ -
TIFA B 570,105 3,700 - -
TIFA D 1,198,832 - - 9,097
Brownfield Authority 397,084 - - -
Economic Development Corporation - - - -

Downtown Development Authority 2,221 - - -

Total component units $ 3,808,384 $ 46,270 $ 19,340 $ 9,097

General revenue:
Property taxes
State-shared revenue
Investment income

Other miscellaneous income

Total general revenue

Change in Net Position

Net Position - Beginning of year

Net Position - End of year

The Notes to Financial Statements are an
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Component Units
Statement of Activities

Year Ended December 31, 2016

Net (Expense) Revenue and Changes in Net Assets

TIFA A TIFA B TIFA D

Brownfield

Authority

Economic

Development

Corporation

Downtown

Development

Authority Total

$ (1,578,232) $ - $ - $ - $ - $ - $ (1,578,232)
- (566,405) - - - - (566,405)
- - (1,189,735) - - - (1,189,735)
- - - (397,084) - - (397,084)
- - - - - - -
- - - - - (2,221) (2,221)

(1,578,232) (566,405) (1,189,735) (397,084) - (2,221) (3,733,677)

821,503 1,167,775 370,948 1,011,318 - 32,130 3,403,674
300,570 116,614 701,844 14,705 - - 1,133,733

2,270 61,006 14,031 31,513 - - 108,820

10 - - 3,000 - - 3,010

1,124,353 1,345,395 1,086,823 1,060,536 - 32,130 4,649,237

(453,879) 778,990 (102,912) 663,452 - 29,909 915,560

27,706,848 16,812,086 27,899,052 4,659,434 9,897 3,622 77,090,939

$ 27,252,969 $ 17,591,076 $ 27,796,140 $ 5,322,886 $ 9,897 $ 33,531 $ 78,006,499
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City of Auburn Hills, Michigan

Notes to Financial Statements
December 31, 2016

Note 1 - Summary of Significant Accounting Policies

The following is a summary of the significant accounting policies used by the City of
Auburn Hills, Michigan:

Reporting Entity

The City of Auburn Hills, Michigan (the "City") is governed by an elected seven-member
council. The accompanying financial statements present the City and its component
units, entities for which the City is considered to be financially accountable. Although
blended component units are legally separate entities, in substance, they are part of the
City's operations. Each discretely presented component unit is reported in a separate
column in the government-wide financial statements to emphasize that it is legally
separate from the City (see discussion below for description).

Blended Component Unit - The City Building Authority is governed by a five-member
board appointed by the City Council. Although it is legally separate from the City, the
Building Authority is reported as if it were part of the primary government because its
sole purpose is to finance and construct the City's public facilities.

Discretely Presented Component Units

Tax Increment Finance Authorities (TIFA) - The TIFAs are governed by a nine-
member board.  The board is appointed by the mayor and confirmed by the City
Council. The City can significantly influence the operations of the TIFA board since the
City Council approves the TIFA budgets. The TIFAs were created to finance
infrastructure improvements within certain boundaries of the City.

Brownfield Redevelopment Authority - The Brownfield Redevelopment Authority is
governed by a five-member board. The board is appointed by the mayor and confirmed
by the City Council. The City can significantly influence the operations of the Brownfield
board since the City Council approves the Brownfield Redevelopment Authority budget.
The five-member board is comprised of one member of the City Council and four
citizens at-large. The Brownfield Authority was created to provide a means for financing
remediation of Brownfield (environmentally contaminated) sites within the City.

Economic Development Corporation (EDC) - The Economic Development
Corporation (EDC) is governed by a nine-member board. This board is appointed by
the mayor and confirmed by the City Council. The City can significantly influence the
operations of the EDC since the City Council approves the EDC budget. The EDC was
created to provide a means and method for the encouragement and assistance of
industrial and commercial enterprises in relocating, purchasing, constructing, improving,
or expanding within the City. The EDC may issue industrial revenue bonds as a means
of providing financing for certain enterprises.
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Downtown Development Authority (DDA) - The Downtown Development
Authority is governed by a nine-member board. This board is appointed by the mayor
and confirmed by the City Council. The City can significantly influence the operations of
the DDA since the City Council approves the DDA budget. The DDA was created to
provide a means and method for the encouragement of development in the downtown
district of the City. 

Although no separate financial statements are prepared for the component units, all
financial information can be obtained from the City’s finance department. 

Accounting and Reporting Principles

The City follows accounting principles generally accepted in the United States of
America (GAAP) as applicable to governmental units. Accounting and financial reporting
pronouncements are promulgated by the Government Accounting Standards Board. 

Report Presentation

Governmental accounting principles require that financial reports include two different
perspectives - the government-wide perspective and the fund-based perspective. The
government-wide financial statements (i.e., the statement of net position and the
statement of activities) report information on all of the nonfiduciary activities of the
primary government and its component units. The government-wide financial
statements are presented on the economic resources measurement focus and the full
accrual basis of accounting. Property taxes are recognized as revenue in the year for
which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met. The statements also
present a schedule reconciling these amounts to the modified accrual-based
presentation found in the fund-based statements. 

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenue. Direct expenses are those
that are clearly identifiable with a specific function or segment. The City has also
reported a separate column, pension recovery by function, which is primarily reflective
of the impact of the change in assumptions on the City's pension plan. For further
information, refer to Note 12. Program revenue includes (1) charges to customers or
applicants for goods, services, or privileges provided; (2) operating grants and
contributions; and (3) capital grants and contributions, including special assessments.
Taxes and other items not properly included among program revenue are reported
instead as general revenue. 

For the most part, the effect of interfund activity has been removed from these
statements. Exceptions to this general rule are charges between the City's water and
sewer function and various other functions of the City. Eliminations of these charges
would distort the direct costs and program revenue reported for the various functions
concerned. 
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Separate financial statements are provided for governmental funds, proprietary funds,
and fiduciary funds, even though the latter are excluded from the government-wide
financial statements. Major individual governmental funds and major individual Enterprise
Funds are reported as separate columns in the fund financial statements.

Fund Accounting

The City accounts for its various activities in several different funds in order to
demonstrate accountability for how we have spent certain resources - separate funds
allow us to show the particular expenditures for which specific revenue was used. The
various funds are aggregated into three broad fund types:

Governmental Funds include all activities that provide general governmental services
that are not business-type activities. This includes the General Fund, special revenue
funds, and debt service funds. The City reports the following funds as “major”
governmental funds:

• The General Fund, which is the primary operating fund. It accounts for all financial
resources used to provide general government services, other than those specifically
assigned to another fund.

• The Major and Local Streets Fund, which is used to account for funds received from
the State of Michigan in accordance with the provisions of Act 51 of 1951 to be used
for major and local road maintenance. The fund is also supported by transfers from
the General Fund to meet the City's major and local road maintenance needs.

Proprietary Funds include enterprise funds (which provide goods or services to users
in exchange for charges or fees) and internal service funds (which provide goods or
services to other funds of the City). The City reports the following funds as “major”
enterprise funds:

• The Water and Sewer Fund provides water to customers and disposes of sanitary
sewage for residents and commercial enterprises of the City on a user charge basis.

• The Fieldstone Golf Club Fund is used to account for the operations of the City’s
municipal golf course. This fund is funded primarily through user fees charged to
individuals using these facilities.

The City’s internal service funds are used to record the financing of services provided by
the City to other departments and funds on a cost reimbursement basis. The internal
service funds are accounted for on a full accrual basis, so that the full costs are
recognized and allocated to the various funds in the year that the costs are incurred.
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Fiduciary Funds include amounts held in a fiduciary capacity for others. These amounts
will not be used to operate our government's programs. Activities that are reported as
fiduciary include the following:

• The Pension Trust, which accumulates resources for pension benefit payments to
retirees.

• The Retiree Health Care Trust, which accumulates resources for future retiree
healthcare payments to retirees.

• The Agency Fund, which is used to account for assets held by the City as an agent
for other governments or other funds. Agency funds are custodial in nature (assets
equal liabilities) and do not involve the measurement or results of operations.

Interfund Activity: During the course of operations, the government has activity
between funds for various purposes. Any residual balances outstanding at year end are
reported as due from/to other funds and advances to/from other funds. While these
balances are reported in fund financial statements, certain eliminations are made in the
preparation of the government-wide financial statements. Balances between the funds
included in governmental activities (i.e., the governmental and internal service funds) are
eliminated so that only the net amount is included as internal balances in the
governmental activities column. Similarly, balances between the funds included in
business-type activities (i.e., the enterprise funds) are eliminated so that only the net
amount is included as internal balances in the business-type activities column.

Furthermore, certain activity occurs during the year involving transfers of resources
between funds. In fund financial statements, these amounts are reported at gross
amounts as transfers in/out. While reported in fund financial statements, certain
eliminations are made in the preparation of the government-wide financial statements.
Transfers between the funds included in governmental activities are eliminated so that
only the net amount is included as transfers in the governmental activities column.
Similarly, balances between the funds included in business-type activities are eliminated
so that only the net amount is included as transfers in the business-type activities
column.
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Basis of Accounting

The governmental funds use the current financial resources measurement focus and the
modified accrual basis of accounting. This basis of accounting is intended to better
demonstrate accountability for how the government has spent its resources. 

Expenditures are reported when the goods are received or the services are rendered.
Capital outlays are reported as expenditures (rather than as capital assets) because they
reduce the ability to spend resources in the future; conversely, employee benefit costs
that will be funded in the future (such as pension and retiree healthcare-related costs, or
sick and vacation pay) are not counted until they come due for payment. In addition,
debt service expenditures, claims, and judgments are recorded only when payment is
due.

Revenue is not recognized until it is collected, or collected soon enough after the end of
the year that it is available to pay for obligations outstanding at the end of the year. For
this purpose, the City considers amounts collected within 60 days of year end to be
available for recognition. The following major revenue sources meet the availability
criterion: state-shared revenue, state gas and weight tax revenue, and interest
associated with the current fiscal period. Conversely, special assessments and federal
grant reimbursements will be collected after the period of availability; receivables have
been recorded for these, along with a deferred inflow of resources. In addition,
property taxes collected in December of the current year are available; however, those
taxes were levied for the following year's budget; therefore, this revenue has also been
shown as a deferred inflow.

Proprietary funds and fiduciary funds use the economic resources measurement focus
and the full accrual basis of accounting. Revenue is recorded when earned and expenses
are recorded when a liability is incurred, regardless of the timing of related cash flows.

Specific Balances and Transactions

Cash and Cash Equivalents - Cash and cash equivalents include cash on hand and
short-term investments with a maturity of three months or less when acquired. Pooled
investment income is generally allocated to each fund using a weighted average.

Investments - Investments are reported at fair value or estimated fair value. Short-
term investments and commercial paper are reported at cost, which approximates fair
value. Securities traded on a national or international exchange are valued at the last
reported sales price at current exchange rates. Investments that do not have an
established market value are reported at estimated fair value as determined based on
the City's share of the audited net asset values (NAV) of the investment.
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The pension and OPEB trust include investments valued at $37.3 million (approximately
76 percent of pension assets) and $7.6 million (approximately 48 percent of OPEB
assets), respectively, whose fair values are not publicly traded and therefore do not
always have a readily determinable market value at year end. Management's estimates of
these values are based on the City's share of the NAV of the related investment
company. Because alternative investments are not readily marketable, their estimated
value is subject to uncertainty and therefore may differ significantly from the values that
would have been used had a ready market for these securities existed. The difference
could be material.

Inventories and Prepaid Items - Inventories are valued at cost, on a first-in, first-out
(FIFO) basis. Inventories of governmental funds are recorded as expenditures when
consumed rather than when purchased. Certain payments to vendors reflect costs
applicable to future fiscal years and are recorded as prepaid items in both government-
wide and fund financial statements.

Restricted Assets - Assets have been restricted in the primary government, as they
represent assets held by the Auburn Hills Community Foundation, Oakland County, and
North Oakland County Water Authority to be applied against future payment
obligations of the City. Additionally, cash has been restricted in the component unit, as it
represents unspent loan proceeds.  See Note 5 for additional discussion.

Capital Assets - Capital assets, which include property, equipment, and infrastructure
assets (e.g., roads, sidewalks, and storm water drains), are reported in the applicable
governmental or business-type activities column in the government-wide financial
statements. The City adopted a dollar cost threshold of $25,000 for capital asset classes
pertaining to water/sewer infrastructure/mains, buildings, and roads. The threshold for
all other capital asset classes is $5,000. All capital asset classes must have an estimated
useful life in excess of one year.  Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. The City uses a full year of depreciation in
the first year of service. Donated capital assets are recorded at estimated acquisition
cost at the date of donation.  

Infrastructure, buildings, equipment, and vehicles are depreciated using the straight-line
method over the following useful lives:

Capital Asset Class Lives (Years)

Water and sewer mains 50
Vehicles 3-5
Office furniture and equipment 3-5
Machinery and equipment 5
Buildings and improvements 30-35
Roads 40
Storm drains 50
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Long-term Obligations - In the government-wide financial statements and the
proprietary fund types in the fund financial statements, long-term debt and other long-
term obligations are reported as liabilities in the applicable governmental activities,
business-type activities, or proprietary fund-type statement of net position. Bond
premiums and discounts are deferred and amortized over the life of the bonds using the
effective interest method; bonds payable are reported net of the applicable bond
premium or discount. Bond issuance costs are expensed at the time they are incurred.
In the fund financial statements, governmental fund types recognize bond issuances as an
“other financing source,” as well as bond premiums and discounts. The General Fund
and debt service fund are generally used to liquidate governmental long-term debt.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position and/or balance sheet will sometimes
report a separate section for deferred outflows of resources. This separate financial
statement element represents a consumption of net position that applies to a future
period and so will not be recognized as an outflow of resources (expense/expenditure)
until then. The City has two items that qualify for reporting in this category. They are
deferred charge on refunding which results from the difference in the carrying value of
refunded debt and its reacquisition price, and deferred outflows of resources related to
pensions.  

In addition to liabilities, the statement of net position and/or balance sheet will
sometimes report a separate section for deferred inflows of resources. This separate
financial statement element represents an acquisition of net position that applies to a
future period and so will not be recognized as an inflow of resources (revenue) until that
time. The City has three items which qualify for reporting in this category. One item,
unavailable revenue, is reported only in the governmental funds balance sheet. The
governmental funds report unavailable revenue from two sources: special assessments
and other revenue. These amounts are deferred and recognized as inflow of resources
in the period that the amounts become available. The second deferred inflow is shown
on both the statement of net position and the modified accrual funds. This item arises
due to property taxes being received in December 2016 that were levied for use in the
subsequent year's budget, which is the 2017 calendar year. Additionally, deferred
inflows of resources include deferred inflows related to pensions.
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Net Position Flow Assumption

Sometimes the government will fund outlays for a particular purpose from both
restricted (e.g., restricted bond or grant proceeds) and unrestricted resources. In order
to calculate the amounts to report as restricted net position and unrestricted net
position in the government-wide and proprietary fund financial statements, a flow
assumption must be made about the order in which the resources are considered to be
applied. It is the government’s policy to consider unrestricted net position to have been
depleted before restricted net position is applied.

Fund Balance Flow Assumption

Sometimes the government will fund outlays for a particular purpose from both
restricted and unrestricted resources (the total of committed, assigned, and unassigned
fund balance). In order to calculate the amounts to report as restricted, committed,
assigned, and unassigned fund balance in the governmental fund financial statements, a
flow assumption must be made about the order in which the resources are considered
to be applied. It is the government’s policy to consider unrestricted fund balance to have
been depleted before using any of the components of restricted fund balance.
Furthermore, when the components of unrestricted fund balance can be used for the
same purpose, committed fund balance is depleted first, followed by assigned fund
balance. Unassigned fund balance is applied last.

Fund Balance Policies

Fund balance of governmental funds is reported in various categories based on the
nature of any limitations requiring the use of resources for specific purposes. The
government itself can establish limitations on the use of resources through either a
commitment (committed fund balance) or an assignment (assigned fund balance).

The committed fund balance classification includes amounts that can be used only for
the specific purposes determined by a formal action of the government’s highest level of
decision-making authority. The City Council is the highest level of decision-making
authority for the government that can, by adoption of a resolution prior to the end of
the fiscal year, commit fund balance. Once adopted, the limitation imposed by the
resolution remains in place until a similar action is taken (the adoption of another
resolution) to remove or revise the limitation.
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Amounts in the assigned fund balance classification are intended to be used by the
government for specific purposes but do not meet the criteria to be classified as
committed. The City Council has by resolution authorized the city manager, assistant
city manager, finance director, and deputy finance director to assign fund balance. The
council may also assign fund balance as it does when appropriating fund balance to cover
a gap between estimated revenue and appropriations in the subsequent year’s
appropriated budget. Unlike commitments, assignments generally only exist
temporarily. In other words, an additional action does not normally have to be taken for
the removal of an assignment. Conversely, as discussed above, an additional action is
essential to either remove or revise a commitment.

Property Tax Revenue

Property taxes are levied on each December 1 on the taxable valuation of property as of
the preceding December 31. Taxes are considered delinquent on March 1 of the
following year, at which time penalties and interest are assessed. 

The City's 2016 tax is levied and collectible on December 1, 2016 and is recognized as
revenue in the year ending December 31, 2017, when the proceeds of the levy are
budgeted and available for the financing of operations.

The 2015 taxable valuation of the City totaled approximately $1,610 million (ad valorem
only). A portion of the City's taxable value is captured by the Tax Increment Financing
Authority, Brownfield Authority, and Downtown Development Authority. These
authorities have tax levies both on the December and July property tax bills. The 2016
taxable valuation, which was levied on July 1 and recognized as revenue in the current
year, totaled $112.0 million captured by the Tax Increment Financing Authority, $46.3
million captured by the Brownfield Authority, and $2.5 million captured by the
Downtown Development Authority. Dollars of taxes were recognized as revenue as
follows (excludes penalties, interest, and administrative fees):

Purpose Millage Rate Revenue

General operating 2.1100 $ 3,172,000
Fire department 1.7604 2,646,000
Police department 5.9857 8,997,000
Captured property taxes - 1,059,000

Total 9.8561 $ 15,874,000

In addition to the property tax amounts above, approximately $324,000 is recorded
within the Fieldstone Golf Club enterprise fund as a result of an ongoing agreement with
the property owners.
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The City annually sells the delinquent real property taxes to the County which then
becomes responsible for collecting the taxes and taking any uncollected tax parcels
through the tax revision process. The County purchases these taxes at 100 percent of
face value, and in return, the County is allowed to retain all interest and penalties it
collects. The estimated present value of future delinquent collections to the City is less
than the face value that has been received because of the time value of money. During
the year, the City sold $198,628 of delinquent property taxes to the County. The actual
amount paid to the City is reduced by chargebacks for uncollectible taxes and interest
related to prior year delinquent tax sales to the County.  

Pension - The City offers a defined benefit pension plan to its employees. The City
records a net pension liability for the difference between the total pension liability
calculated by the actuary and the pension plan’s fiduciary net position. For the purpose
of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pensions, and pension expense, information about the
fiduciary net position of the pension plan, and additions to/deductions from the pension
plan’s fiduciary net position have been determined on the same basis as they are
reported by the pension plan. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the
benefit terms. Investments are reported at fair value. The net pension liability has
historically been liquidated from the funds from which the individual salaries are paid,
which are the General Fund, Water and Sewer Fund, and Fieldstone Golf Club.

Other Postemployment Benefit Costs - The City offers retiree healthcare benefits
to retirees. The City receives an actuarial valuation to compute the annual required
contribution (ARC) necessary to fund the obligation over the remaining amortization
period. In the governmental funds, OPEB costs are recognized as contributions are
made. For the government-wide statements and proprietary funds, the City reports the
full accrual cost equal to the current year required contribution, adjusted for interest
and “adjustment to the ARC” on the beginning of year underpaid amount, if any.

Compensated Absences (Leave Time) - City employees are granted leave time in
varying amounts based on length of service. Leave time is accrued and fully vested when
earned; upon termination, employees are paid accumulated vacation at full rates to a
limit of their maximum accrual, which varies by bargaining unit.  

All leave time is accrued when incurred in the government-wide and proprietary
financial statements. A liability for these amounts is reported in governmental funds only
for employee terminations as of year end. All other accrued compensated absences are
reported in the government-wide financial statements; generally the funds that report
each employee’s compensation (the General Fund and Water and Sewer Fund,
primarily) are used to liquidate obligations.  
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Proprietary Funds Operating Classification - Proprietary funds distinguish operating
revenue and expenses from nonoperating items. Operating revenue and expenses
generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal
operating revenue of the Water and Sewer Fund and internal service funds is charges to
customers for sales and services. The Water and Sewer Fund also recognizes as
operating revenue the portion of tap fees intended to recover the cost of connecting
new customers to the system. Operating expenses for enterprise funds and internal
service funds include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenue and expenses not meeting this definition are
reported as nonoperating revenue and expenses.

Use of Estimates - The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenue and expenses during the
period.  Actual results could differ from those estimates.

Note 2 - Stewardship, Compliance, and Accountability  

Construction Code Fees - The City oversees building construction in accordance with
the State's Construction Code Act, including inspection of building construction and
renovation to ensure compliance with the building codes. The City charges fees for
these services. The law requires that collection of these fees be used only for
construction code costs, including an allocation of estimated overhead costs. A summary
of the current year activity and the cumulative surplus or shortfall generated since
January 1, 2000 is as follows:

Shortfall at December 31, 2015 $ (4,196,528)
Current year permit revenue 1,578,995
Related expenses:

Direct costs $ 894,847

Estimated indirect costs 49,308 944,155

Current year surplus 634,840

Cumulative shortfall at December 31, 2016 $ (3,561,688)
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Deposits and investments are reported in the financial statements as follows:

Governmental

Activities

Business-type

Activities Fiduciary Funds

Component

Units

Cash and investments $ 32,995,290 $ 22,993,124 $ 67,786,886 $ 18,793,236

Restricted cash and investments - - - 572,750

Total $ 32,995,290 $ 22,993,124 $ 67,786,886 $ 19,365,986

These amounts are classified into the following deposits and investment categories:

Governmental

Activities

Business-type

Activities Fiduciary Funds

Component

Units

Cash and cash equivalents $ 13,268,891 $ 10,277,765 $ 3,778,336 $ 5,374,624
Investments:

Oakland County - LGIP 3,396,127 1,414,203 - 405,504
Investment managers 15,836,220 11,054,774 64,008,550 13,585,858

Certificates of deposit 494,052 246,382 - -

Total $ 32,995,290 $ 22,993,124 $ 67,786,886 $ 19,365,986

Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended) authorizes
local governmental units to make deposits and invest in the accounts of federally insured
banks, credit unions, and savings and loan associations that have offices in Michigan. The
law also allows investments outside the state of Michigan when fully insured. The local
unit is allowed to invest in bonds, securities, and other direct obligations of the United
States or any agency or instrumentality of the United States; repurchase agreements;
bankers’ acceptances of United States banks; commercial paper rated within the two
highest classifications, which matures not more than 270 days after the date of purchase;
obligations of the State of Michigan or its political subdivisions, which are rated as
investment grade; and mutual funds composed of investment vehicles that are legal for
direct investment by local units of government in Michigan. 

The Pension Trust Fund is also authorized by Michigan Public Act 314 of 1965, as
amended, to invest in certain reverse repurchase agreements, stocks, diversified
investment companies, annuity investment contracts, real estate leased to public
entities, mortgages, real estate (if the trust fund's assets exceed $250 million), debt or
equity of certain small businesses, certain state and local government obligations, and
certain other specified investment vehicles.  

The City adopted Public Act 149 of 1999, which allows the City to invest retiree health-
care funds in more diversified investment asset classes as allowed under Michigan Public
Act 314 of 1965, as amended. 
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The City has designated five banks for the deposit of its funds. The investment policy
adopted by the board in accordance with Public Act 196 of 1997 has authorized
investment in bonds and securities of the United States government, bank accounts,
commercial paper, municipal bonds, and certificates of deposits. The City's deposits and
investment policies are in accordance with statutory authority. The City's treasurer
periodically submits recommendations for approved depository banks and credit unions
to the City Council. The recommendations are based on external rating services and
recommendations by the City's external cash fund managers. Additionally, the City
participates in the Oakland County local government investment pool. The investment
pool is not subject to regulatory oversight, is not registered with the SEC, and does not
issue a separate financial report. Fair value of the position in the pool is the same as the
value of the pool shares.

The City's cash and investments are subject to several types of risk, which are examined
in more detail below:

Custodial Credit Risk of Bank Deposits - Custodial credit risk is the risk that in the
event of a bank failure, the City's deposits may not be returned to it. The City's
investment policy restricts depository accounts to federally insured institutions located
within the state of Michigan (consistent with state law). At year end, the City had
$31,833,688 of bank deposits (certificates of deposit and checking and savings accounts)
that were uninsured and uncollateralized. The uninsured and uncollateralized amount
includes $6,905,567 of a fiduciary trust fund and $9,932 of component unit deposits.
The City believes that due to the dollar amounts of cash deposits and the limits of FDIC
insurance, it is impractical to insure all deposits. As a result, the City evaluates each
financial institution with which it deposits funds and assesses the level of risk of each
institution; only those institutions with an acceptable estimated risk level are used as
depositories.

The City contracts one investment manager to manage a portion of the City's surplus
operating cash. The funds placed under the investment manager represent commingled
funds of the primary government, component unit funds, and an internal service fund.
Investments held by the investment manager at December 31, 2016 by the custodial
bank include U.S. Treasuries of $4,293,941, U.S. agency securities of $34,485,453,
commercial paper of $995,344, and municipal bonds of $702,114.

As noted above, the City participates in the Oakland County local government
investment pool. As of December 31, 2016, the City's investment in the investment pool
was $5,215,834.
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In addition to the governmental fund bank deposits noted above, the City had cash and
investments held in trust by a custodial bank as part of the City's Pension Trust and
Retiree Health Care Trust program. The fund's cash and investments stated at market
value were $48,779,397 and $15,882,514 in the Pension Trust and Retiree Health Care
Trust, respectively, as of December 31, 2016.

Interest Rate Risk - Interest rate risk is the risk that the value of investments will
decrease as a result of a rise in interest rates. The City's investment policy restricts the
average maturity of investments to two years with the exception of long-term debt or
capital fund investments, which may be invested in securities matched to cash flow
requirements with a maximum of five years. The City's pension and retiree healthcare
investment policies restrict cash equivalents to a dollar-weighted average maturity of 90
days or less. 

At year end, the City had the following investments and maturities:

Primary Government Fair Value

Less than One

Year

One to Three

Years

State municipal bonds $ 702,114 $ 702,114 $ -
U.S. government agency securities 34,485,453 10,622,146 23,863,307
Commercial paper 995,344 995,344 -
U.S. Treasuries 4,293,941 1,009,560 3,284,381

Oakland County - Investment pool 5,215,834 - 5,215,834

Total $ 45,692,686 $ 13,329,164 $ 32,363,522

Fiduciary Funds Fair Value

One to Five

Years

Mutual funds - Fixed income $ 3,724,093 $ 3,724,093

Commingled funds - Fixed income 11,832,037 11,832,037

Total $ 15,556,130 $ 15,556,130
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Credit Risk - State law limits investments in commercial paper to the top two ratings
issued by nationally recognized statistical rating organizations. The City's general
investment policy also limits investments to: commercial paper to the highest rating (A-
1/P-1); bankers' acceptances whose long-term debt rating is at least an A; obligations of
the State or its political subdivisions to the highest rating (A-1/P-1); or pooled funds with
a rating of at least an A.  As of year end, the credit quality ratings of debt securities are
as follows: 

Investment Fair Value Rating

Rating

Organization

Primary Government

State municipal bonds $ 702,114 AA- S&P
U.S. government agency securities 34,485,453 AA+ S&P
Commercial paper 995,344 A-1 S&P
U.S. Treasuries 4,293,941 AA+ S&P

Oakland County - Investment pool 5,215,834 Not rated

Total $ 45,692,686

Fiduciary Funds

Mutual funds - Fixed income $ 3,724,093 Aa3 Moody's

Commingled funds - Fixed income 11,832,037 Aa3 Moody's

Total $ 15,556,130

During the year, the City implemented Governmental Accounting Standards Board
Statement No. 72, Fair Value Measurement and Application. This statement required
disclosure regarding the impact of fair value measurements on a government's financial
positions, as follow:

The City categorizes its fair value measurements within the fair value hierarchy
established by generally accepted accounting principles. The hierarchy is based on the
valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted
prices in active markets for identical assets; Level 2 inputs are significant other
observable inputs; Level 3 inputs are significant unobservable inputs. Investments that
are measured at fair value using the net asset value per share (or its equivalent) as a
practical expedient are not classified in the fair value hierarchy below.
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In instances whereby inputs used to measure fair value fall into different levels in the
above fair value hierarchy, fair value measurements in their entirety are categorized
based on the lowest level input that is significant to the valuation. The City’s assessment
of the significance of particular inputs to these fair value measurements requires
judgment and considers factors specific to each asset or liability. 

The City has the following recurring fair value measurements as of December 31, 2016:

Assets Measured at Fair Value on a Recurring Basis

Fair Value Measurement Using 

Balance at
December 31,

2016

Quoted Prices
in Active

Markets for
Identical Assets

(Level 1)

Significant
Other

Observable
Inputs 

(Level 2)

Significant
Unobservable

Inputs 
(Level 3) 

Debt securities:
U.S. Treasury securities $ 4,293,941 $ 4,293,941 $ - $ -
State municipal bonds 702,114 - 702,114 -
U.S. agency securities 34,485,453 - 34,485,453 -

Mutual funds - Fixed income 3,724,093 3,724,093 - -

Total debt securities 43,205,601 8,018,034 35,187,567 -

Equity securities:
Common stock 14,120,180 14,120,180 - -
Foreign stock 431,263 431,263 - -

Real estate stocks 839,641 839,641 - -

Total equity securities 15,391,084 15,391,084 - -

Total investments by fair
value level 58,596,685 $ 23,409,118 $ 35,187,567 $ -

Investments Measured at Net
Asset Value (NAV)

Oakland County Government
Investment Pool 5,215,834

Commingled funds 30,449,762

Multi-strategy hedge funds 4,148,331

Private real estate funds 10,295,280

Total investments measured
at NAV 50,109,207

Total investments measured
at fair value $ 108,705,892

Debt and equity securities classified in Level 1 are valued using prices quoted in active
markets for those securities.
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The fair values of state municipal bonds and U.S. agency securities at December 31,
2016 were determined primarily based on Level 2 inputs. The City estimates the fair
value of these investments using interactive data, which uses other inputs such as
interest rates and yield curves that are observable at commonly quoted intervals.

The valuation method for investments measured at net asset value (NAV) per share (or
its equivalent) is presented below.

Investments in Entities that Calculate Net Asset Value per Share

The City holds shares or interests in investment companies whereby the fair value of the
investments is measured on a recurring basis using net asset value per share (or its
equivalent) of the investment companies as a practical expedient.    

At the year ended December 31, 2016, the fair value, unfunded commitments, and
redemption rules of those investments are as follows: 

Fair Value
Unfunded

Commitments

Redemption
Frequency,
if Eligible

Redemption
Notice Period

Oakland County Government
Investment Pool $ 5,215,834 $ - No restrictions None

Commingled funds 30,449,762 - Daily-Monthly Daily - 15 days
Multi-strategy hedge funds 4,148,331 - None-Quarterly None - 95 days

Private real estate funds 10,295,280 2,397,659 None-Quarterly None - 10 days

Total investments measured
at NAV $ 50,109,207 $ 2,397,659

The Oakland County Local Government Investment Pool (LGIP) is not registered with
the SEC and does not issue a separate report. The fair value of the position in the pool is
not the same as the value of the pool shares, since the pool does not meet the
requirements under GASB 79 to report its value for financial reporting purposes at
amortized cost. 

Commingled funds: This type includes three commingled funds that invest in publicly
traded domestic equity, international equity, or fixed income. Forty-four percent  of the
assets can be redeemed on a daily basis. All of the underlying securities within the
commingled funds carry a Level 1 or Level 2 valuation.  

Multi-strategy hedge funds: This type invests in two hedge funds that pursue multiple
strategies to diversify risks and reduce volatility. The hedge funds’ composite portfolio
for this type includes investments in approximately 38 percent global stocks, 33 percent
global fixed income, and 29 percent balanced/global macro. The fair values of the
investments in this type have been determined using the NAV per share (or its
equivalent) of the investments.  
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Private real estate: This type includes four real estate funds that invest primarily in U.S.
commercial real estate. The fair values of the investments in this type have been
determined using the NAV per share (or its equivalent) of the plan’s ownership interest
in partners’ capital. Distributions from each fund will be received as the underlying
investments of the funds are liquidated. It is expected that the underlying assets of the
funds will be liquidated over the next one to eight years. One hundred percent of the
total investment in this type is expected to be sold. However, the individual investments
that will be sold have not yet been determined. Because it is not probable that any
individual investment will be sold, the fair value of each individual investment has been
determined using the NAV per share (or its equivalent) of the plan’s ownership interest
in partners’ capital. Once it has been determined which investments will be sold and
whether those investments will be sold individually or in a group, the investments will be
sold in an auction process. Approximately 42 percent of the assets are able to be
liquidated via a quarterly redemption queue. The balance of the assets will be liquidated
as underlying properties are sold or the investee fund’s management approves of the
buyer before the sale of the investments can be completed. 

Note 4 - Receivables  

At the end of the current fiscal year, receivables for the City's governmental activities,
business-type activities, and component unit are as follows:

Governmental

Activities

Business-type

Activities

Component

Unit
Receivables:

Property taxes $ 11,559,057 $ - $ 1,596,067
Special assessments 255,840 - -
Customers 656,789 2,834,476 20,980
Other 37,869 - -
Due from other governmental

units 2,501,636 - -

Net receivables $ 15,011,191 $ 2,834,476 $ 1,617,047
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Restricted assets in the governmental activities represent cash held by the Auburn Hills
Community Foundation (the "Foundation") in the amount of $417,000 that is reflective
of donations made to the Foundation for the benefit of the City that are restricted to
the City's amphitheater and splash pad projects.

Restricted assets in the business-type activities are comprised of the City's unspent bond
proceeds held by Oakland County for the improvement of the water and sewer system
in the amount of $270,488. The County holds these monies to apply against future
water and sewer system construction for the City. Additionally, restricted assets include
a deposit held by North Oakland County Water Authority (NOCWA) in the amount of
$776,610.  NOCWA is holding the deposit to cover future water expenses.

Restricted assets in the Brownfield Authority (component unit) are related to loan
proceeds from the Michigan Department of Environmental Quality in the amount of
$572,750. The loan proceeds have been committed for a redevelopment project that
will be completed by a developer. The developer has entered into a loan agreement
with the Brownfield Authority for $572,570. The developer will draw the funds down as
the redevelopment project progresses and the loan will be repaid through tax increment
revenue.   

Note 6 - Deferred Inflows/Outflows of Resources  

At the end of the current fiscal year, the various components of deferred inflows of
resources are as follows:

Governmental

Funds

Governmental

Activities

Business-type

Activities

Property taxes levied for subsequent
year $ 15,443,866 $ 15,443,866 $ -

Special assessments - Unavailable 247,174 - -
Other revenue - Unavailable 349,090 - -
Deferred charge on bond refunding - - 128,807

Pension related (Note 12) - 2,909,129 738,490

Total deferred inflows $ 16,040,130 $ 18,352,995 $ 867,297

At the end of the current fiscal year, the various components of deferred outflows of
resources are as follows:

Governmental

Activities

Business-type

Activities

Pension related (Note 12) $ 693,971 $ 186,623
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Capital asset activity of the City's governmental and business-type activities was as
follows:

Governmental Activities

Balance 
January 1, 2016 Reclassifications* Additions Disposals

Balance 
December 31,

2016

Capital assets not being depreciated:
Land $ 5,608,136 $ - $ - $ - $ 5,608,136

Construction in progress 6,986,103 (8,151,040) 1,268,397 (10,140) 93,320

Subtotal 12,594,239 (8,151,040) 1,268,397 (10,140) 5,701,456

Capital assets being depreciated:
Roads 67,877,293 8,151,040 52,759 - 76,081,092
Storm drains 7,713,816 - - - 7,713,816
Buildings and improvements 18,959,179 - - - 18,959,179
Machinery and equipment 7,834,507 - 374,438 (2,542) 8,206,403
Vehicles 7,398,984 - 531,698 (699,477) 7,231,205
Office furniture and equipment 1,302,858 - 10,734 - 1,313,592

Land improvements 8,900 - - - 8,900

Subtotal 111,095,537 8,151,040 969,629 (702,019) 119,514,187

Accumulated depreciation:
Roads 30,541,723 - 1,942,840 - 32,484,563
Storm drains 1,887,246 - 153,893 - 2,041,139
Buildings and improvements 10,576,720 - 661,416 - 11,238,136
Machinery and equipment 6,274,420 - 654,495 (2,542) 6,926,373
Vehicles 6,226,037 - 753,267 (699,477) 6,279,827
Office furniture and equipment 1,194,304 - 50,377 - 1,244,681

Land improvements 2,077 - 593 - 2,670

Subtotal 56,702,527 - 4,216,881 (702,019) 60,217,389

Net capital assets being
depreciated 54,393,010 8,151,040 (3,247,252) - 59,296,798

Net capital assets $ 66,987,249 $ - $ (1,978,855) $ (10,140) $ 64,998,254
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Business-type Activities

Balance 
January 1, 2016 Reclassifications* Additions Disposals

Balance 
December 31,

2016

Capital assets not being depreciated:
Land $ 8,325,776 $ - $ - $ - $ 8,325,776

Construction in progress 5,914,203 (7,332,565) 2,268,804 - 850,442

Subtotal 14,239,979 (7,332,565) 2,268,804 - 9,176,218

Capital assets being depreciated:
Water and sewer mains 74,184,615 7,038,219 1,064,692 - 82,287,526
Buildings and improvements 10,230,583 287,785 131,831 - 10,650,199

Machinery and equipment 2,880,432 6,561 16,962 - 2,903,955

Subtotal 87,295,630 7,332,565 1,213,485 - 95,841,680

Accumulated depreciation:
Water and sewer mains 24,683,762 - 1,867,534 - 26,551,296
Buildings and improvements 5,304,202 - 393,837 - 5,698,039

Machinery and equipment 2,664,089 - 95,347 - 2,759,436

Subtotal 32,652,053 - 2,356,718 - 35,008,771

Net capital assets being
depreciated 54,643,577 7,332,565 (1,143,233) - 60,832,909

Net capital assets $ 68,883,556 $ - $ 1,125,571 $ - $ 70,009,127

Component Units

Balance 
January 1, 2016 Reclassifications* Additions Disposals

Balance 
December 31,

2016

Capital assets not being depreciated:
Land $ 8,162,896 $ - $ - $ (306,220) $ 7,856,676

Construction in progress 5,432,805 (5,152,654) 25,287 - 305,438

Subtotal 13,595,701 (5,152,654) 25,287 (306,220) 8,162,114

Capital assets being depreciated:
Roads 31,426,542 4,476,732 148,146 - 36,051,420
Buildings and improvements 26,637,056 13,531 - - 26,650,587
Office furniture and equipment 528,037 - - - 528,037

Land improvements 6,422,770 662,391 49,246 - 7,134,407

Subtotal 65,014,405 5,152,654 197,392 - 70,364,451

Accumulated depreciation:
Roads 8,070,274 - 956,037 - 9,026,311
Buildings and improvements 6,328,549 - 694,374 - 7,022,923
Office furniture and equipment 405,016 - 53,075 - 458,091

Land improvements 2,164,226 - 287,182 - 2,451,408

Subtotal 16,968,065 - 1,990,668 - 18,958,733

Net capital assets being
depreciated 48,046,340 5,152,654 (1,793,276) - 51,405,718

Net capital assets $ 61,642,041 $ - $ (1,767,989) $ (306,220) $ 59,567,832

* Reclassifications include assets that were previously included in construction in progress that were placed in service during the
fiscal year.  
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Depreciation expense was charged to programs of the primary government as follows:

Governmental activities:
General government $ 138,636
Public safety 268,650
Public works 2,570,407
Community and economic development 13,797

Internal service 1,225,391

Total governmental activities $ 4,216,881

Business-type activities:
Water and sewer $ 2,091,511

Fieldstone Golf Club 265,207

Total business-type activities $ 2,356,718

Component unit activities:
TIFA A $ 335,680
TIFA B 817,459

TIFA D 837,529

Total component unit activities $ 1,990,668

Construction Commitments - The City has various active construction projects
ongoing at year end whereby the City has a contractual obligation with a third party for
construction and design work. At year end, the City's outstanding commitments with
vendors by project are as follows:  

Spent to Date

Remaining

Commitment

Pacific Roads project $ 8,560 $ 1,306,613
North Atlantic/Continental project 26,133 2,982,285

Pontiac water main project 114,534 1,885,466

Total $ 149,227 $ 6,174,364
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The City issues bonds to provide for the acquisition and construction of major capital
facilities. General obligation bonds are direct obligations and pledge the full faith and
credit of the City.  

Long-term debt activity can be summarized as follows:

Interest Rate
Ranges

Principal
Maturity Ranges

Beginning
Balance Additions Reductions

Ending
Balance

Due Within
One Year

Governmental Activities

John E. Olsen Drain Project -
Amount of issue - $950,000 (1) 4.6% - 6.0% $75,000 $ 75,000 $ - $ (75,000) $ - $ -

State Revolving Fund Loan related
to Storm Water Management
Retrofit (2) 2.5%

$5,000 -
$10,000 102,658 - (5,000) 97,658 5,000

State Revolving Fund Loan related
to Storm Water Management
Galloway Drain (2) 2.5%

$45,000 -
$60,000 745,000 - (40,000) 705,000 45,000

Total bonds payable 922,658 - (120,000) 802,658 50,000

Accumulated compensated
absences 1,548,533 174,926 (229,196) 1,494,263 221,947

Total governmental
activities $ 2,471,191 $ 174,926 $ (349,196) $ 2,296,921 $ 271,947

(1) The Olsen Drain project debt payment is recorded in the Storm Water Management Department of the General Fund and is
funded using operating funds from the General Fund. 

(2) The principal repayment amounts for SWMR and Galloway Drain projects represent 60 percent of the project costs while 40
percent of the project costs qualified for principal forgiveness from the American Recovery and Reinvestment Act of 2009.
Principal payments on both projects began in April 2011, and the loan repayments are amortized over 20 years with an
interest rate of 2.5 percent.

52



City of Auburn Hills, Michigan

Notes to Financial Statements
December 31, 2016

Note 8 - Long-term Debt (Continued)

Interest Rate
Ranges

Principal
Maturity Ranges

Beginning
Balance Additions Reductions

Ending
Balance

Due Within
One Year

Business-type Activities

City of Auburn Hills Refunding
Bonds, Series 2009
Amount of issue -
$10,400,000 (3) 3.38% $1,490,000 $ 2,950,000 $ - $ (1,460,000) $ 1,490,000 $ 1,490,000

Bond Premium, Refunding
Bonds Series 2009  72,090 - (39,322) 32,768 32,768

Oakland-Macomb Interceptor
Drain Special Assessment
Bonds, Series 2010A (4) 2.5%

$38,183-
$54,878 723,165 - (37,191) 685,974 38,183

Oakland-Macomb Interceptor
Drain Special Assessment
Bonds, Series 2010B (4) 1.5% - 5.9%

$8,926-
$17,191 183,973 - (8,595) 175,378 8,926

Oakland-Macomb Interceptor
Drain Special Assessment
Bonds, Series 2011A Segment
2 (5) 1.5% - 5.9%

$43,633-
$63,318 952,265 - (48,876) 903,389 43,633

Oakland-Macomb Interceptor
Drain Financing Source not
finalized by Oakland County
for OMID 2013A Segment 3
(6) 2.0%

$41,105-
$136,377 2,069,245 94,610 (94,939) 2,068,916 96,848

2.5% State Revolving Fund
Loans related to Sanitary
Sewer Rehabilitation (7) 2.5%

$55,000-
$70,000 935,000 - (55,000) 880,000 55,000

Total bonds payable 7,885,738 94,610 (1,743,923) 6,236,425 1,765,358

Accumulated compensated
absences 96,316 11,221 (13,022) 94,515 12,692

Total business-type
activities $ 7,982,054 $ 105,831 $ (1,756,945) $ 6,330,940 $ 1,778,050

(3) In September 1999, the City issued Refunding Bonds Series 2009 relative to its Fieldstone Golf Course operations. The
proceeds were used to call and retire early the April 1999 bond issue incurred for the Fieldstone Golf Course (original issue
amount of $14,900,000). The 1999 bond issuance was used to defease the original 1996 bond issuance, the proceeds of
which were used for the Fieldstone Golf Course land purchase and golf course construction and development. The final loan
payment related to this issuance will be in fiscal year 2017. 

(4) During 2009, Macomb and Oakland counties jointly established the Oakland-Macomb Interceptor Drain - Drainage District
(OMID), an intercounty drainage district, under Chapter 21 of the Drain Code. The OMID was created to acquire, operate,
and maintain the Oakland-Macomb Interceptor (OMI); title to the OMI was transferred from the City of Detroit to the
OMID as part of a settlement agreement with the City of Detroit reached in May 2009. The OMID apportioned the
responsibility to pay the debt required to finance this project to the participating cities, townships, and villages located in the
two counties. The OMID bond debt will be amortized over a 20-year period with an interest rate of 2.5 percent. The OMID
2010B debt has a 45 percent federal interest subsidy which is reimbursed to the City semiannually.

(5) During 2011, additional bonds (Series 2011A) were issued through the State's revolving fund loans for Segment 2 of the
OMID project. The state revolving fund loan is for a 20-year period with a fixed interest rate of 2.5 percent. The City will
have a level debt service payment of approximately $66,400 for principal and interest for the loan duration. The final loan
payment related to this issuance will be in fiscal year 2033.    

(6) Beginning in 2012 as part of Oakland-Macomb Interceptor Drain project, Oakland County commenced with Segment 3 of
the project. The tentative estimated cost of this segment is $65,140,000. The City's pro-rata share of the project is
approximately 3.47 percent, which resulted in the City's share of the debt to be approximately $2.26 million. The City will
have a level debt service payment of approximately $138,300 for principal and interest for the loan duration. The final loan
payment related to this issuance will be in fiscal year 2034.

53



City of Auburn Hills, Michigan

Notes to Financial Statements
December 31, 2016

Note 8 - Long-term Debt (Continued)

(7) The principal repayment amounts for the Sanitary Sewer Rehabilitation represent 60 percent of the total project costs as 40
percent of the project cost qualified for principal forgiveness from the American Recovery and Reinvestment Act of 2009.
The first principal payment on this project was paid in April 2011. The loan repayments are amortized over 20 years with an
interest rate of 2.5 percent.

Interest Rate
Ranges

Principal Maturity
Ranges Beginning Balance Additions Ending Balance

Due Within
One Year

Component Unit Activities

Michigan Department of
Environmental Quality Loan
(8) 1.5%

$49,003-
$56,030 $ - $ 572,750 $ 572,750 $ -

(8)     During 2016, the Brownfield Authority received a loan from the Michigan Department of Environmental Quality (MDEQ) to
fund a redevelopment project.  The redevelopment project will be completed by a developer. The Brownfield Authority
entered into a loan agreement with the developer for the same amount of the MDEQ loan.  The developer will draw down
the funds from the Brownfield Authority in the future and will repay the loan through tax increment revenue. The Brownfield
Authority will start making loan payments to the MDEQ in 2020 and the final loan payment will be in fiscal year 2030.

Defeased Debt - In 1999, the Building Authority defeased certain bonds issued in 1996
by placing the proceeds of the new bonds in an irrevocable trust to provide for all future
debt service payments on the old bonds. Accordingly, the trust account assets and the
liability for the defeased bonds are not included in the general purpose financial
statements. At December 31, 2016, $1,550,000 of bonds outstanding is considered
defeased.

Total interest expense for the year was approximately $160,000. Annual debt service
requirements to maturity for the above bonds and note obligations are as follows:

Governmental Activities Business-type Activities Component Unit

Year Ending
December 31 Principal Interest Total Principal Interest Total Principal Interest Total

2017 $ 50,000 $ 19,441 $ 69,441 $ 1,732,590 $ 161,810 $ 1,894,400 $ - $ - $ -
2018 50,000 18,191 68,191 246,874 105,657 352,531 - - -
2019 50,000 16,941 66,941 251,286 99,889 351,175 - - -
2020 50,000 15,691 65,691 261,239 93,797 355,036 56,030 - 56,030
2021 50,000 14,441 64,441 266,027 88,526 354,553 48,279 7,751 56,030

2022-2026 287,658 51,670 339,328 1,421,131 337,603 1,758,734 252,479 27,671 280,150
2027-2031 265,000 13,438 278,438 1,505,467 153,794 1,659,261 215,462 8,159 223,621
2032-2035 - - - 519,043 140,908 659,951 - - -

Total $ 802,658 $ 149,813 $ 952,471 $ 6,203,657 $ 1,181,984 $ 7,385,641 $ 572,250 $ 43,581 $ 615,831

Component Units - Excluded from the component unit long-term debt are revenue
bonds issued by the Economic Development Corporation to acquire and lease property
to third parties. The revenue bonds issued are payable solely from the net revenue
derived from the respective leases and are not a general obligation of the City. After
these bonds are issued, all financial activity is taken over by the paying agent. The bonds
and related lease contracts are not reflected in the City's financial statements. As of
December 31, 2016, there were five series of Economic Development bonds
outstanding. The aggregate principal amount outstanding could not be determined.
However, their original issue amounts totaled $16,850,000. 

54



City of Auburn Hills, Michigan

Notes to Financial Statements
December 31, 2016

Note 9 - Interfund Receivables, Payables, and Transfers  

The composition of interfund balances is as follows:

Receivable Fund Payable Fund Amount

Due to/from Other Funds
Internal Service Fund - Retiree

Health Care General Fund $ 35,962
Major and Local Streets Fund 2,220
Water and Sewer Fund 2,664
Fieldstone Golf Club Fund 444
Internal Service Fund - Fleet

management 444

Total Internal Service
Fund - Retiree
health care $ 41,734

These balances result from the time lag between the dates that the reimbursable
expenditures occur, transactions are recorded in the accounting system, and payments
between funds are made.  

Interfund transfers reported in the fund financial statements are comprised of the
following:

Fund Transferred To Fund Transferred From Amount

Major and Local Streets Fund General Fund $ 925,000

Wayne-Oakland Disposal Fund 250,000

Total Major and Local
Streets Fund 1,175,000

Fieldstone Golf Club Fund General Fund 1,000,000

Total $ 2,175,000

The transfer from the General Fund to the Major and Local Streets Fund was necessary
to supplement Act 51 funds provided by the State of Michigan for road maintenance.
The transfer from the General Fund to the Fieldstone Golf Club Fund was provided to
support its operations and meet the City's state-approved deficit elimination plan for the
golf club. The transfer from the Wayne Disposal Fund to the Major and Local Streets
Fund was made to support additional local street maintenance expenditures.
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The City is exposed to various risks of loss related to property loss, torts, errors and
omissions, and employee injuries (workers' compensation), as well as medical benefits
provided to employees. The City participates in the Michigan Municipal League (risk
pool) for claims relating to workers' compensation. The City is self-insured for
prescriptions. The City records prescription charges incurred through the end of the
fiscal year. In 2004, the City became self-insured for property damage to city vehicles
under $75,000. Settled claims relating to the commercial insurance have not exceeded
the amount of insurance coverage in any of the past 10 years.

The Michigan Municipal League risk pool program operates as a common risk-sharing
management program for local units of government in Michigan; member premiums are
used to purchase commercial excess insurance coverage and to pay member claims in
excess of deductible amounts.

Under the provisions of a contractual agreement signed in 1995 between the City and
the Cardell Corporation, the City receives a cash advance to support the operations of
the Fieldstone Golf Course when the property taxes of specific identified land parcels
do not exceed a predetermined amount set forth in the agreement for each fiscal year
through 2020. During 2016, the City received $381,896 due to the predetermined
amount of $706,000 exceeding the specific property tax amount of $324,104. A total of
$4,845,958 in cash advances has been received from the Cardell Corporation or its
successor corporation (Molex Global Transportation) under the provisions of this
contractual agreement. Repayment of this advance is only required when the Fieldstone
Golf Club Fund reaches a specified cash balance. Because repayment of this advance is
required only after the Fieldstone Golf Club Fund reaches specific cash balance levels,
these advances have been recorded as revenue in the Fieldstone Golf Club Fund. 

Note 11 - Joint Venture  

The City is a member of the North Oakland County Water Authority (NOCWA), which
provides joint management of the four member communities' water systems. Each of
the four member communities appoints one member to the governing body. During the
year ended December 31, 2016, the City contributed $4,598,320 and $20,002 to pay
water and other obligations, respectively. Additionally, during 2015, the City deposited
$776,610 with NOCWA to cover two months' worth of expenses in the event the City
fails to pay, which has been recorded as a restricted asset. There are no financial
statements available for the authority for the year ended December 31, 2016.  
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Pension Plan Description

The City of Auburn Hills Pension Board of Trustees (the "Pension Board") administers
the City of Auburn Hills Employee Pension Plan - a single employer defined benefit
pension plan that provides pensions to all full-time employees hired prior to 1998.  The
plan is closed to new employees. Benefit terms have been established by contractual
agreements between the City and the various employee union representation;
amendments are subject to the same process. 

Management of the plan is vested in the Pension Board, which consists of nine
members - the mayor, mayor pro-term, city manager, city clerk, finance director, two
public safety members - elected by police and fire members of the plan, public service
member - elected by public service members of the plan, and a clerical or technical
member - elected by clerical or technical members of the plan.

Employees Covered by Benefit Terms - At December 31, 2016, the following
employees were covered by the benefit terms:

Inactive plan members or beneficiaries currently receiving benefits 107
Inactive plan members entitled to but not yet receiving benefits 17

Active plan members 26

Total employees covered by the plan 150
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Benefits Provided - The pension plan provides retirement, disability, and death
benefits to plan members and their beneficiaries. Benefit terms are established by
contractual agreements between the City and the various employee union
representation; amendments are subject to the same process. The benefits are defined
as follows:

Service Retirement

Unit Multiplier Max.
Final Avg.

Comp.
Member
Contrib.

COLA
(Noncompound)

Percent Start Max.

Admin. 2.65% 80% Final 5 6% 2.5% 55 15 yrs.

AFSCME 2.65% 80% Highest 3 of
final 5 

5% 2.5% 55 15 yrs.

Police Officers 2.80%/1% at
25 years

80% 5 highest
consecutive

6% 2.5% 50 (a) 15 yrs.

Police
Command

2.80% 80% 5 highest
consecutive

5% 2.5% 50 15 yrs.

Detectives 2.80% 80% 5 highest
consecutive

5% 2.5% 50 15 yrs.

Dispatch 2.65% 90.1% 5 highest
consecutive

5% 2.5% 55 15 yrs.

IA Fire 2.65% 80% Highest 3 of
final 5

6% 2.5% 55 15 yrs.

PT Fire (b) n/a 0% n/a

(a) Normal retirement is either 25 years of service or age 50 with 15 years of service;
an officer with 25 years of service could have normal retirement prior to age 50 and
would begin receiving benefit increases each January 1 following one year of
retirement.

(b) $5 per month for each year of service prior to January 1, 1988; $10 per month for
each year of service after January 1, 1988.

Deferred Retirement - Annual Amount: Computed as service retirement but based
upon service, AFC, and benefit multiplier in effect at termination. Benefits begin at the
date retirement would have occurred had the member remained in employment.

Death after Retirement - Annual Amount: Surviving spouse receives the excess of
member contributions with interest over the total of benefits paid.

Death in Service - Annual Amount: Surviving beneficiary receives 100 times the
projected monthly benefit.

Disability - Annual Amount: With long-term disability - the greater of a member's
accrued benefit or 60 percent of the projected benefit, based on AFC at the date of
disability and years of service until earliest retirement (payable at age 65). Without long-
term disability - the accrued benefit payable immediately with 10 years of service if
age 40.
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Contributions - Article 9, Section 24 of the State of Michigan constitution requires that
financial benefits arising on account of employee service rendered in each year be
funded during that year. Accordingly, the Pension Board retains an independent actuary
to determine the annual contribution. The actuarially determined rate is the estimated
amount necessary to finance the costs of benefits earned by plan members during the
year, with an additional amount to finance any unfunded accrued liability. Contribution
requirements of plan members are established and may be amended by the Pension
Board in accordance with the City's collective bargaining units. The system contribution
from employees is detailed in the table above. For the year ended December 31, 2016,
the average active member contribution rate was 51.80 percent of annual pay.

Pension Plan Investments - Policy and Rate of Return

Investment Policy - The pension plan’s policy in regard to the allocation of invested
assets is established and may be amended by the Pension Board by a majority vote of its
members. It is the policy of the Pension Board to pursue an investment strategy with an
overall objective of maximizing long-range returns while maintaining a high standard of
portfolio quality and consistency of return; it is necessary that proper diversification of
assets be maintained both among and within the classes of securities held. The following
was the Pension Board’s adopted asset allocation policy as of December 31, 2016:

Asset Class
Target

Allocation

Domestic large cap equities %25
Domestic small-/mid-cap equity 10
International equities 15
Domestic bonds 30
Real estate 10
Alternative investments 10

Rate of Return - For the year ended December 31, 2016, the annual money-weighted
rate of return on pension plan investments, net of pension plan investment expense, was
6.25 percent. The money-weighted rate of return expresses investment performance,
net of investment expense, adjusted for the changing amounts actually invested.
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Net Pension Liability

The components of the net pension liability of the City at December 31, 2016 were as
follows: 

Total pension liability $ 64,434,558
Plan fiduciary net position 48,806,421

City's net pension liability $ 15,628,137

Plan fiduciary net position as a percentage of the total pension liability %75.8

The City has chosen to use December 31, 2016 as its measurement date for the net
pension liability. The December 31, 2016 reported net pension liability was determined
using a measure of the total pension liability and the pension net position as of
December 31, 2016. The December 31, 2016 total pension liability was determined by
an actuarial valuation performed as of that date. 

Changes in the net pension liability during the measurement year were as follows:

Increase (Decrease)

Changes in Net Pension Liability
Total Pension

Liability
Plan Net
Position

Net Pension
Liability

Balance at December 31, 2015 $ 74,157,592 $ 47,942,709 $ 26,214,883
Service cost 842,510 - 842,510
Interest 3,459,438 - 3,459,438
Differences between expected and

actual experience (1,807,601) - (1,807,601)
Changes in assumptions (9,027,540) - (9,027,540)
Contributions - Employer - 1,093,400 (1,093,400)
Contributions - Employee - 108,915 (108,915)
Net investment income - 2,851,238 (2,851,238)
Benefit payments, including refunds (3,189,841) (3,189,841) -

Net changes (9,723,034) 863,712 (10,586,746)

Balance at December 31, 2016 $ 64,434,558 $ 48,806,421 $ 15,628,137

Assumption Changes - The single discount rate increased from 4.74 percent to 5.83
percent for the December 31, 2016 valuation. 
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Pension Expense and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

For the year ended December 31, 2016, the City recognized pension expense of
($6,179,469). At December 31, 2016, the City reported deferred outflows of resources
and deferred inflows of resources related to pensions from the following sources:

Deferred
Outflows of
Resources

Deferred
Inflows of
Resources

Difference between expected and actual experience $ - $ 516,457
Changes in assumptions - 2,579,295
Net difference between projected and actual earnings

on pension plan investments 738,490 -

Total $ 738,490 $ 3,095,752

Amounts reported as deferred outflows of resources and deferred inflows of resources
related to pensions will be recognized in pension expense as follows:

Years Ending
December 31 Amount

2017 $ (2,848,869)
2018 246,885
2019 246,885
2020 (2,163)

Actuarial Assumptions - The total pension liability in the December 31, 2016 actuarial
valuation was determined using the following actuarial assumptions, applied to all
periods included in the measurement:

Inflation 4.50 %
Salary increases 4.50 % Average, including inflation
Investment rate of return 6.66 % Net of pension plan investment

expense, including inflation

Mortality rates were based on the RP 2014 Healthy Annuitant Mortality Table.
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Discount Rate - The discount rate used to measure the total pension liability was 5.83
percent in the December 31, 2016 valuation. The projection of cash flows used to
determine the discount rate assumed that employee contributions will be made at the
current contribution rate and that city contributions will be made at rates equal to the
difference between actuarially determined contribution rates and the employee rate.
Based on those assumptions, the pension plan's fiduciary net position was not projected
to be available to make all projected future benefit payments of current active and
inactive employees. Therefore, the long-term expected rate of return on pension plan
investments was applied only to periods before the crossover, which was projected by
the actuary to occur in 2046, after which time the municipal bond rate of 3.71 percent
was applied to remaining projected benefits.

Projected Cash Flows

Based on those assumptions, the 5.83 percent discount rate is the single rate of return
that, when applied to all future benefit payments, results in an actuarial present value of
projected benefit payments equal to the total of the pension liability.

The long-term expected rate of return on pension plan investments was determined
using a building-block method in which best-estimate ranges of expected future real
rates of return (expected returns, net of pension plan investment expense, and inflation)
are developed for each major asset class. These ranges are combined to produce the
long-term expected rate of return by weighting the expected future real rates of return
by the target asset allocation percentage and by adding expected inflation. Best
estimates of geometric real rates of return as of December 31, 2016 for each major
asset class included in the pension plan's target asset allocation, as disclosed in the
investment footnote, are summarized in the following table.

Asset Class

Long-term

Expected Real

Rate of Return

Domestic large cap equity %5.58
Domestic small-/mid-cap equity 5.92
International equity 5.71
Domestic bonds 2.27
Real estate 4.44
Alternative assets 3.85
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Sensitivity of the Net Pension Liability to Changes in the Discount Rate - The
following presents the net pension liability of the City, calculated using the discount rate
of 5.83 percent, as well as what the City's net pension liability would be if it were
calculated using a discount rate that is 1 percentage point lower (4.83 percent) or 1
percentage point higher (6.83 percent) than the current rate:

1 Percent
Decrease
(4.83%)

Current
Discount Rate

(5.83%)

1 Percent
Increase
(6.83%)

Net pension liability of the City $ 23,836,942 $ 15,628,137 $ 8,804,792

Pension Plan Fiduciary Net Position - Detailed information about the plan’s fiduciary
net position is not available in the separately issued financial report. For the purpose of
measuring the net pension liability, deferred outflows of resources, and deferred inflows
of resources related to pension and pension expense, information about the plan’s
fiduciary net position and addition to/deduction from fiduciary net position have been
determined on the same basis as they are reported by the plan. The plan uses the
economic resources measurement focus and the full accrual basis of accounting.
Investments are stated at fair value. Contribution revenue is recorded as contributions
are due, pursuant to legal requirements. Benefit payments and refunds of employee
contributions are recognized as expense when due and payable in accordance with the
benefit terms. 

Note 13 - Defined Contribution Pension Plan  

The City's first defined contribution plan was established in 1985 as a complementary
plan to the defined benefit pension plan. The International City Managers Association
(ICMA) administers the plan, and the City Council has authority over plan provisions and
contribution requirements. The defined contribution pension plan is limited to
employees who are active, retired, or deferred participants in the defined benefit
pension plan.  The plan is closed to employees hired after January 1, 2000.  In a defined
contribution plan, benefits depend solely on amounts contributed to the plan plus
investment earnings. As established by the City Council, the City is required to
contribute 4 percent of total salaries for employees who contribute 3 percent.
Employees may contribute up to 100 percent of their salaries not to exceed amounts
limited by statute.  At December 31, 2016, there were 29 active employee participants.
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The City established another defined contribution plan in 1998 to provide an alternative
to the defined benefit plan. ICMA administers the plan, and the City Council has
authority over plan provisions and contribution requirements. The defined contribution
pension plan is the only plan available to employees hired after January 1, 2000. The City
is required to contribute between 9 percent and 12 percent of total salaries.  Employees
may contribute up to 100 percent of their salaries not to exceed amounts limited by
statute. At December 31, 2016, there were 204 active employee participants.  

In accordance with these requirements, for both plans, the City contributed $983,898
during the current year and employees contributed $604,013. Employees are fully
vested after five years of service in each plan.  

Note 14 - Other Postemployment Benefits  

Plan Description - The City provides retiree healthcare benefits to eligible former City
Council members and retired employees and eligible dependents through the Auburn
Hills Retiree Health Care Plan. Benefits are provided in accordance with labor contracts
and personnel policies. The City purchases Medicare supplemental insurance for
retirees eligible for Medicare. At December 31, 2016, the plan has 90 retired members
(179 participants with spouses and dependents) and 95 active members. As of January 1,
2012, the plan has been closed to new full-time employees.

This is a single employer defined benefit plan administered by the City of Auburn Hills
Retiree Health Care Board. The benefits are provided under collective bargaining
agreements (or other legal authority for providing benefits). The plan does not issue a
separate stand-alone financial statement. Administrative costs are paid by the plan
through employer contributions (or by the employer if not funded through the plan).

Funding Policy - With only a few exceptions, retirees receiving retiree health care are
currently not required to make contributions toward healthcare premiums. Retiree
healthcare costs are recognized when paid by the City on a "pay-as-you-go" basis. The
City has no obligation to make contributions in advance of when the insurance
premiums are due for payment. In the current year, the City paid postemployment
healthcare premiums of $1,287,504.
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Funding Progress - For the year ended December 31, 2016, the City has estimated
the cost of providing retiree healthcare benefits through an actuarial valuation as of
December 31, 2015. The valuation computes an annual required contribution, which
represents a level of funding that, if paid on an ongoing basis, is projected to cover
normal costs each year and amortize any unfunded actuarial liabilities over a period not
to exceed 30 years. This valuation's computed contribution and actual funding are
summarized as follows:

Annual required contribution (recommended) $ 1,526,848
Interest on the prior year's net OPEB obligation (117,545)

Less adjustment to the annual required contribution 73,697

Annual OPEB cost 1,483,000

Amounts contributed - Payments of current premiums (1,287,504)

Increase in net OPEB asset 195,496

OPEB asset - Beginning of year (1,567,270)

OPEB asset - End of year $ (1,371,774)

Employer contributions and annual OPEB cost data for the current and two preceding
years were as follows:

Employer
Contributions

Fiscal Year

Ended

Actuarial

Valuation Date

Annual

Required

Contribution *

Annual OPEB

Costs

Percentage

OPEB Costs

Contributed Net OPEB Asset

12/31/16 12/31/15 $ 1,287,504 $ 1,483,000 %115.2 $ (1,371,774)
12/31/15 12/31/14 1,396,382 1,378,196 101.3 (1,567,270)
12/31/14 12/31/13 1,195,268 1,148,321 104.1 (1,549,084)

* The required contribution is expressed to the City as a percentage of payroll.
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The funding progress of the plan is as follows:

Actuarial

Valuation Date

Actuarial

Value of

Assets

(a)

Actuarial

Accrued

Liability (AAL)

(b)

Unfunded

AAL (UAAL)

(b-a)

Funded

Ratio

(Percent)

(a/b)

Covered

Payroll

(c)

UAAL as a

Percentage

of Covered

Payroll

12/31/16 $ 15,893,109 $ 30,732,164 $14,839,055 %51.7 $ 7,422,868 %199.9
12/31/15 14,974,488 30,423,568 15,449,080 49.2 7,842,053 197.0
12/31/14 14,492,743 28,007,280 13,514,537 51.7 8,022,211 168.5

Actuarial Methods and Assumptions - Actuarial valuations of an ongoing plan involve
estimates of the value of reported amounts and assumptions about the probability of
occurrence of events far into the future. Examples include assumptions about future
employment, mortality, and the healthcare cost trend. Amounts determined regarding
the funded status of the plan and the annual required contributions of the employer are
subject to continual revision as actual results are compared with past expectations and
new estimates are made about the future. The schedule of funding progress, presented
above, presents multi-year trend information about whether the actuarial value of plan
assets is increasing or decreasing over time relative to the actuarial accrued liabilities for
benefits.

Projections of benefits for financial reporting purposes are based on the substantive plan
(the plan as understood by the employer and the plan members) and include the types
of benefits provided at the time of each valuation and the historical pattern of sharing of
benefit costs between the employer and plan members to that point. The actuarial
methods and assumptions used include techniques that are designed to reduce the
effects of short-term volatility in actuarial accrued liabilities and the actuarial value of
assets, consistent with the long-term perspective of the calculations. 

In the December 31, 2016 and 2015 actuarial valuations, the entry age actuarial cost
method was used. The actuarial assumptions included a 7.25 and 7.5 percent investment
rate of return (net of administrative expenses) for December 2016 and 2015,
respectively, which is a blended rate of the expected long-term investment returns on
plan assets and on the employer's own investments calculated based on the funded level
of the plan at the valuation date, and an annual healthcare cost trend rate of 5.0 percent
annually. Both rates included a 5.0 percent inflation assumption. The actuarial value of
assets was based on the market value as of December 31, 2015. The UAAL is being
amortized as a level percentage of projected payroll on an open basis. The remaining
amortization period at December 31, 2015 was 30 years.
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The City provides retiree healthcare benefits to employees ineligible for the defined
benefit retiree healthcare plan through the Retiree Health Savings (RHS) Plan. ICMA
Retirement Corporation administers the plan and the City Council has authority over
plan provisions and contribution requirements. The benefits are provided under
collective bargaining agreements. The City is required to contribute 3 percent of total
salaries while employees must contribute either 3 percent of their salaries for the
administrative group or 5 percent for the participants in the fire, ASFCME, and the
police command, detective, and patrol units not to exceed amounts limited by statute.
All employee units are vested after 10 years with the exception of the fire unit, which is
vested after five years with the City.

During the year ended December 31, 2016, the City made contributions of $72,495 and
the plan members contributed $112,169 to the plan. 

Note 16 - Tax Abatements  

The City offers property tax incentives to promote economic activity, increase and
retain employment, and provide incentives for investment in property that increase the
tax base of the City. The more significant property tax abatements, as defined by GASB
77, Tax Abatement Disclosures, that occurred during fiscal year 2016 are as follows:

The City uses the New Facility Industrial Facilities Exemption Certificate (IFEC) to enter
into agreements with local businesses for industrial real property and land
improvements, other than a replacement facility to be built or installed in a plant
rehabilitation district or industrial development district by an existing business or new
business, as provided in PA 198 of 1974. The minimum investment in a facility shall have
an estimated construction value of $2,000,000. Under the program, the City grants
reductions of 50 percent of the property tax bill for real property for up to 12 years. As
a condition of receiving the IFEC pursuant to city policy, the business agrees to operate
the facility for which the certificate is granted for the term of the certificate plus an
additional term after the date of expiration of the certificate equal to one year of
business residency per abated year. If a business vacates or fails to operate the facility
for which the certificate is granted, then it shall be liable for repayment of any property
tax savings benefiting the business due to the existence of the certificate, beginning with
the initial effective year of the certificate. For the fiscal year ended December 31, 2016,
the City abated approximately $289,000 of taxes under this program.
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The City uses the Replacement or Rehabilitation of Obsolete Industrial Property IFEC to
enter into agreements with a new or existing business for real property which meets the
definition of obsolete property as contained in the Plant Rehabilitation and Industrial
Development Districts PA 198 or 1974 and is included within a plant rehabilitation
district and will require restoration or replacement. The planned investment must
correct functional obsolescence and the minimum investment in a facility shall have an
estimated construction value of $2,000,000. Under this program, property tax values
may be frozen for up to 12 years. As a condition of receiving the IFEC pursuant to city
policy, the business agrees to operate the facility for which the certificate is granted for
the term of the certificate plus an additional term after the date of expiration of the
certificate equal to one year of business residency per abated year.  If a business vacates
or fails to operate the facility for which the certificate is granted, then it shall be liable for
repayment of any property tax savings benefiting the business due to the existence of
the certificate, beginning with the initial effective year of the certificate.  For the fiscal
year ended December 31, 2016, the City abated approximately $162,000 of taxes under
this program.

The City uses the New Personal Property Exemption to enter into agreements with
businesses located within a specific district in the City, as provided in PA 328 of 1998.
Under the program, the City grants reductions of 100 percent of property tax bill for
real property for up to 10 years. As a condition of receiving the New Personal Property
Exemption, the business agrees to operate the facility for which the certificate is granted
for the term of the certificate plus an additional term after the date of expiration of the
certificate equal to one year of business residency per abated year. If a business vacates
or fails to operate the facility for which the certificate is granted, then it shall be liable for
repayment of any property tax savings benefiting the business due to the existence of
the certificate, beginning with the initial effective year of the certificate. For the fiscal
year ended December 31, 2016, the City abated approximately $257,000 of taxes under
this program.

The City has a payment in lieu of taxes agreement with a business that provides housing
for elderly citizens of low and moderate income, which is federally aided or statute
authority aided in accordance with the State Housing Development Act of 1966, as
provided in PA 346 of 1966. Under this program, the property pays 6 percent of rental
income to the City in lieu of taxes. The tax-exempt status of the property shall be
rescinded when the Authority no longer has an interest in the property. For the fiscal
year ended December 31, 2016, the City abated approximately $38,000 of taxes under
this program.
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Finally, the Brownfield Redevelopment Authority, a discretely presented component
unit, uses Brownfield Redevelopment Agreements under PA 381 of 1996 to capture
property taxes within the Brownfield area and then uses those captures to reimburse
taxpayers that remediate environmental contamination on their properties. As a result
of these agreements, the City’s tax revenue is reduced as this revenue is captured by
the Brownfield. For the fiscal year ended December 31, 2016, the Brownfield captured
approximately $458,000 of city taxes, in addition to captures from other taxing
jurisdictions. Additionally, this captured Brownfield revenue must, by agreement, be
used in part to reimburse developers. Due to the restricted nature of these agreements,
the Brownfield essentially must pass on related tax dollars to the developers and, for the
purpose of this pronouncement, reimbursed approximately $363,000 to developers
during the year.   

Note 17 - Upcoming Accounting Pronouncements  

In June 2015, the GASB issued two new standards addressing accounting and financial
reporting by state and local governments for postemployment benefits other than
pensions (OPEB). GASB Statement No. 74, Financial Reporting for Postemployment
Benefit Plans Other Than Pension Plans, addresses reporting by OPEB plans whereas
GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits
Other Than Pensions, addresses accounting and reporting by employer governments that
provide OPEB benefits to their employees. Along with the currently required statement
of fiduciary net position and statement of changes in fiduciary net position, OPEB plans
will now be required to include in the financial statements more extensive footnote
disclosures and required supplemental information related to the measurement of the
OPEB liabilities for which assets have been accumulated. In addition, the City will, after
adoption of GASB Statement No. 75, recognize on the face of the financial statements
its net OPEB liability. The City is currently evaluating the impact these standards will
have on the financial statements when adopted. GASB Statement No. 74 is effective for
fiscal years beginning after June 15, 2016 whereas GASB Statement No. 75 is effective
one year later.

In March 2016, the Governmental Accounting Standards Board issued GASB Statement
No. 81, Irrevocable Split-Interest Agreements, which addresses the recognition and
measurement of irrevocable split-interest agreements whereby the government is a
beneficiary of the agreement. This standard will require the City to recognize on the
face of the financial statements any assets, liabilities, and deferred inflows of resources at
the inception of the agreement.  The City is currently evaluating the impact this standard
will have on the financial statements when adopted. The provisions of this statement are
effective for the City’s financial statements for the year ending 2017.
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In November 2016, the Governmental Accounting Standards Board issued GASB
Statement No. 83, Certain Asset Retirement Obligations, which addresses accounting and
financial reporting for certain asset retirement obligations (ARO). The statement defines
an ARO as a legally enforceable liability associated with the retirement of a tangible
capital asset. The statement provides guidance for measuring and recording other
AROs. The City is currently evaluating the impact this standard will have on the financial
statements when adopted during the year ending 2019.  

In January 2017, the Governmental Accounting Standards Board issued GASB Statement
No. 84, Fiduciary Activities, which addresses the identification of fiduciary activities for
accounting and financial reporting purposes. This statement establishes specific criteria
for identifying activities that should be reported as fiduciary activities. The focus of the
criteria is generally on whether a government is controlling the assets of the fiduciary
activity and the beneficiaries with whom a fiduciary relationship exists. The City is
currently evaluating the impact this standard will have on the financial statements when
adopted during the year ending 2019.  

In March 2017, the Governmental Accounting Standards Board issued GASB Statement
No. 85, Omnibus 2017, which addresses practice issues that have been identified during
implementation and application of certain GASB statements. This statement addresses a
variety of topics including issues related to blending component units, goodwill, fair
value measurement, and postemployment benefits (pensions and other post-
employment benefits). The City is currently evaluating the impact this standard will have
on the financial statements when adopted during the year ending 2018.  
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Year Ended December 31, 2016

Original Budget Amended Budget Actual

Variance with

Amended Budget

Revenue
Property taxes $ 15,371,750 $ 15,525,035 $ 15,640,697 $ 115,662
Licenses and permits 787,775 1,312,299 1,443,847 131,548
Federal grants 161,875 412,025 86,068 (325,957)
State-shared revenue and grants 2,133,284 2,067,446 4,088,501 2,021,055
Charges for services:

Charges to other funds 2,768,176 2,559,819 2,559,818 (1)
Charges for services to external parties 2,228,800 2,834,785 3,007,096 172,311

Investment income 261,000 301,940 130,514 (171,426)

Other revenue 715,758 829,838 1,139,887 310,049

Total revenue 24,428,418 25,843,187 28,096,428 2,253,241

Expenditures
Current:

General government:
City Council 234,530 163,370 145,889 17,481
City manager 851,204 841,376 817,177 24,199
Finance 439,876 - - -
Information services 410,169 363,065 330,037 33,028
Treasurer/Finance 251,722 633,776 598,984 34,792
Assessing 661,015 586,350 560,438 25,912
Clerk 352,501 349,310 312,318 36,992
Facilities 1,428,586 1,611,949 1,536,555 75,394
Human resources 238,198 272,879 267,726 5,153
Pension board 67,500 108,883 102,413 6,470
General administration 568,684 820,049 773,885 46,164

Parks and grounds 1,491,473 1,541,690 1,497,443 44,247

Total general government 6,995,458 7,292,697 6,942,865 349,832

Public safety:
Police - Patrol 5,375,292 5,276,492 5,203,099 73,393
Police - Technical services 416,963 673,657 593,746 79,911
Police - Investigations 1,566,407 1,667,867 1,637,427 30,440
Police - Communications 1,199,535 791,343 765,376 25,967
Fire - Suppression 3,019,705 3,170,083 2,951,472 218,611
Fire - Prevention 289,830 294,388 296,915 (2,527)
Fire administration 416,091 434,652 433,781 871

Police administration 589,679 572,018 541,827 30,191

Total public safety 12,873,502 12,880,500 12,423,643 456,857

Public works:
Storm water management 618,759 391,191 327,296 63,895

Public works administration 583,631 626,357 592,961 33,396

Total public works 1,202,390 1,017,548 920,257 97,291
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Year Ended December 31, 2016

Original Budget Amended Budget Actual

Variance with

Amended Budget

Expenditures (Continued)
Community and economic development:

Building services $ 915,454 $ 1,119,056 $ 1,072,322 $ 46,734
Community development 265,059 246,146 240,120 6,026
Senior citizens 489,382 497,968 471,951 26,017

Grant expenditures - SMART 50,740 42,680 39,746 2,934

Total community and
economic development 1,720,635 1,905,850 1,824,139 81,711

Recreation and culture - Recreation 547,948 618,946 595,005 23,941

Debt service 142,879 142,879 142,879 -

Total expenditures 23,482,812 23,858,420 22,848,788 1,009,632

Excess of Revenue Over Expenditures 945,606 1,984,767 5,247,640 3,262,873

Other Financing Sources (Uses)
Proceeds from sale of capital assets - 266,529 220,061 (46,468)

Transfers out (3,550,000) (2,509,449) (1,925,000) 584,449

Total other financing uses (3,550,000) (2,242,920) (1,704,939) 537,981

Net Change in Fund Balance (2,604,394) (258,153) 3,542,701 3,800,854

Fund Balance - Beginning of year 21,659,188 21,659,188 21,659,188 -

Fund Balance - End of year $ 19,054,794 $ 21,401,035 $ 25,201,889 $ 3,800,854
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City of Auburn Hills, Michigan

Required Supplemental Information
Budgetary Comparison Schedule - Major Special Revenue Funds

Major and Local Streets
Year Ended December 31, 2016

Original

Budget

Amended

Budget Actual

Variance with

Amended

Budget

Revenue
State-shared revenue and grants $ 1,543,544 $ 1,630,514 $ 1,614,787 $ (15,727)
Investment income 900 3,339 3,508 169
Other revenue - Other

miscellaneous income 16,891 351,811 145,383 (206,428)

Total revenue 1,561,335 1,985,664 1,763,678 (221,986)

Expenditures - Current - Public
works 4,485,050 3,631,204 3,008,792 622,412

Excess of Expenditures Over
Revenue (2,923,715) (1,645,540) (1,245,114) 400,426

Other Financing Sources -

Transfers in 2,950,000 1,759,449 1,175,000 (584,449)

Net Change in Fund Balance 26,285 113,909 (70,114) (184,023)

Fund Balance - Beginning of year 478,242 478,242 478,242 -

Fund Balance - End of year $ 504,527 $ 592,151 $ 408,128 $ (184,023)
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City of Auburn Hills, Michigan

Note to Required Supplemental Information
Year Ended December 31, 2016

Budgetary Information - Annual budgets are adopted on a basis consistent with generally
accepted accounting principles, except bad debt expense which is budgeted as expense, for the
General Fund, special revenue funds, capital projects funds, internal service funds, and enterprise
funds. No budget is prepared in the agency fund. The City employs the following procedures in
establishing the budgetary data reflected in the financial statements:

1 Prior to the first Monday in August, city departments, in conjunction with the finance office,
prepare and submit their proposed operating budgets for the year beginning January 1 to the
city manager. 

2. The city manager compiles and reviews such budget requests and then prepares
recommendations and submits them to the City Council on or before September 1 of each
year.

3.  A public hearing is conducted to obtain taxpayers' comments.

4. Not later than the first Monday in November, the budget is legally enacted through council
passage for the budget resolutions.

5. After the budget is adopted, any revisions that alter the total expenditures of a department or
fund must be approved by the City Council.   

The budget is adopted by the City Council on an activity (individual department) basis for the
General Fund and at the fund total level for all other funds; expenditures at this level in excess of
amounts budgeted are a violation of Michigan law. Unexpended appropriations lapse at year
end; encumbrances are not included as expenditures or liabilities. The amount of encumbrances
outstanding at December 31, 2016 has not been calculated.

The following is a reconciliation of the General Fund from the governmental funds statement of
revenue, expenditures, and changes in fund balance to the required supplemental information
budgetary comparison schedule:

Total Revenue

Total

Expenditures

General Fund:
Amounts per operating statement $ 27,788,836 $ 22,541,196
Bad debt expense budgeted as expense rather than

reduction to revenue 307,592 307,592

Amounts per budget statement $ 28,096,428 $ 22,848,788

Excess of Expenditures Over Appropriations in Budgeted Funds - During the year, the
City incurred expenditures that were in excess of the amounts budgeted, as follows:

Budget Actual Variance

Public safety - Fire - Prevention $ 294,388 $ 296,915 $ (2,527)
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City of Auburn Hills, Michigan

Required Supplemental Information
OPEB System Schedule

Year Ended December 31, 2016

The schedule of funding progress is as follows:

Actuarial

Valuation Date

Actuarial

Value of

Assets

(a)

Actuarial

Accrued

Liability (AAL)

(b)

Unfunded

AAL (UAAL)

(b-a)

Funded Ratio

(Percent)

(a/b)

Covered

Payroll

(c)

UAAL as a

Percentage of

Covered

Payroll

12/31/16 $ 15,893,109 $ 30,732,164 $ 14,839,055 %51.7 $ 7,422,868 %199.9
12/31/15 14,974,488 30,423,568 15,449,080 49.2 7,842,053 197.0
12/31/14 14,492,743 28,007,280 13,514,537 51.7 8,022,211 168.5
12/31/13 12,978,827 22,995,542 10,016,715 56.4 8,918,032 112.3
12/31/12 11,684,316 21,217,458 9,533,142 55.1 9,351,137 101.9
12/31/11 10,357,652 19,804,312 9,446,660 52.3 8,663,837 109.0

The schedule of employer contributions is as follows:

Fiscal Year

Ended

Actuarial

Valuation Date

Annual

Required

Contribution

Percentage

Contributed

12/31/16 12/31/15 $ 1,287,504 %100.0
12/31/15 12/31/14 1,396,382 100.0
12/31/14 12/31/13 1,195,268 100.0
12/31/13 12/31/12 1,039,846 92.9
12/31/12 12/31/11 1,081,247 96.2
12/31/11 12/31/10 1,065,670 183.8

The information presented above was determined as part of the actuarial valuations at the dates
indicated. Additional information as of December 31, 2016, the latest actuarial valuation, is as
follows:

Amortization method Level percent
Amortization period (perpetual) 30 years
Asset valuation method Market
Actuarial assumptions:

Investment rate of return 7.25%
Projected salary increases 4.5%
*Includes inflation at 5.0%
Cost of living adjustments None
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City of Auburn Hills, Michigan

Required Supplemental Information
Schedule of Changes in the City Net Pension Liability and Related

Ratios - Employee Pension Plan
Last Three Fiscal Years

2016 2015 2014

Total Pension Liability
Service cost $ 842,510 $ 809,483 $ 381,691
Interest 3,459,438 3,369,628 3,509,763
Changes in benefit terms - - -
Differences between expected and actual

experience (1,807,601) 489,295 72,377
Changes in assumptions (9,027,540) (578,372) 1,533,771

Benefit payments, including refunds (3,189,841) (3,056,599) (2,661,802)

Net Change in Total Pension Liability (9,723,034) 1,033,435 2,835,800

Total Pension Liability - Beginning of year 74,157,592 73,124,157 70,288,357

Total Pension Liability - End of year $ 64,434,558 $ 74,157,592 $ 73,124,157

Plan Fiduciary Net Position
Contributions - Employer $ 1,093,400 $ 476,733 $ 472,439
Contributions - Member 108,915 126,708 148,282
Net investment income 2,851,238 1,630,824 3,514,376
Administrative expenses - - -
Benefit payments, including refunds (3,189,841) (3,056,599) (2,661,802)

Other - - -

Net Change in Plan Fiduciary Net Position 863,712 (822,334) 1,473,295

Plan Fiduciary Net Position - Beginning of year 47,942,709 48,765,043 47,291,748

Plan Fiduciary Net Position - End of year $ 48,806,421 $ 47,942,709 $ 48,765,043

City's Net Pension Liability - Ending $ 15,628,137 $ 26,214,883 $ 24,359,114

Plan Fiduciary Net Position as a Percentage
of Total Pension Liability %75.75 %64.65 %66.69

Covered Employee Payroll $ 2,039,201 $ 2,250,657 $ 2,124,477

City's Net Pension Liability as a Percentage
of Covered Employee Payroll %766.4 %1,164.8 %1,146.6
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City of Auburn Hills, Michigan

Required Supplemental Information
Schedule of City Contributions - Employee Pension Plan

Last Ten Fiscal Years

2016 2015 2014 2013 2012 2011 2010 2009 2008 2007

Actuarially determined contribution $ 1,093,400 $ 474,821 $ 422,149 $ 675,872 $ 752,445 $ 795,296 $ 1,123,301 $ 1,699,843 $ 1,601,259 $ 1,502,180
Contributions in relation to the actuarially

determined contribution 1,093,400 476,733 472,439 677,224 821,670 1,095,918 1,541,169 1,625,050 7,963,061 1,563,587

Contribution (excess) deficiency $ - $ (1,912) $ (50,290) $ (1,352) $ (69,225) $ (300,622) $ (417,868) $ 74,793 $(6,361,802) $ (61,407)

Covered employee payroll $ 2,039,201 $ 2,250,657 $ 2,124,477 $ 2,823,161 $ 3,213,855 $ 3,306,696 $ 3,747,622 $ 4,044,637 $ 4,441,536 $ 4,440,540

Contributions as a percentage of covered
employee payroll %53.6 %21.2 %22.2 %24.0 %25.6 %33.1 %41.1 %40.2 %179.3 %35.2

Notes to Schedule of City Contributions

Actuarial valuation information relative to the determination of contributions:

Valuation date Actuarially determined contribution rates are calculated as of December 31, the year prior to the end of the fiscal
year in which contributions are reported.

Methods and assumptions used to determine contribution rates:

Actuarial cost method Aggregate as of December 31, 2007, entry age prior to December 31, 2007

Amortization method N/A

Remaining amortization period Remaining working lifetime

Asset valuation method Market 

Inflation 4.50 percent

Salary increases 4.50 percent including inflation

Investment rate of return 7.25 percent, net of pension plan investment expense, 7.5 percent prior to 2015

Mortality RP 2014 Healthy Annuity Mortality Table starting in 2014, 1983 Group Annuity Mortality Table prior to that 

Other information The investment rate of return was reduced from 7.5 percent to 7.25 percent during 2015.
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City of Auburn Hills, Michigan

Required Supplemental Information
Schedule of Investment Returns - Employee Pension Plan

Last Ten Fiscal Years

2016 2015 2014

Annual money-weighted rate of return, net of
investment expense %6.3 %3.9 %7.6
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Other Supplemental Information
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City of Auburn Hills, Michigan

Other Supplemental Information
Combining Balance Sheet

Nonmajor Governmental Funds
December 31, 2016

Special Revenue Funds

Metro Act

Wayne-

Oakland

Disposal

Tree

Ordinance

Police Grants

and

Donations

State and

Federal Drug

Forfeiture

CDBG

Fund

Total

Nonmajor

Governmental

Funds

Assets

Cash and investments $ 570,305 $ 278,759 $ 575,202 $ - $ 75,161 $ 18,808 $ 1,518,235

Liabilities and Fund Balances

Liabilities
Accounts payable $ 4,551 $ 39 $ 6,849 $ - $ - $ 2,272 $ 13,711

Refundable deposits and bonds - - 21,830 - - - 21,830

Total liabilities 4,551 39 28,679 - - 2,272 35,541

Fund Balances
Restricted:

Police grants and forfeitures - - - - 75,161 - 75,161
Metro act 565,754 - - - - - 565,754
Tree ordinance - - 546,523 - - - 546,523
Community development

block grant - - - - - 16,536 16,536

Committed - 278,720 - - - - 278,720

Total fund
balances 565,754 278,720 546,523 - 75,161 16,536 1,482,694

Total liabilities and
fund balances $ 570,305 $ 278,759 $ 575,202 $ - $ 75,161 $ 18,808 $ 1,518,235
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City of Auburn Hills, Michigan

Other Supplemental Information
Combining Statement of Revenue, Expenditures, and Changes in

Fund Balances
Nonmajor Governmental Funds
Year Ended December 31, 2016

Special Revenue Funds

Metro Act

Wayne-

Oakland

Disposal

Tree

Ordinance

Police Grants

and

Donations

State and

Federal Drug

Forfeiture

CDBG

Fund Total 

Revenue
Federal grants $ - $ - $ - $ - $ - $ 58,585 $ 58,585
State-shared revenue and grants 72,780 - - - - - 72,780
Charges for services - 257,875 499 - - - 258,374
Fines and forfeitures - - - - 67,187 - 67,187

Investment income 3,291 1,537 4,659 - - - 9,487

Total revenue 76,071 259,412 5,158 - 67,187 58,585 466,413

Expenditures - Current
Public safety - - - 21,882 28,481 - 50,363
Public improvements 24,161 24,962 68,370 - - - 117,493
Community and economic

development - - - - - 46,195 46,195

Total
expenditures 24,161 24,962 68,370 21,882 28,481 46,195 214,051

Excess of Revenue Over (Under)
Expenditures 51,910 234,450 (63,212) (21,882) 38,706 12,390 252,362

Other Financing Sources (Uses)
Proceeds from sale of capital

assets - - - - 3,250 - 3,250

Transfers out - (250,000) - - - - (250,000)

Total other
financing (uses)
sources - (250,000) - - 3,250 - (246,750)

Net Change in Fund Balances 51,910 (15,550) (63,212) (21,882) 41,956 12,390 5,612

Fund Balances - Beginning of year 513,844 294,270 609,735 21,882 33,205 4,146 1,477,082

Fund Balances - End of year $ 565,754 $ 278,720 $ 546,523 $ - $ 75,161 $ 16,536 $1,482,694
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City of Auburn Hills, Michigan

Other Supplemental Information
Combining Statement of Net Position

Internal Service Funds
December 31, 2016

Fleet

Management

Retiree

Health Care Total

Assets
Current assets:

Cash and investments $ 3,810,938 $ 531,016 $ 4,341,954
Due from other funds - 41,734 41,734

Prepaid expenses and other assets 921 1,163 2,084

Total current assets 3,811,859 573,913 4,385,772

Noncurrent assets - Capital assets - Assets subject
to depreciation 2,000,545 - 2,000,545

Total assets 5,812,404 573,913 6,386,317

Liabilities
Current liabilities:

Accounts payable 32,633 - 32,633
Due to other funds 444 - 444
Accrued liabilities and other 3,075 1,051 4,126

Compensated absences 6,725 - 6,725

Total current liabilities 42,877 1,051 43,928

Noncurrent liabilities - Compensated absences 18,449 - 18,449

Total liabilities 61,326 1,051 62,377

Net Position
Net investment in capital assets 2,000,545 - 2,000,545

Unrestricted 3,750,533 572,862 4,323,395

Total net position $ 5,751,078 $ 572,862 $ 6,323,940
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City of Auburn Hills, Michigan

Other Supplemental Information
Combining Statement of Revenue, Expenses, and Changes in

Net Position
Internal Service Funds

Year Ended December 31, 2016

Fleet

Management

Retiree

Health Care Total

Operating Revenue
Equipment rental charges $ 1,294,893 $ - $ 1,294,893
Vehicle rental charges 725,553 - 725,553
Other operating income 837 - 837

Charges to other funds - 1,449,420 1,449,420

Total operating revenue 2,021,283 1,449,420 3,470,703

Operating Expenses
Supplies 422,002 - 422,002
Contracted services 118,139 32,100 150,239
Salaries and wages 137,667 - 137,667
Fringe benefits 61,093 1,247,159 1,308,252
Other operating expenses 374,635 2,949 377,584

Depreciation 1,225,391 - 1,225,391

Total operating expenses 2,338,927 1,282,208 3,621,135

Operating (Loss) Income (317,644) 167,212 (150,432)

Nonoperating Revenue
Investment income 18,700 - 18,700

Gain on sale of assets 291,969 - 291,969

Total nonoperating revenue 310,669 - 310,669

Change in Net Position (6,975) 167,212 160,237

Net Position - Beginning of year 5,758,053 405,650 6,163,703

Net Position - End of year $ 5,751,078 $ 572,862 $ 6,323,940
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City of Auburn Hills, Michigan

Other Supplemental Information
Combining Statement of Cash Flows

Internal Service Funds
Year Ended December 31, 2016

Fleet

Management

Retiree Health

Care Total

Cash Flows from Operating Activities
Receipts from customers $ 2,021,283 $ - $ 2,021,283
Payments to suppliers (896,641) - (896,641)
Payments to employees (191,834) - (191,834)
Internal activity - Payments from other funds 268 - 268
Other receipts - 1,432,322 1,432,322

Other operating expenses - (1,285,115) (1,285,115)

Net cash provided by operating activities 933,076 147,207 1,080,283

Cash Flows from Capital and Related Financing
Activities

Proceeds from sales of capital assets 291,969 - 291,969

Purchase of capital assets (786,391) - (786,391)

Net cash used in capital and related
financing activities (494,422) - (494,422)

Cash Flows from Investing Activities - Interest received
on investments 18,700 - 18,700

Net Increase in Cash and Cash Equivalents 457,354 147,207 604,561

Cash and Cash Equivalents - Beginning of year 3,353,584 383,809 3,737,393

Cash and Cash Equivalents - End of year $ 3,810,938 $ 531,016 $ 4,341,954

Balance Sheet Classification of Cash and Cash
Equivalents - Cash and investments $ 3,810,938 $ 531,016 $ 4,341,954

Reconciliation of Operating (Loss) Income to Net
Cash from Operating Activities

Operating (loss) income $ (317,644) $ 167,212 $ (150,432)
Adjustments to reconcile operating (loss) income to net

cash from operating activities:
Depreciation and amortization 1,225,391 - 1,225,391
Changes in assets and liabilities:

Receivables - (17,101) (17,101)
Accounts payable 19,056 (1,741) 17,315
Due to others 268 - 268
Accrued and other liabilities 6,926 - 6,926

Other (921) (1,163) (2,084)

Net cash provided by operating activities $ 933,076 $ 147,207 $ 1,080,283
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City of Auburn Hills, Michigan

Other Supplemental Information
Statement of Assets and Liabilities

Fiduciary Funds
December 31, 2016

Pension Trust

Fund

Retiree Health

Care Trust Fund

Total Pension and

Other

Postemployment

Benefits Funds

Assets
Cash and cash equivalents $ 428,920 $ 224,441 $ 653,361
Investments:

Mutual funds - Fixed income - 3,724,093 3,724,093
Limited partnerships 9,462,803 3,829,510 13,292,313
Commingled funds - Equity 14,870,390 3,747,335 18,617,725
Commingled funds - Fixed income 11,832,037 - 11,832,037
Common stock 10,122,322 3,997,858 14,120,180
Foreign stock 309,197 122,066 431,263
Real estate 1,753,728 237,211 1,990,939

Accrued interest receivable 27,022 10,596 37,618

Net Position Held in Trust for Pension and
Other Employee Benefits $ 48,806,419 $ 15,893,110 $ 64,699,529
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City of Auburn Hills, Michigan

Other Supplemental Information
Combining Statement of Changes in Fiduciary Net Position

Fiduciary Funds
Year Ended December 31, 2016

Pension Trust

Fund

Retiree Health

Care Trust Fund

Total Pension and

Other

Postemployment

Benefits Funds

Additions
Investment income:

Interest and dividends $ 1,103,007 $ 329,131 $ 1,432,138
Net increase in fair value of investments 1,964,276 648,555 2,612,831

Investment-related expenses (216,046) (59,065) (275,111)

Net investment income 2,851,237 918,621 3,769,858

Contributions:
Employer 1,093,400 1,287,504 2,380,904

Employee 108,915 - 108,915

Total contributions 1,202,315 1,287,504 2,489,819

Total additions 4,053,552 2,206,125 6,259,677
Deductions

Benefit payments 3,189,841 - 3,189,841

Medical premiums/expenses - 1,287,504 1,287,504

Total deductions 3,189,841 1,287,504 4,477,345

Net Increase in Net Position Held in Trust 863,711 918,621 1,782,332

Net Position Held in Trust for Pension and
Other Employee Benefits - Beginning of year 47,942,708 14,974,489 62,917,197

Net Position Held in Trust for Pension and
Other Employee Benefits - End of year $ 48,806,419 $ 15,893,110 $ 64,699,529
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City of Auburn Hills, Michigan

Other Supplemental Information
Street Fund Detail - Balance Sheet

December 31, 2016

Major Streets Local Streets Total

Assets

Cash and investments $ 272,323 $ 404,239 $ 676,562
Receivables:

Other - 6,720 6,720

Due from other governmental units 191,743 57,763 249,506

Total assets $ 464,066 $ 468,722 $ 932,788

Liabilities and Fund Balances

Liabilities
Accounts payable $ 74,844 $ 56,827 $ 131,671
Due to other funds 1,110 1,110 2,220
Refundable deposits and bonds 256,910 123,113 380,023

Accrued liabilities and other 6,183 4,563 10,746

Total liabilities 339,047 185,613 524,660

Fund Balances - Restricted - Roads 125,019 283,109 408,128

Total liabilities and fund balances $ 464,066 $ 468,722 $ 932,788
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City of Auburn Hills, Michigan

Other Supplemental Information
Street Fund Detail - Statement of Revenue, Expenditures, and

Changes in Fund Balances
Year Ended December 31, 2016

Major Streets Local Streets Total

Revenue
State-shared revenue and grants $ 1,274,410 $ 340,377 $ 1,614,787
Investment income 1,317 2,191 3,508

Other miscellaneous income 143,174 2,209 145,383

Total revenue 1,418,901 344,777 1,763,678

Expenditures - Streets and public improvements 1,949,402 1,059,390 3,008,792

Excess of Expenditures Over Revenue (530,501) (714,613) (1,245,114)

Other Financing Sources -

Transfers in 600,000 575,000 1,175,000

Net Change in Fund Balance 69,499 (139,613) (70,114)

Fund Balance - Beginning of year 55,520 422,722 478,242

Fund Balance - End of year $ 125,019 $ 283,109 $ 408,128
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       June 5, 2017  

To the Honorable Mayor and Members  
of the City Council 

City of Auburn Hills, Michigan 

We have audited the financial statements of the City of Auburn Hills, Michigan (the “City”) as of 
and for the year ended December 31, 2016, and have issued our report thereon dated June 5, 
2017. Professional standards require that we provide you with the following information related to 
our audit, which is divided into the following sections: 

Section I - Internal Control Related Matters Identified in an Audit 

Section II - Required Communications with Those Charged with Governance 

Section III - Legislative and Informational Items 

Section I includes any deficiencies we observed in the City’s accounting principles or internal 
control that we believe are significant. Current auditing standards require us to formally 
communicate annually matters we note about the City’s accounting policies and internal control.  

Section II includes information that current auditing standards require independent auditors to 
communicate to those individuals charged with governance. We will report this information 
annually to those charged with governance. 

Section III includes updated legislative and informational items that we believe will be of interest 
to you. 

We would like to take this opportunity to thank the City’s staff for the cooperation and courtesy 
extended to us during our audit. Their assistance and professionalism are invaluable. 

This report is intended solely for the use of the Honorable Mayor, and members of the City 
Council, and management of the City and is not intended to be and should not be used by anyone 
other than these specified parties.  

We welcome any questions you may have regarding the following communications and we would 
be willing to discuss any of these or other questions that you might have at your convenience.  

Very truly yours, 

Plante & Moran, PLLC 

 
Michelle Watterworth, CPA 

Danielle.Hale
Southfield West

Danielle.Hale
Praxity



Section I - Internal Control Related Matters Identified in an Audit 

2 

In planning and performing our audit of the financial statements of the City as of and for the year 
ended December 31, 2016, in accordance with auditing standards generally accepted in the 
United States of America, we considered the City's internal control over financial reporting 
(internal control) as a basis for designing audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for 
the purpose of expressing an opinion on the effectiveness of the City's internal control. 
Accordingly, we do not express an opinion on the effectiveness of the City's internal control.  

Our consideration of internal control was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses and therefore, material weaknesses or significant 
deficiencies may exist that were not identified. However, as discussed below, we identified certain 
deficiencies in internal control that we consider to be material weaknesses. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis. 

A material weakness is a deficiency, or a combination of deficiencies, in internal control such that 
there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected, on a timely basis.  

We consider the following deficiencies in the City’s internal control to be material weaknesses: 

• Auditor-identified journal entries were posted to the City’s financial records during the audit. 
The entries were needed to adjust year-end balances to be in conformity with generally 
accepted accounting principles. The journal entries were related to adjustments that are 
normally only posted at the end of the year, such as restricted assets, prepaid assets, and 
capital assets. The result of not identifying or correcting these misstatements could have 
resulted in a material misstatement of the financial statements. 

• The goal of a strong internal control system includes both preventive and detective controls. 
Preventive controls serve to mitigate the risk that errors or irregularities occur. Detective 
controls are designed to find errors or irregularities after they have occurred. As it relates to 
the City’s investments, it is important to have both strong detective as well as strong 
preventive controls. The City has gone to great lengths to ensure that appropriate detective 
controls exist such that, should an error occur, it would be detected on a timely basis. There 
are some investment accounts, however, that do not have strong preventive controls. For 
example, transfers from certain investment accounts can be made by one individual without 
any additional approvals. The lack of further preventive controls leaves the City exposed to 
potential malfeasance. We encourage the City to work closely with its banking relationships 
to add preventive controls to ensure safekeeping of these assets. 

• Individuals with full enterprise administrative access to the financial reporting software should 
not have the ability to post journal entries in the financial reporting software. During our review 
of the City’s IT environment, an individual was granted full enterprise administrative access to 
the financial reporting software during the current year for a specific purpose and then, 
inadvertently, the access was not removed even though it was no longer needed. The result 
of having these full enterprise administrative rights could have resulted in a material 
misstatement of the financial statements. The individual’s administrative access was 
immediately removed, subsequent to year end, once identified during the audit.  



Section II - Required Communications with Those Charged with Governance  

3 

Our Responsibility Under U.S. Generally Accepted Auditing Standards  

As stated in our engagement letter dated January 23, 2017, our responsibility, as described by 
professional standards, is to express an opinion about whether the financial statements prepared 
by management with your oversight are fairly presented, in all material respects, in conformity 
with U.S. generally accepted accounting principles. Our audit of the financial statements does not 
relieve you or management of your responsibilities. Our responsibility is to plan and perform the 
audit to obtain reasonable, but not absolute, assurance that the financial statements are free of 
material misstatement. 

As part of our audit, we considered the internal control of the City. Such considerations were 
solely for the purpose of determining our audit procedures and not to provide any assurance 
concerning such internal control. 

We are responsible for communicating significant matters related to the audit that are, in our 
professional judgment, relevant to your responsibilities in overseeing the financial reporting 
process. However, we are not required to design procedures specifically to identify such matters. 

Planned Scope and Timing of the Audit 

We performed the audit according to the planned scope and timing previously communicated to 
you in our letter about planning matters dated January 23, 2017. 

Significant Audit Findings  

Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies. In 
accordance with the terms of our engagement letter, we will advise management about the 
appropriateness of accounting policies and their application. The significant accounting policies 
used by the City are described in Note 1 to the financial statements.  

Accounting Changes 

As described in Note 3, the City adopted GASB Statement No. 72, Fair Value Measurement and 
Application. Adopting this statement required disclosure regarding the impact of fair value 
measurements on the City’s financial position. Additionally, as described in Note 16, the City 
adopted GASB Statement No. 77, Tax Abatement Disclosures. Adopting this statement required 
disclosures regarding tax abatement incentives provided by the City. The City also adopted GASB 
Statement No. 79, Certain External Investment Pools, but it did not have a significant impact on 
the City. 

Accounting Estimates 

Accounting estimates are an integral part of the financial statements prepared by management 
and are based on management’s knowledge and experience about past and current events and 
assumptions about future events. Certain accounting estimates are particularly sensitive because 
of their significance to the financial statements and because of the possibility that future events 
affecting them may differ significantly from those expected. The most sensitive estimates affecting 
the financial statements were related to the recording of the estimated net pension liability and 
net OPEB asset along with the related assumptions inherent in estimating these numbers. 
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Management’s estimate of the net pension liability and expense is based on discount rates, long-
term rates of return, and other assumptions which are used by an actuary to calculate a total 
pension liability. While the actuary uses assumptions to calculate the total pension liability, it is 
management’s responsibility to assess whether the assumptions made are reasonable. During 
the year, the pension system determined that the long-term assumed rate of return should be 
higher than previously assumed by the system. Therefore, the long-term assumed rate of return 
was changed from 6.05 percent to 6.66 percent as approved by the pension board and as 
recommended by the system’s investment advisor. This increase in the assumed rate of return 
was one of the main factors that resulted in the City’s net pension liability being reduced by $10.6 
million during the year.   

The value of the net OPEB asset was estimated by comparing actuarial required contributions to 
actual contributions made during both the current year and prior years. The actuarial data used 
in calculating the actuarial requirement contributions are based on various assumptions, the most 
significant of which is the long-term assumed rate of return and mortality assumptions. We 
evaluated the key factors and assumptions used to develop the estimates in determining that the 
amounts recorded are reasonable in relation to the financial statements taken as a whole. Next 
year, due to the pending adoption of a new accounting standard for OPEB that will have a similar 
effect as the new pension standards did a few years ago, we expect this asset will become a 
liability due to new measurement criteria under the new OPEB accounting standards.  

Other Significant Items 

We noted no transactions entered into by the City during the year for which there is a lack of 
authoritative guidance or consensus. In addition, there are no significant transactions that have 
been recognized in the financial statements in a different period than when the transaction 
occurred. The disclosures in the financial statements are neutral, consistent, and clear.  

Difficulties Encountered in Performing the Audit 

We encountered no significant difficulties in dealing with management in performing and 
completing our audit.  

Disagreements with Management 

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

Corrected and Uncorrected Misstatements  

Professional standards require us to accumulate all known and likely misstatements identified 
during the audit, other than those that are trivial, and communicate them to the appropriate level 
of management. None of the misstatements detected as a result of audit procedures and 
corrected by management were material, either individually or in the aggregate, to the financial 
statements taken as a whole. The audit adjustments identified during the course of our audit 
related to restricted assets, prepaid assets, and capital assets. Management has corrected all 
such misstatements.  
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Significant Findings or Issues  

We generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, business conditions affecting the City, and business plans and strategies that 
may affect the risks of material misstatement with management each year prior to our retention 
as the City’s auditors. However, these discussions occurred in the normal course of our 
professional relationship and our responses were not a condition of our retention.  

Management Representations  

We have requested certain representations from management that are included in the 
management representation letter dated June 5, 2017.  

Management Consultations with Other Independent Accountants 

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

Legacy costs and the challenge of funding them continues to be a topic of discussion. GASB 
pronouncements of late have placed even more focus on the net long-term liability arising from 
these benefit promises.   

Pension 

The pension system is approximately 76 percent funded as of December 31, 2016 as compared 
to 65 percent funded as of December 31, 2015. To the extent that you have been able to make 
some gains in terms of your funded status, these changes are primarily a result of changes with 
actuarial assumptions made during 2016. 

During the year, the pension system determined that the long-term assumed rate of return should 
be higher than previously assumed by the system. Therefore, the long-term assumed rate of 
return was changed from 6.05 percent to 6.66 percent as approved by the pension board and as 
recommended by the system’s investment advisor. This increase to the long-term assumed rate 
of return, coupled with increases to the 20-year tax-exempt municipal bond rate, resulted in an 
increase in the overall discount rate used to measure the total pension liability. During the year, 
the discount rate increased from 4.74 percent to 5.83 percent, which reduced the net pension 
liability by approximately $9.0 million. On a full accrual basis, because of the significant decline in 
this liability, the City experienced an income pick-up related to pensions in the current year. This 
did not impact the governmental fund statements (General Fund, for example). 

The following presents the net pension liability of the City, calculated using the discount rate of 
5.83 percent, as well as what the City's net pension liability would be if it were calculated using a 
discount rate that is 1 percentage point lower (4.83 percent) or 1 percentage point higher (6.83 
percent) than the current rate: 

 1 Percent 
Decrease 
(4.83%) 

Current 
Discount Rate 

(5.83%) 

1 Percent 
Increase 
(6.83%) 

Net pension liability of the City $23,836,942 $15,628,137 $8,804,792 
 
Future changes in the long-term rate of return or the discount rate will impact the value of the net 
pension liability. 

Refer to the schedule of changes in the net pension liability and related ratios in the required 
supplemental section in the financial statements for the history of the net pension liability since 
2014. 

OPEB 

The City will soon have to adopt two new accounting standards related to OPEB (retiree 
healthcare). GASB Statement No. 74, Financial Reporting for Postemployment Benefit Plans 
Other Than Pension Plans, addresses reporting by OPEB plans whereas GASB Statement No. 
75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions, 
addresses accounting and reporting by employer governments that provide OPEB benefits to 
their employees.   
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Along with the currently required statement of fiduciary net position and statement of changes in 
fiduciary net position, OPEB plans will now be required to include in the financial statements more 
extensive footnote disclosures and required supplemental information related to the 
measurement of the OPEB liabilities for which assets have been accumulated. In addition, the 
City will, after adoption of GASB 75, recognize on the face of the financial statements its net 
OPEB liability. The City will have to adopt GASB 74 for its December 31, 2017 year end and 
GASB 75 for the December 31, 2018 year end.   

A pro forma of how the reporting of this OPEB liability is expected to impact the City’s government-
wide net position is shown below:  

 

This pro forma indicates that the City, after adoption of the new OPEB accounting standards, will 
likely still have a positive total net position but a small negative unrestricted net position. The fact 
that the unrestricted portion is negative is a result of legacy costs earned to date have not been 
funded (both pension and OPEB); this is offset by the capital assets that have been funded in 
advance of their use. Many governments will see a negative total net position after implementation 
of this new standard, if they have not already. The City is in a much better position than many 
other communities in this regard. 

We are happy to work with the City and its actuarial firm over the next year to ensure smooth 
implementation of this new standard. We would also encourage City personnel to view the free 
webinars available on Plante & Moran, PLLC’s website, if you have not already done so. As we 
did with the new pension standards, in the coming year, Plante & Moran, PLLC will provide its 
clients implementation tools and templates to help ensure a smooth implementation. 

Local Community Stabilization Authority Revenue 

Eligible communities began receiving reimbursements for certain lost personal property taxes. 
The state agency making those reimbursements is the Local Community Stabilization Authority 
(LCSA). These reimbursements should not be reported on the financial statements with property 
taxes; instead, they should be included with other intergovernmental revenue from the State 
(state-shared revenue, grants, and other). The State has created a new account number for the 
revenue, 573, and titled it “Local Community Stabilization Share Appropriation.” As always, 
communities should follow the State’s guidance related to the Uniform Chart of Accounts.  

The State Department of Treasury will compute the reimbursements and is scheduled to make 
the payments by October 20 of each year, although this year’s payment likely will not be issued 
until November 20.  The State will compare the total current year taxable value of commercial and 
industrial personal property to the value as of 2013 (the year before PPT reform).   

As Curently 
Reported - with 

Net Pension 
Liability

With Unfunded 
Healthcare

Net position:
Net investment in capital assets 64,212,594$       64,212,594$    
Restricted 2,029,102           2,029,102        
Unrestricted 12,154,134         (4,056,695)       

Total net position 78,395,830$       62,185,001$    



Section III - Legislative and Informational Items 
(Continued) 

8 

New Rules Governing Management of Federal Programs  

The Office of Management and Budget (OMB) has issued significant reforms to the compliance 
requirements that must be followed by nonfederal entities receiving federal funding. These new 
rules, called the Uniform Guidance, were effective for grants awarded after December 29, 2014. 
Plante & Moran, PLLC has provided our clients free webinars, implementation checklists, and 
other tools to aid in this implementation.  

While the City historically has not expended federal dollars above the $750,000 trigger to require 
a separate compliance audit on its federal spending, the City nonetheless needs to comply with 
the new grant reforms. The City has previously reviewed the changes and made efforts to comply. 
One very recent change that may help the City is an additional extension of the procurement-
related rules under 2 CFR 200. OMB just issued additional guidance allowing an additional year 
beyond the prior two-year implementation delay it provided as an option to entities. Therefore, if 
the City has not yet fully complied with the procurement-related rules under 2 CFR 200, some 
additional time has now been provided. 

New Legislation  

Trunkline Cost-sharing (Public Act 459 of 2016)  

This legislation was signed into law on January 4, 2017. The effective date is April 5, 2017. The 
act amends PA 51 of 1951. The main provision is the elimination or reduction of local cost sharing 
with MDOT for cities and villages of various sizes. The following sets forth the sharing provisions:   

Population  Local Share MDOT Share 
50,000+ 12.50% 87.50% 
40,000 - 49,999 11.25% 88.75% 
25,000 - 39,999   8.75% 91.25% 
Less than 25,000 none 100% 

 
The act further states that the state transportation commission and the county road commission 
boards may enter into agreements with townships or private persons for the improvement or 
widening of trunklines or county roads. The state transportation commission and road commission 
boards may require full or partial participation in the cost of the improvement by the requesting 
party, as considered appropriate.  

Public Act 530 of 2016 - Additional Legacy Cost Reporting  

On December 31, 2016, the governor signed Public Act 530 of 2016 which amends Public Act 
314 of 1965, also known as the Public Employee Retirement System Investment Act (PERSIA). 
This act is effective March 29, 2017. 

Under the existing act, communities were required to publish a Summary Annual Report setting 
forth key information related to pension and retiree healthcare plans. The amendment requires 
that this Summary Annual Report also be submitted to the Michigan Department of Treasury 
within 30 days of publication.   

In addition, for any system (either pension or retiree healthcare) that is not funded at a level of at 
least 60 percent, the community must now post a report to its website indicating steps that are 
being undertaken to address the liability. In addition, this report must be submitted to the 
Department of Treasury within a reasonable timeframe.   

The legislation calls for the Department of Treasury to accumulate all of the reports and publish 
a summary of funding levels throughout the state.   
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C I T Y  O F  A U B U R N  H I L L S  

C I T Y  C O U N C I L  A G E N D A  
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   F I R E  D E P A R T M E N T  
To: Mayor and City Council 

From: Thomas A. Tanghe, City Manager; James T. Manning, Fire Chief   

Submitted: June 7, 2017  

Subject: Motion – Introduction of Ordinance 17-895, Amending Chapter 38, Article I, Sections F-104.11.7, 
F-304.3.5, F-307.2, F-507.5.1 and delete sections F-307.4 and 307.4.1 of the City of Auburn Hills 
Code of Ordinances, Fire Prevention and Protection and set for a Public Hearing, Second Reading 
and Final Adoption on June 26, 2017. 

 

INTRODUCTION AND HISTORY 
 
The City’s Fire Prevention and Protection ordinance is due for revisions. The revisions, relatively minor in scope, 
are as follows: 

 Change in ordinance language to match the section title for enforcement purposes. 
 Clarifying language related to dumpster placement to match other City requirements. 
 Removal of language that is superseded in the bonfire permitting process.  
 Adding clarifying language regarding the placement of fire hydrants near access drives and allow fire 

staff to direct the location of hydrants and water mains when required by ordinance.  
 
The proposed revisions were vetted by City Attorney Derk Beckerleg.  
 
STAFF RECOMMENDATION 
 
Staff recommends amending Chapter 38, Fire Prevention and Protection, of the Auburn Hills Code of Ordinances 
to clarify language, remove unnecessary language that is specified in other City ordinances, delete outdated 
language pertaining to bonfire permits, and add language regarding the placement of fire hydrants and water 
mains as required by ordinance.     
 
 

MOTION 
Move to introduce with intention to adopt Auburn Hills Ordinance 17-895, amending Chapter 38, 
Article I, Sections F-104.11.7, F-304.3.5, F-307.2, F-507.5.1 and delete sections F-307.4 and 307.4.1 of 
the City of Auburn Hills Code of Ordinances, Fire Prevention and Protection and set a public hearing, 
second reading and final adoption on June 26, 2017.

 

 

I CONCUR:  
 THOMAS A. TANGHE, CITY MANAGER 



2017 Ordinance Revisions: 
 
The original code sections are shown, followed by the proposed changes in red.  Any explanatory 
information is also in red and enclosed by parentheses and will not be part of the final ordinance: 
 
 
 

 
F-104.11.7  Damage Or Injury To Fire Department Equipment Or Personnel 
It shall be unlawful for any person to damage or deface, or conspire or attempt to damage or deface 
any Fire Department emergency vehicle at anytime, or to injure, or conspire or attempt to injure Fire 
Department personnel while performing departmental duties. 
 
F-104.11.7  Damage Or Injury To Fire Department Equipment Or Personnel 
It shall be unlawful for any person to damage or deface, or conspire or attempt to damage or deface 
any Fire Department emergency vehicle or equipment at any time, or to injure, or conspire or attempt 
to injure Fire Department personnel while performing departmental duties. 
 
(The title of this section includes damage to equipment, but that was not included in the body of the 
text) 

 
 

 
F-304.3.5  Dumpsters 
Dumpsters shall be located a minimum of fifteen (15) feet from any building or structure.  (Exception: 
dumpsters connected to a non-combustible compactor within a building or structure). 

 
F-304.3.5  Dumpsters 
Dumpsters shall be located a minimum of fifteen (15) feet from any building or structure.  Where this 
distance conflicts with other sections of this code, the more stringent requirement shall prevail. 
 Exceptions: 
 1. Dumpsters connected to a non-combustible compactor within a building or structure. 
 2. Residential waste containers with a capacity not exceeding 1.5 cubic yards. 

 
(The code has several sections based on container size and construction.  It has been a longstanding 
requirement of the city to have dumpsters a minimum of 15’ from buildings, which conflicts with the 
distances in these other code sections.  The revised code overrides the lesser distances, preserves the 
exception for compactors, and adds an exception for residential waste containers that are typical of the 
sort distributed by Waste Management). 
 

 

 
(Bonfire permits) 

F-307.2   Permit Required      
A permit shall be required from the Code Official for bonfires.   Before burning occurs, a bonfire 
permit shall be obtained.   

 
F-307.2   Permit Required      
A permit shall be required from the Code Official for bonfires and recreational fires.   Before 
burning occurs, a permit shall be obtained. 
 
F-307.4:  Deleted 
 
F-307.4.1:  Deleted 



 
F-307.4.2:  Deleted 
 
(the deleted sections are superseded by the requirements spelled out on the bonfire permit) 
 
 
 

 
F-507.5.1  Installation 

Fire hydrants shall be located at each intersection with intermediate hydrants so that they are not 
over three hundred (300) feet from the farthest point of any building and so that spacing between 
hydrants does not exceed three hundred (300) feet.  The three hundred (300) feet spacing 
between hydrants shall be scaled along paved streets or driveways of approved width and 
construction such as a piece of fire apparatus would travel in an emergency situation. 

 
F-507.5.1  Installation 

Fire hydrants shall be located at each access drive from the street onto the property, with 
intermediate hydrants so that they are not over three hundred (300) feet from the farthest point of 
any building and so that spacing between hydrants does not exceed three hundred (300) feet.  
The three hundred (300) feet spacing between hydrants shall be scaled along paved streets or 
driveways of approved width and construction such as a piece of fire apparatus would travel in an 
emergency situation.  On site fire hydrants and mains shall be provided where required by the 
Fire Code Official. 

 

(The last sentence is in the original code section and gives us some discretion where necessary). 
 
 
 
_________________________________________________________________________________ 
All other changes are limited to updating dates for editions of the code and referenced standards, and 
updating code section numbers when necessary. 



CITY OF AUBURN HILLS 
ORDINANCE NO. 17-895 

 
AN ORDINANCE TO AMEND CHAPTER 38, FIRE PREVENTION AND 
PROTECTION OF THE AUBURN HILLS CITY CODE, AS AMENDED AND TO 
PROVIDE BASIC FIRE CONTROL MEASURES AND REGULATIONS 
COVERING CONDITIONS WHICH COULD IMPEDE OR INTERFERE WITH 
FIRE SUPPRESSION FORCES AND TO ADOPT BY REFERENCE THE 2015 
EDITION OF THE INTERNATIONAL FIRE CODE,  AS PUBLISHED BY THE 
INTERNATIONAL CODE COUNCIL INC., FOR THE PURPOSE OF 
SAFEGUARDING LIVES AND PROPERTY FROM THE HAZARDS OF FIRE AND 
EXPLOSIONS AND TO PROVIDE PENALTIES FOR THE VIOLATION THEREOF 
AND TO REPEAL ORDINANCE NUMBER 865, AS AMENDED.  

 
THE CITY OF AUBURN HILLS ORDAINS: 
 
Section 1 
Chapter 38, Fire Prevention and Protection, of the Auburn Hills City Code, as amended, is hereby 
amended to now read as follows: 
 
 

CHAPTER 38 
FIRE PREVENTION AND PROTECTION 

 
ARTICLE I: INTERNATIONAL FIRE CODE 
 
Sec. 38-1.  Adoption of the 2015 International Fire Code By Reference 
Pursuant to the provisions of Section 3(K) of act 279 of the Public Acts of 1909, State of 
Michigan, the 2015 edition of  the International Fire Code, as promulgated, by the International 
Code Council Inc., is hereby adopted by reference by the City of Auburn Hills for the purpose and 
intent of prescribing minimum requirements and controls to safeguard life, property or public 
welfare from the hazards of fire and explosion arising from the storage, handling or use of 
substances, materials or devices and from conditions hazardous to life, property or public welfare 
in the use or occupancy of building, structures, sheds, tents, air supported structures, lots or 
premises.  All materials within the intent of this Code and not covered by this Code shall comply 
with referenced standards listed in Chapter 80. 
 
Sec. 38-2.  Code On File 
One complete printed copy of the 2015 edition of the International Fire Code, herein adopted is 
available for public use and inspection at the office of the City Clerk. 
 
Sec. 38-3.  References In Code 
Where the words “name of jurisdiction” are used in the International Fire Code, it shall be held to 
mean the City of Auburn Hills. 
 
Sec. 38-4.  References In Code 
Where references are made in the Code to the most recent “International Building Code” it shall 
be held to mean the most recent edition of the Michigan Building Code. 
 
Where reference is made in the Code to the most recent “International Mechanical Code” it shall 
be held to mean the most recent edition of the Michigan Mechanical Code. 
 
Sec. 38-5.  State Regulations Prevail 
Whenever state law or regulations apply a higher standard or requirement than is provided in this 
Code, the higher requirement or standard of state law shall prevail. 
 



Sec. 38-6.  Authority For Enforcement 
Enforcement of this Ordinance may be by the Fire Chief, Asst. Fire Chief, Fire Marshal, Fire 
Inspectors, Building Code Official, Building Inspectors, Sworn Police Officers, and those other 
persons authorized by City Ordinances and/or the City Code, and said enforcement officers shall 
have the authority to issue appearance citations pursuant to Act 175 of the Public Acts of 1927 of 
the State of Michigan, as amended, for violations of this Ordinance. 
 
Sec.38-7.  Maintenance Of Fire Suppression Equipment 
A person shall not obstruct, remove, tamper with or otherwise disturb any fire hydrant or fire 
appliance required to be installed or maintained under provisions of the Code, except for the 
purpose of extinguishing fire, training or testing purposes, recharging or making necessary 
repairs or when permitted by the Code Official.  Whenever a fire appliance is removed as herein 
permitted, it shall be replaced or reinstalled as long as the purpose for which it was removed has 
been accomplished.  Defective and non-approved fire appliances or equipment shall be replaced 
or repaired as directed by the Code Official. 
 
Sec. 38-8.  False Alarms 
It shall be unlawful for any person and/or entity to summon in any way the Fire Department 
unless a valid reason for their response is present or for any person or entity to fail to maintain a 
properly operating alarm system. 
 
Sec. 38-9.  Nuisance  False Alarms 

A. The intent of this section is to facilitate the reduction of nuisance false fire alarm 
activations. 

 
B. A nuisance false fire alarm is defined as any alarm condition which is reported to 

the Fire Department, not resulting from a condition for which the alarm was 
intended. 

 
C. Any fire alarm user whose fire alarm system initiates more than two (2) nuisance 

false fire alarms in a calendar year shall be required to pay penalties to the City 
of Auburn Hills. 
1. Upon notification of the first and any subsequent False Fire Alarm, the 

Fire Alarm User shall be required to have the Fire Alarm System 
inspected and serviced by a Fire Alarm Provider when it is determined 
that the False Fire Alarm was caused due to a malfunction of the system, 
lack of maintenance or when a determination as to the reason for 
activation can not be made.  Documentation of service shall be provided 
to the Auburn Hills Fire Department within fourteen (14) days of said 
inspection. 

2. Within fourteen (14) days of the False Fire Alarm Notification date, the 
Fire Alarm User shall return the completed False Fire Alarm Notification 
form to the Auburn Hills Fire Department. 

3. Failure by the Fire Alarm User to return the form shall be justification for 
automatic billing of the False Fire Alarm Fee. 

 
D. All fees must be paid to the City within thirty (30) days from the date of invoice 

requesting payment of fee(s). 
 
E. Any person including an alarm service person, fire protection contractor, or other 

contractor who, because of work affecting the Fire Alarm System either directly 
or indirectly, initiates a False Fire Alarm without prior notification having been 
made to the Auburn Hills Fire Department, and central station monitoring 
company, shall be subject to a false alarm fee and/or citation.  A central station 
monitoring company who initiates a False Fire Alarm after having been notified of 



work affecting the Fire Alarm System shall be subject to a false fire alarm fee 
and/or citation. 

 
F. Any willful misrepresentation by a Fire Alarm Provider as to inspection, 

maintenance, or repair services rendered to a Fire Alarm System shall be 
considered a misdemeanor for each incident. 

 
G. Documentation provided to the Auburn Hills Fire Department of maintenance or 

repair to the Fire Alarm System after occurrence of a False Fire Alarm may be 
considered in determining whether or not to assess the False Fire Alarm Fee. 

 
H. Severe weather, power outages, transmission line malfunctions, malicious acts of 

person(s) not under control of the Fire Alarm User, or any other causes clearly 
beyond the control of the Fire Alarm User will be considered in determining 
whether or not punitive action will be taken against the Fire Alarm User as 
provided in this Ordinance. 

 
Sec. 38-10.  Activation Of Fire Alarm Systems 
A person or entity shall not activate a fire alarm system in any building or place within the City of 
Auburn Hills unless a valid fire emergency exists within that building or place.  A fire alarm system 
is any system which, upon activation, warns the occupants of the building or place that a fire 
emergency exists. 
 
Sec. 38-11.  Changes In The Code 
The following sections and subsections of the International Fire Code are hereby amended or 
deleted as set forth, and additional sections and subsections are added as indicated.  
Subsequent section numbers used in this chapter shall refer to like numbered sections of the 
International Fire Code. 
 

F-101.1  Title 
These regulations as set forth herein, shall be known as the Fire Prevention Code of the City 
of Auburn Hills and are herein referred to as such or as “this Code”. 
 
F-103.1  General 
The department of fire prevention is established within the jurisdiction under the direction of 
the Code Official.  The function of the department shall be the implementation, administration 
and enforcement of the provisions of this code.  It shall be the duty and responsibility of the 
Fire Chief as the designated Code Official to enforce the provisions of this Code. 
 
F-103.3.1  Deputy 
The Code Official is authorized to designate an employee as deputy who shall exercise all 
powers of the Code Official during the temporary absence or disability of the Code Official.   
 
F-104.11.4  Open Buildings Due To Fire 
The Code Official or his duly authorized representative is empowered to order the securing of 
fire damaged buildings.  If the owners of the affected building are present, this order shall be 
given to them.  If no owners or representatives of the building are present, the Code Official 
or his duly authorized representative may have the building secured.  The expense of 
securing shall be a debt to the City from the responsible owner and shall be collected as any 
other debt to the City. 
 
F-104.11.5  Compliance With Orders 
A person shall not willfully fail or refuse to comply with any lawful order or direction of the 
Police or Fire Official or to interfere with the compliance attempts of another individual. 

 
 



F-104.11.6  Authorized Emergency Vehicles/Equipment 
A person shall not, without proper authorization from the Fire Official in charge of said Fire 
Department emergency equipment, cling to, attach himself to, climb upon or into, board or 
swing upon any Fire Department emergency vehicle, whether same is in motion or at rest, or 
sound the siren, horn, bell or other sound producing device thereon, or to manipulate or 
tamper with any levers, valves, switches, starting devices, brakes, pumps or any equipment 
or protective clothing on, or a part of, any Fire Department emergency vehicle. 
 
F-104.11.7  Damage Or Injury To Fire Department Equipment Or Personnel 
It shall be unlawful for any person to damage or deface, or conspire or attempt to damage or 
deface any Fire Department emergency vehicle or equipment at any time, or to injure, or 
conspire or attempt to injure Fire Department personnel while performing departmental 
duties. 
 
F-104.11.8  Vehicles Crossing Fire Hose 
A vehicle shall not be driven or propelled over any unprotected fire hose of the Fire 
Department when laid down on any street, alley way, private drive or any other vehicular 
roadway without consent of the Fire Official in command of said operations. 
 
F-108  Appeals 

 
F-108.2.1  Application  
Any person shall have the right to appeal a decision of the Code Official to the Building 
Construction/Fire Prevention Board of Appeals.  An application for appeal shall be based 
on a claim that the true intent of this Code, or the rules legally adopted there under, have 
been incorrectly interpreted, the provisions of the Code do not fully apply or an equally 
good or better method of fire prevention is proposed.  The application shall be filed with 
the Building Official within twenty (20) days after the notice was served. 

 
F-108.2.2  Appeals Process 
Appeals to the Board may be taken by any person aggrieved by any decision or 
interpretation of the Code Official made under the provisions of this Code.  The Board of 
Appeals for the Code shall be the City of Auburn Hills Building Code Construction Board 
of Appeals. 

 
 

F-114  Restitution 
When the Fire Department or any persons authorized to enforce this Ordinance are called to 
respond to any emergency or incident which was the result of a violation of federal, state or 
local regulation governing fire safety, or from gross negligence, the responsible person or 
entity shall reimburse the City of Auburn Hills for all costs incurred as a result of the 
emergency or incident. 
 
F-114.1  Arson 
In any case in which arson takes place, the person(s) convicted of that crime, or of any lesser 
charge, or by way of a plea bargain, shall be financially responsible for all costs of 
investigating, suppressing and overhauling the fire and/or for any EMS service, for any board-
up services and/or for any other security procedures performed by the City of Auburn Hills or 
their agents. 
 
F-114.2  Hazardous Materials 
In any case in which a hazardous material response is performed by the Auburn Hills Fire 
Department, or the Oakland County Hazardous Materials Response Team, the person(s) 
responsible for allowing the condition to occur and/or exist shall be responsible for the costs of 
any work and for clean-up work performed by the City of Auburn Hills or their agents.  The 
term “hazardous material” as used in this section is defined in Chapter 50. 



 
F-114.3  Special Response Unit 
In any case where a Special Response Unit (SRU) is required, the person(s) responsible for 
the need for such unit to arrive at a call shall be financially responsible for the usage of such 
unit.  A SRU carries special equipment for hazardous materials incidents, building collapse 
and/or elevated, confined and subterranean spaces and needs. 

 
F-114.4  Alcohol and Drugs 
In any case where abuse of alcohol or drugs can be proven to have contributed to the cause 
of the emergency response by the City of Auburn Hills or its agents, the person(s) proven to 
be on alcohol or drugs shall be financially responsible for the cost of any work performed by 
the City of Auburn Hills or its agents. 
 
F-304.3.5  Dumpsters 
Dumpsters shall be located a minimum of fifteen (15) feet from any building or structure.  
Where this distance conflicts with other sections of this code, the more stringent requirement 
shall prevail. 
 Exceptions: 
 1. Dumpsters connected to a non-combustible compactor within a building or structure. 
 2. Residential waste containers with a capacity not exceeding 1.5 cubic yards. 
 
F-307  Burning 

 
F-307.2   Permit Required      
A permit shall be required from the Code Official for bonfires and recreational fires.   
Before burning occurs, a permit shall be obtained. 
 
F-307.2.1.1  Revoking Permits 
Permits may be revoked at the discretion of the Code Official. 
 
F-307.2.2  Open Burning 
Subject to the provisions of F-307.3.1, F-307.2 and F-307.2.2.1 open burning shall be 
allowed by the property owner on the owner’s property without prior notification to the 
Code Official for small quantities of leaf and brush burning, provided that such leaf and 
brush burning is not conducted within a public right of way.  Open burning shall be 
permitted between the hours of dawn and dusk only. 
 
F-307.2.2.1  Seasonal Dates for Open Burning 
Days of burning are limited to Monday, Wednesday, Friday and Saturday only during the 
dates listed below. 

a. Spring:  May 1 through May 31 
b. Fall:  October 15 through November 30 

 
F-307.2.2.2  Prohibited Burning 
The Code Official shall prohibit open burning that will be offensive or objectionable due to 
smoke or odor emissions, and when atmospheric conditions or local circumstances make 
such fires hazardous. 
The burning of trash, garbage, or construction materials shall not be permitted.  Open 
burning shall be prohibited on commercial, industrial, multiple-family residential and 
mobile home properties.  The Code Official shall order the extinguishment of any open 
burning which creates or adds to a hazardous or objectionable condition. 
 
F-307.4:  Deleted 
 
F-307.4.1:  Deleted 
 



F-307.4.2:  Deleted 
 

 
F-503 Fire Apparatus Access Roads 
 

F-503.1  Fire Apparatus Access Roads Where Required 
The Code Official shall require and designate public or private fire apparatus access 
roads as deemed necessary for the efficient and effective use of fire apparatus.  Fire 
apparatus access roads shall be provided and maintained in accordance with the 
International Fire Code. 
 
F-503.3  Marking 
All fire apparatus access roads shall be conspicuously posted with uniform ‘NO 
PARKING FIRE LANE” signs in keeping with the standard established in the Michigan 
Manual of Traffic Control Devices, as revised, and as prescribed by the Code Official and 
erected on both side of the fire apparatus access roads.  Signs shall be erected no 
farther than one hundred (100) feet apart in all areas designated as fire apparatus access 
roads.  Signs shall be maintained in a clean and legible condition at all times and be 
replaced or repaired when necessary to provide adequate visibility. 
 
F-503.7  Authority To Remove Obstructions 
If any vehicle, trailer or other object is so located within a fire apparatus access road or at 
any other location prohibited by this Ordinance at a time the Fire Department is 
responding to an alarm which necessitates use of such fire apparatus access road and/or 
other said location, then any member of the City Police or Fire Department may move or 
cause same to be moved by any means necessary without liability for any damage being 
incurred by the City of Auburn Hills or any officer, agent or employee thereon.  

 
F-506  Keyboxes 
 

F-506.1  General 
The Code Official may require a key box to be installed in an accessible location where 
access is necessary for life saving or to verify the existence of a fire or other emergency 
in those buildings equipped with or required to be equipped with automatic fire detection 
or automatic fire suppression systems or equipment.  The Code Official may require a 
key box to be installed in an accessible location in strip malls or multi-tenant buildings 
that are not required to be equipped with an automatic fire detection or automatic fire 
suppression system. 
 
F-506.1.2  Type, Contents, Installation 
The key box shall be of a type approved by the Code Official, shall contain keys to gain 
necessary access as required by the Code Official and shall be installed in a manner 
approved by the Code Official.  The City of Auburn Hills Police and Fire Department shall 
have possession of the only keys to the box.  In the event the locks are changed for 
which keys are provided, the Fire Department shall be notified immediately.  Emergency 
contact names and telephone numbers shall be provided for the key box. 
 
F-506.3  Alarms 
At the request of the owner or tenant, the Code Official shall permit a key box tamper 
switch connection to the building or fire alarm system. 

 
F-507  Fire Hydrants 
 

 F-507.5.1  Installation 
Fire hydrants shall be located at each access drive from the street onto the property, with 
intermediate hydrants so that they are not over three hundred (300) feet from the farthest 



point of any building and so that spacing between hydrants does not exceed three 
hundred (300) feet.  The three hundred (300) feet spacing between hydrants shall be 
scaled along paved streets or driveways of approved width and construction such as a 
piece of fire apparatus would travel in an emergency situation.  On site fire hydrants and 
mains shall be provided where required by the Fire Code Official. 

 
F-507.5.1.2  White Stripe 
A high visibility white stripe shall be painted on the upper flange of all fire hydrants, public 
or private. 
 
F-507.5.1.3  Steamer Caps 
The four (4) inch steamer caps on all fire hydrants shall be painted according to the 
following: 

 White on 4.00 inch mains 
 Red on 6.00 inch mains 
 Orange on 8.00 inch mains 
 Green on 12.00 inch mains or larger 

 
F-507.5.4  Blocking Fire Hydrants And Fire Department Connections 
It shall be unlawful to obscure from view, damage, deface, obstruct or restrict the access 
to any fire hydrant or Fire Department Connection.  No parking shall be permitted and/or 
no obstruction shall be placed or constructed within fifteen (15) feet of any fire hydrant or 
Fire Department connection, public or private.  
 
If, upon the expiration of time mentioned in a notice of violation, obstructions or 
encroachments are not removed, the Code Official shall proceed to remove the same.  
The expense incurred shall be a debt to the City from the responsible person, and, if 
necessary, the legal authority of the municipality shall institute appropriate action for 
recovering of such costs. 
 
F-507.5.7  Hydrant Use Approval 
A person shall not use or operate any fire hydrant intended for use of the Fire 
Department for fire suppression purposes unless such person first obtains permission 
and secures a permit for such use from the City of Auburn Hills Department of Public 
Works.  This section shall not apply to the use of such hydrants by a person employed by 
and authorized to make such use by the water authority having jurisdiction. 

 
F-604.8   Emergency Lighting Circuits 
The electrical circuits controlling the emergency lighting, exit signs and alarm systems shall 
be property labeled and secured in the “on” position. 
 
F-901.2   Plan Reviews and Installations 
 

F-901.1.1  Definition             
Certified:  a firm certified by the Michigan Department of Consumer and Industry Services 
to install and maintain fire alarm and/or suppression equipment/systems pursuant to Act 
144 of the Public Acts of 1982, and with respect to the installation and maintenance of 
fire alarms and/or suppression equipment/systems in locations other than those set forth 
in Act 144 of the Public Acts of 1982, the firm and/or individual shall be licensed pursuant 
to the requirements of Act 192 of the Public Acts of 1984, as amended, and/or Act 217 of 
the Public Acts of 1956, as amended. 
 
F-901.3.1  Review Fees  
When at the discretion of the Code Official plans and specifications are reviewed by an 
outside consultant, the person or firm submitting the plans and specifications shall be 



responsible for the total consulting fees and administration charges as established by 
Resolution of the City Council.  The Code Official shall select the consultant.   
 
F-901.3.2  Certification Required 
Any installation, testing, repair or maintenance of fire alarm or suppression systems 
required by this Code or the Building Code shall be performed only by a certified fire 
alarm or suppression firm and/or individual or by a firm and/or individual licensed 
pursuant to Act 192 of the Public Acts of 1984, as amended, and/or Act 217 of the Public 
Acts of 1956, as amended. 
 
F-903.3.5  Water Supplies 
Water supplies for automatic sprinkler systems shall comply with this section and the 
standards referenced in Section 903.3.1.  A minimum of ten (10) p.s.i. safety factor 
between the available water pressure and the sprinkler system demand shall be provided 
on all hydraulically calculated sprinkler systems.  The potable water supply shall be 
protected against backflow in accordance with this section, the International Plumbing 
Code and the City of Auburn Hills Water Department standards. 

 
F-903.3.7  Fire Department Connections 
In any building or structure required to be equipped with a Fire Department connection, the 
connection shall be located within one hundred (100) feet of a fire hydrant and within fifty (50) 
feet of a minimum twenty (20) feet paved driveway or street.  The location of the Fire 
Department Connection shall be approved by the Code Official. 
 

F-903.3.7.1  Utilities 
Gas meters, propane tanks, overhead electrical services and transformers shall not be 
located on the same side of the building or structure as the Fire Department connection 
unless a clear distance of one hundred fifty (150) feet can be maintained between the 
utilities and the Fire Department connection. 
 
F-903.3.7.2  Fire Department Connection Type 
All required Fire Department connections shall be equipped with a single 4” Storz 
connection with 30 degree downturn (exception: existing Siamese fire department 
connections). 
 
F-903.3.7.3  Audio/Visual 
A horn and white strobe light shall be installed directly above the Fire Department 
connection and shall be connected to the water flow alarm valve or water flow switch.  A 
water flow alarm valve or water flow switch activation shall activate the horn and strobe. 

 
 
F-906  Portable Fire Extinguishers. 
 

F-906.11  Sale of Defective Fire Extinguishers 
A person shall not sell, trade, loan or give away any form, type or kind of fire extinguisher 
which is not approved by the Code Official, or which is not in proper working order, or the 
contents of which do not meet the requirements of the Code Official.  The requirements 
of this section shall not apply to the sale, trade or exchange of obsolete or damaged 
equipment for junk, when said units are permanently disfigured or marked with 
permanent signs identifying the units as junk. 

 
 
 
 
 
 



F-5601  Explosives, Fireworks And Indoor Pyrotechnics 
 
F-5601.2.4.3  Fireworks 
The rules and regulations for outdoor fireworks displays shall be in accordance with 
NFPA 58, 160, 1123, 1126 and the Liquefied Petroleum Gas Rules as promulgated by 
the State Fire Safety Board. 
 
F-5601.2.4.4  Permit Required 
A permit to conduct indoor or outdoor fireworks displays shall be required.  The permit 
shall be obtained from the Code Official prior to the display.  All applicable fees shall be 
submitted to the Auburn Hills Fire Department prior to the display.  The permit fee shall 
be established by Resolution of the City Council. 

 
F-5601.2.4.5  Indoor Pyrotechnics 
The rules and regulations for indoor pyrotechnic displays shall be in accordance with 
NFPA 1126 and 160. 

 
F-5701.1.1  Referenced Documents 
The provisions of this chapter, The Michigan Mechanical Code and NFPA 30 and 30A, the Rules 
for Storage of Flammable and Combustible Liquids, as promulgated by the State Fire Safety 
Board shall apply to the storage, handling and processing of flammable and combustible liquids in 
addition to the requirements of Chapter 50. 
 
F-6101.1.1 Referenced Documents 
The provisions of this chapter, NFPA 58, and the Liquefied Petroleum Gas Rules, as promulgated 
by the State Fire Safety Board, shall apply to equipment, process and operation for storage, use, 
handling, installation, and maintenance of liquefied petroleum gas in addition to the requirements 
of Chapter 50. 
 
 
 
ARTICLE II:  HAZARDOUS MATERIALS DISCLOSURE AND PERMITTING 
 
Section 38-51.  Hazardous Materials Operating Permit. 

 No business shall use, handle, store, possess and/or locate a hazardous material within the City of 
Auburn Hills without a Hazardous Materials Operating Permit issued pursuant to this Ordinance, the 
adopted Fire Code, Section 14i of Act 154, as amended, and Section 5p of the Michigan Fire 
Prevention Code (Act 207, as amended).  All businesses shall complete and file a Business Information 
Form and Hazardous Materials Survey with the Fire Department, regardless of whether they have 
hazardous materials or not upon request of the Code Enforcement Official. 

Section 38-52.  Hazardous Materials Management Plan. 
 No business shall use, handle, store, possess and/or locate a hazardous material in quantities which 

meet or exceed the threshold amounts listed in the Department of Consumer and Industry Services, 
Michigan Office of Fire Safety - Bulletin No. 9 (Fire Department Hazardous Material Emergency 
Planning Responsibilities - Attachment B) and sections and tables referenced by section 105.6.21 of 
the Fire Code within the City of Auburn Hills without having first filed a Hazardous Materials 
Management Plan (HMMP) with the Code Enforcement Official.  Where Bulletin No 9 and section 
105.6.21 list different amounts, the more stringent requirement shall apply.  The approved HMMP shall 
be followed at all times, including the event of any spill, discharge, seepage, runoff, or leakage of any 
hazardous materials. 

 
A. In general, major elements of the HMMP include: 

1.  General Facility Information 
2.  Emergency Notifications 
3.  Facility Evacuation Information 



5.  Hazardous Material Operating Procedures and Secondary Containment 
6.  Chemical Inventory 
7.  Standard Operating Procedure for Spill Cleanup 

8.  Floor plan and site plan of the facility 

B. A Pollution Incident Prevention Plan (PIPP) expressly approved by the Waste 
Management Division (WMD) within the Michigan Department of Environmental Quality 
(MDEQ), under the authority of Part 31 of the Natural Resources and Environmental 
Protection Act, 1994 PA 451, as amended (Act 451) shall be deemed to comply with the 
requirements of this section. 

C. The HMMP shall be valid for five (5) years and renewed prior to expiration.  However, an 
updated HMMP shall be filed for review and approval by the City whenever there is a 
change in the use, handling, storage, or amounts of any hazardous materials. 

 
Section 38-53.  Permit Data Base 

 The Code Enforcement Official shall maintain a database which includes the permit status of all 
businesses subject to this Article. 
 
Section 38-54.  Inspections. 

 The Code Enforcement Official or his staff shall inspect all structures and premises utilized by 
employers as often as may be necessary for the purpose of verifying the accuracy of the 
information provided under this Article and ascertaining whether there exist any violations of this 
Article or any other federal or state statutes, rules or regulations, or local ordinances relating to 
the use, storage, handling or disposal of hazardous materials, or other Fire Code violations.  In 
those cases where the Code Enforcement Official observes or otherwise discovers violations of 
federal or state statutes, rules or regulations relating to the use storage, handling or disposal of 
hazardous materials, such violations shall be reported to the appropriate federal or state agency 
authorized to enforce such statute, rule or regulations.  In addition, the Code Enforcement Official 
may request the City Attorney, upon proper authorization, to commence the appropriate legal 
proceedings to ensure compliance with this Article. 
 
Section 38-55.  Penalties. 
It shall be unlawful for a party, or any officer, director, or employee of a business to fail to comply 
with the provisions of this Article, or to misrepresent, falsify, conceal, destroy or fail to retain 
information necessary to comply with this Article.  The dissolution of a corporation shall not 
discharge its directors, officers or employees from liability for such conduct.   
 
Section 38-56.  Fees. 

 Businesses subject to this Article shall pay a permit fee to the City of Auburn Hills, sufficient to 
cover the implementation of this Article, including expenses incurred by the Code Enforcement 
Official and his staff.  The amount of the permit fee shall be established by resolution of the 
Auburn Hills City Council and shall be amended as necessary by the Auburn Hills City Council.  
Businesses that are delinquent in filing a permit application, paying the permit fee or both, shall 
be subject to late fees as established by resolution of the Auburn Hills City Council. 
 
Section 2  Repealer. 
Ordinance Number 865 is hereby repealed.  All other Ordinances or parts of Ordinances in conflict 
herewith are hereby repealed only to the extent necessary to give this Ordinance full force and 
effect. 
 
Section 3  Penalty. 
Except as otherwise provided in this Ordinance, any person, persons or entity violating any of the 
provisions of this Ordinance shall be guilty of a misdemeanor, and upon conviction therefore, shall 
be punished by a fine of not more than $500 and costs of prosecution, or by imprisonment for not 
more than 90 days, or by both fine, costs and imprisonment at the discretion of the Court. 



 
Section 4  Savings. 
All proceedings pending and all rights and liabilities existing, acquired or incurred at the time this 
Ordinance takes effect are saved and may be consummated according to the law when they were 
commenced. 
 
Section 5  Severability. 
If any section, clause or provision of this Ordinance shall be declared to be unconstitutional, void, 
illegal or ineffective by any Court of competent jurisdiction, such section, clause or provision 
declared to be unconstitutional, void or illegal shall thereby cease to be a part of this Ordinance, 
but the remainder of this Ordinance shall stand and be in full force and effect. 
 
Section 6  Effective Date. 
The provisions of this Ordinance are hereby ordered to take effect upon publication in the manner 
prescribed by the Charter of the City of Auburn Hills. 
 
Section 7  Adoption. 
This Ordinance is hereby declared to have been adopted by the City Council of the City of Auburn 
Hills at a meeting thereof duly called and held on the ____ day of ____________, ______, and 
ordered to be given publication in the manner prescribed by the Charter of the City of Auburn Hills. 
 
 
AYES:  
NAYES:  
ABSENT:  
ABSTENTIONS:  
 ORDINANCE ADOPTED 
 
 
STATE OF MICHIGAN) 
   )SS 
COUNTY OF OAKLAND) 
 
 I, the undersigned, the duly qualified and appointed City Clerk of the City of Auburn Hills, 
Oakland County, Michigan do hereby certify that the foregoing is a true and complete copy of 
Ordinance No. 17-895 adopted at a regular meeting of the City Council held on the ____ day of 
_____________, ______, the original of which is on file in my office. 
 IN WITNESS WHEREOF, I have hereunto affixed my official signature on this _____ day 
of _____________, ______. 
 
 
 
       ______________________________ 
       Terri Kowal, City Clerk 
 
 



13. Executive Session 
 

13a. Labor Negotiations Fire Department re: 24 Hour Shifts 

13b. Property Acquisition 

 
The backup information for these two items will be presented at the meeting. There is 
no electronic information available. 
 
 
MOTION: Move to recess to Executive Session to discuss Fire Department labor 
negotiations and Property Acquisition. 
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   D E P A R T M E N T  O F  P U B L I C  W O R K S  
To: Mayor and City Council 

From: Thomas A. Tanghe, City Manager; Jeffrey Herczeg, Deputy Director of Public Works  

Submitted: June 8th, 2017  

Subject: Motion – Approve Squirrel Road Sanitary Sewer Repair

INTRODUCTION AND HISTORY 

This award consideration is the DPW’s recommendation for a sanitary sewer repair on Squirrel Road in front of 
Five Points Church (see attached map). While performing our regular sanitary sewer maintenance program, 
which consists of systematic televising and cleaning of the sanitary lateral lines, staff discovered a significant 
belly in the 10” line located on Squirrel just north of Walton. This 10” line services the Auburn Square Plaza 
which houses a number of restaurants and delivers a substantial sanitary flow to that line. The proposed repair 
consists of removing and replacing 80 feet of 10” sanitary sewer PVC trust pipe and the installation of one 5’ 
diameter manhole. 
 
Staff included this minor repair as a separate division in the Birchfield sanitary sewer replacement project bid in 
2016. The Birchfield project was suspended to align with future road repairs and achieve economies of scale 
and efficiency. The original bid prices for this repair are as follows:   
 

 

 

 

 

 

 
 

In 2016 City staff contacted Adamo and V.I.L requesting them to perform the repair work in the separate division, 
but since it was included as part of the much larger Birchfield project which was not awarded, both contractors 
declined.  On Thursday, June 8th 2017, city staff and OHM held a pre-construction meeting for site development 
at the Five Points Church property. The third low bidder from the 2016 project, Superior Excavating, attended 
the meeting held on June 8th as the private underground utility contractor selected by Five Points Community 
Church. Recognizing the costs associated with mobilization and trucking if we were to strike out on our own to 
have this repair made, staff found it advantageous to negotiate a not-to exceed price of $39,000.00 with Superior 
Excavating to perform the repair at this time while they are mobilized at Five Points Church.   
   

STAFF RECOMMENDATION 

Due to the urgency of the repair and the expected cost savings, staff recommends award of the sewer repair to 
Superior Excavating, 2791 Auburn Rd., Auburn Hills MI. 48327. There is $250K in the 2017 Sewer Budget for 
emergency and discovered deficiencies to cover the costs for this critical repair. 
  

MOTION 

Move to Approve Award of the Squirrel Road Sanitary Sewer Repair to Superior Excavating for the 
not-to-exceed amount of $39,000.00 to be paid from Sewer account number 592-535-971.000. 

 

Contractor Amount 

Adamo Group Inc. $32,795 

V.I.L. Construction $42,500 

Superior Excavating, Inc. $55,000 
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I CONCUR:  

 THOMAS A. TANGHE, CITY MANAGER 









The Oakland Press (http://www.theoaklandpress.com)

Auburn Hills Marriott Pontiac opens new onsite restaurant

Saturday, May 27, 2017

White Lodging announced the opening of a new restaurant 
at the company’s Auburn Hills Marriott in Pontiac. The 
property’s redesigned restaurant, Woodward’s, has been 
updated with a new look inspired by historic Woodward 
Avenue. Located adjacent to the lobby, the all-American 
restaurant features comfort food such as the Baked Gouda

Mac and Cheese, Calamari Fries with citrus aioli and 
charred lemon. Other menu items include Woodward’s 
Burger Pan Roasted Salmon, and sides, such as the Charred 
Corn Grits. Beverages include craft cocktails and an 

extensive wine and beer list.

The hotel has also expanded its food and beverage options with a Marriott M Club lounge in the 
lobby, open 24/7 with key access. It is the only M Club Lounge in Michigan, offering complimentary 
daily breakfast, grab and go items, self-serve Starbucks’ single brew coffee drinks and snacks. A 
range of beers, wines and cocktails are also available for a nominal fee. The hotel is at 3600 
Centerpoint Parkway, Pontiac.

White Lodging of Merrillville, Indiana is a hotel ownership, development, and management company.

For more information, visit www.marriott.com/hotels/travel/dtwpo-auburn-hills-marriott-pontiac or 
www.whitelodging.com.

— Kathy Blake, The Oakland Press
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The Oakland Press (http://www.theoaklandpress.com)

Baker College to offer 2 new cyber defense degrees

By Natalie Broda, nbroda@digitalfirstmedia.com,, @NatalieBroda on Twitter 

Thursday, May 18, 2017

Baker College is getting ready to launch two new graduate 
programs in cloud security risk management this August. 

The courses for the online programs, an MBA in cloud 
security risk management and a master of science in 
information systems in cloud security risk management, 
will be facilitated through a partnership with Virginia-based 
Mission Critical Institute. The institute is a leading 
developer of cybersecurity education programs, recognized 
by the Department of Homeland Security, according to a 
release. The college will appoint faculty from the institute 

who are currently working in the field to both teach and mentor the students. 

The decision to offer these particular graduate degrees was market driven, said Chuck Gurden, vice 
president of admissions. According to the United States Bureau of Labor Statistics, demand for 
information security analysts is expected to rise 18 percent from 2014 to 2024. That’s about 14,800 
more workers. 

The curriculum will cover exam preparation for certifications in cybersecurity in both the public and 
private sector and is based on government recommendations for industry standards and best practices. 

Baker College has won six state championships, two regional championships and two national 
championships in cyber defense programs since 2008.
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The Oakland Press (http://www.theoaklandpress.com)

Fiat Chrysler in talks with government over diesel tests

Thursday, May 18, 2017

DETROIT (AP) >> Fiat Chrysler says it’s in discussions 
with the U.S. Department of Justice and the U.S. 
Environmental Protection Agency over claims the company 
cheated on diesel emissions tests.

The EPA said in January that FCA was using software that 
allowed diesel vehicles to emit more pollution on the road 
than they do in emissions tests. The EPA said around 
104,000 Jeep Grand Cherokee SUVs and Ram pickups 
from the 2014-2016 model years are affected.

FCA denies that allegation.

Bloomberg reported late Wednesday that the Justice Department was preparing to file a civil lawsuit 
against FCA. But FCA says any litigation would be “counterproductive” to its talks with the EPA.

FCA says it believes a software update can resolve the EPA’s concerns.

FCA shares fell 1 percent to $10.44 in midday trading.
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The Oakland Press (http://www.theoaklandpress.com)

Cops say insulation fire at Pontiac High School was arson, investigation ongoing

By Natalie Broda, nbroda@digitalfirstmedia.com,, @NatalieBroda on Twitter 

Tuesday, May 30, 2017

Roofing materials meant for construction at Pontiac Middle 
School were set on fire over the weekend and Oakland 
County sheriff’s office is now calling the incident an arson. 

Pallets of tapered insulation were set ablaze behind Pontiac 
High School, 1051 Arlene Ave., in the early morning hours 
of Saturday, May 27, when a passerby noticed smoke rising 
from behind the building, according to the Waterford 
Regional Fire Department. Crews were on scene from about 

3:30 to 8 a.m. containing the fire, which left piles of burned material on site. No damage was done to 
the schools and no injuries were reported. 

About 25 percent of the roofing materials was lost and will need to be replaced, said Latoya Smith, 
director of communications for Pontiac Schools. The cost of those materials is still unknown, with 
rough estimates reaching into the millions. The district is still in talks with its insurance provider 
about covering the loss. 

There are currently no suspects and the fire is still under investigation. 
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Gestamp to open new R&D center, adding jobs in Auburn Hills

Tuesday, May 30, 2017

Troy-based Gestamp North America is opening a new state-
of-the-art R&D facility in Auburn Hills with plans to add 
64 new jobs. The company specializes in the design, 
development and manufacturing of metal components for 
the automotive industry. Gestamp has three metal stamping 
plants in Michigan. The new facility, at 1600 Harmon 
Road, Auburn Hills, will house robotic prototype assembly 
cells and the ability to conduct vehicle crash simulations 
and more. Gestamp North America is a subsidiary of 
Gestamp Automoción, which is headquartered in Madrid, 
Spain. In the U.S., Gestamp currently operates eight 

production plants in five states and recently celebrated its 100th plant worldwide, opening a stamping 
facility in Chattanooga, Tennessee. For more information, visit gestamp.com.

— Kathy Blake, The Oakland Press
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Hello Kitty Cafe Truck stop planned for Auburn Hills

By Natalie Broda, nbroda@digitalfirstmedia.com,, @NatalieBroda on Twitter 

Tuesday, May 23, 2017

Fans of the popular Hello Kitty brand will have a chance to 
see its festival truck up close as it makes its first ever metro 
Detroit appearance at Great Lakes Crossing Outlets. 

The Hello Kitty Cafe Truck, touring events and festivals 
since 2014, will be parked from 10 a.m. to 8 p.m. on 
Saturday, May 27, in district seven at the mall adjacent to 
AMC Theatre. 

The truck will sell specialty Hello Kitty brand items such 
as: 

• A rainbow macaron box set with a surprise Sanrio character design 

• A three-piece cookie set 

• Mini cakes and bow-shaped bottles of water 

• Mugs and apparel 
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Hutchinson to build new HQ in Auburn Hills

By Natalie Broda, nbroda@digitalfirstmedia.com,, @NatalieBroda on Twitter 

Wednesday, May 24, 2017

Another new North American headquarters for a global 
company is under construction in Auburn Hills. 

Hutchinson, an automotive, aerospace and defense 
company, is planning to invest $8 million into the a 60,502 
square foot corporate office building in the Oakland 
Technology Park, just south of University Drive, according 
to the Auburn Hills development blog. 

Hutchinson, based in France, opened its first Auburn Hills 
location in 2000 at 1060 Centre Road. About 225 people will work at the new office, for which there 
is a 15-year lease.

Construction is underway with tree clearing taking place this week. Mass grading will be the next 
step, whole the structure itself should start to go up in August. The new headquarters is expected to be 
completed by June of 2018.
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Incoe Corp. to build new $20 million global headquarters in Auburn Hills

By Natalie Broda, nbroda@digitalfirstmedia.com, @NatalieBroda on Twitter 

Thursday, June 1, 2017

Incoe Corp., a plastics technology company, has announced 
plans to build a new headquarters in Oakland Technology 
Park in Auburn Hills. 

The new facility will be a approximately 135,000 square-
feet with an investment of $20 million, according to a 
release. Incoe Corp. is currently located in Troy. 

Construction is expected to be complete by next summer. 
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Oakland Community College Chancellor Dr. Tim Meyer out after nine years

By Mark Cavitt, mcavitt@digitalfirstmedia.com,, @MarkCavitt on Twitter 

Thursday, May 18, 2017

Dr. Tim Meyer’s time as chancellor of Oakland Community 
College has come to an end after nine years. 

The college’s board of trustees voted Tuesday night to oust 
Meyer. Peter Provenzano, vice chancellor of administrative 
services, has been named interim chancellor. No search is 
currently underway for Meyer’s permanent 
replacement.RELATED: Dr. Tim Meyer considers school 
top supplier of workforce talent

According to Bridget Kavanaugh, OCC director of 
marketing and community relations, Meyer is still employed by the college.

“We are not at liberty to provide any additional information regarding this personnel matter,” said 
Kavanaugh. “The board’s vision and direction for the institution now shifts the responsibilities of the 
Office of Chancellor to Mr. Provenzano.”

Provenzano said he is both privileged and humbled to work with the board and administrative leaders. 

“Our faculty and staff are outstanding and their commitment to the success of our students is 
unmatched,” said Provenzano.

Board of Trustees President John McCulloch said he’s looking forward to working with Provenzano 
and the college community during this transition. “The board remains steadfast in its commitment to 
students, faculty, staff and community,” said MCulloch. 

Prior to joining OCC, Provenzano was chief financial officer for Macomb County, which has 2,500 
employees and serves 850,000 residents. He has more than 20 years of managerial and accounting 
experience in private and public sectors, serving as a key member of executive leadership teams 

Just last week, Meyer delivered his 2017 State of the College Address to both the county board of 
commissioners as well as community partners and faculty. 

In 2014, Meyer received a vote of no confidence from The Oakland Community College Faculty 
Association, a faculty union, which represents a majority of the school’s full-time faculty. Meyer was 
the first chancellor in OCC’s history to receive that vote.
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Concerns about ongoing reorganization at OCC, which began in January 2013 under Meyer, brought 
about the opposition vote.
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Oakland University to launch master’s in systems engineering

By Natalie Broda, nbroda@digitalfirstmedia.com,, @NatalieBroda on Twitter 

Friday, May 19, 2017

In order to keep up with industry demand for skilled 
workers who can understand advanced technological 
systems, Oakland University is adding a master’s in 
systems engineering degree to its roster. 

Housed under the department of industrial and systems 
engineering, the program will look to train students on not 
just learning specific systems, but figuring out how they all 
coincide together. The program is open to engineers from 
any field, including electrical, computer and mechanical 
engineering, according to a release. 

“With the rapid advances in connected and autonomous vehicles, the need for skilled systems 
engineers is unprecedented,” Tracey Stanyer, senior systems engineer at ESG Automotive Inc., said in 
a statement. “Graduates with the skill set to synthesize across engineering disciplines and guide the 
overall engineering process will have employers beating down their door with job offers.”

Between 2016 and 2026, there will be an estimated 1,388 annual job openings for systems engineers, 
according to a Connected Mobility Industry’s Skills Needs Assessment Project report from March. 

“Where other engineering disciplines concentrate on the specifics of a system, systems engineers 
focus on the integration of all of these aspects into a coherent and effective system,” Vijit Pandey, 
Ph.D., an assistant professor in the industrial and systems engineering department said. 

Due to the flexible course schedule, students interested can enroll in the program any time of year, 
with class sessions beginning in September, January and May. 

“Many engineers working full-time will enroll in the Systems Engineering M.S. program on a part-
time basis since all courses are offered in the evening, and some courses are also available online,” 
Robert Van Til, Ph.D., chair and Pawley professor of lean studies in the industrial and systems 
engineering department said. 
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Palace of Auburn Hills could be rezoned as tech and research district

By Natalie Broda, nbroda@digitalfirstmedia.com,, @NatalieBroda on Twitter 

Thursday, May 25, 2017

The 109-acres which make up the The Palace of Auburn 
Hills site could be rezoned as a technology and research 
district, should the city’s planning commission and city 
council approve the plan. 

According to a release from Auburn Hills, the city has been 
in talks with Palace Sports & Entertainment to craft a 
rezoning request for the site in order to help facilitate future 
development of the property. The announcement last fall 
that the Detroit Pistons would be moving to the new Little 
Caesars Arena in downtown Detroit for the 2017/2018 

season has raised questions of if the entertainment arena can remain viable without a professional 
sports team. 

RELATED: What happens to The Palace without Pistons?

No decision has been made yet as to what will happen with The Palace, said Kevin Grigg, vice 
president of public relations for Palace Sports & Entertainment. 

“We’re looking at all of our options and what you see with looking at rezoning the property is simply 
that it increases our optionality for the venue moving forward,” Grigg said. 

When asked how long it might take for Palace Sports & Entertainment to know whether or not the 
arena can continue on without the Pistons, Grigg stated there was no timetable currently. 

The team’s practice facility and the executive offices at The Palace will remain open for at least one 
more season while the new practice facility in Detroit is still in the works. 

Six acres of the property are already zoned as a technology and research district, while the rest of the 
site is currently zoned as a general industrial district. An amendment will be presented with the 
rezoning request to allow The Palace to continue operation under the new zoning. 

The decision to rezone the site as technology and research falls in line with the current market of 
Auburn Hills, with 83 percent of its tax base coming from non-residential property owners. The 
potential redevelopment of The Palace property would likely draw interest from companies looking to 
build facilities or a headquarters. A 2015 industrial analysis of the city showed that there were only 56 
vacant industrial properties available, or, 525 acres left in the city. 
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“The recommendation of the T&R zoning came as a result of an internal site redevelopment analysis 
involving various city staff members, led by Director of Community Development Steve Cohen,” 
Tom Tanghe, city manager of Auburn Hills said in a statement. “The study produced a two-pronged 
approach; one being more of a ‘wish list’ for the redevelopment of the property and the other 
recommending what we are best known for -- uses that are typically categorized as research and 
development or advanced manufacturing. The latter of the two is a natural for us.” 

What exactly was on the “wish list” is yet to be seen. A call placed to Auburn Hills for comment was 
not immediately returned. 

The rezoning request is expected to go before the city’s planning commission on Wednesday, June 
14. Should it pass through, the Auburn Hills City Council will have a chance to approve the request 
on Monday, June 26. 
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Summer concerts at Riverside Park return to Auburn Hills

By Natalie Broda, nbroda@digitalfirstmedia.com,, @NatalieBroda on Twitter 

Thursday, June 1, 2017

Free Friday night concerts at Riverside Park are back again 
this year for the 2017 Auburn Hills Summer Music Series. 

Sponsored by the city, the concerts take place from 7 to 
8:30 p.m. most Fridays of the summer until Friday, Aug. 
18. Some picnic table space is available at the park, located 
at 3311 Squirrel Ct. in Auburn Hills, but lawn chairs and 
blankets are recommended. 

Check out a list of all this summer’s performances: 

• June 2 - Bugs Beddow & the Good Stuff (Rock & Soul)

• June 9 - Plan B (Classic & Modern Rock)

• June 16 - The Millionaires (Swing & Big Band)

• June 23 & 24 - Summerfest with live music both days

• July 7 - Joey Vee (Country)

• July 14 - Toppermost (Beatles Tribute)

• July 21 - Big Will & 360 Band (Top 40)

• July 28 - Weekend Comeback (Variety)

• August 4 - Marley-ritaville (Jimmy Buffett & The Beach Boys)

• August 11 - Merge (Oldies & Top 40)

• August 18 - The Classics (‘30s - ‘90s)
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U.S. says Fiat Chrysler used software to beat emissions tests

By TOM KRISHER, AP Auto Writer 

Tuesday, May 23, 2017

DETROIT (AP) — The U.S. government is suing Fiat 
Chrysler, alleging that some of its diesel pickup trucks and 
Jeep SUVs cheat on emissions tests.

The lawsuit filed Tuesday by the Justice Department marks 
the second time the government has gone after an 
automaker alleging use of software on diesel engines that 
allows them to emit more pollution on the road than during 
Environmental Protection Agency lab testing.
Last year, the government accused Volkswagen of cheating 

on tests, and the company ended up pleading guilty to criminal charges in a scandal that cost VW 
more than $20 billion in the U.S. alone.
In the latest case, the government alleges that FCA put eight "software-based features" on diesel 
engines in nearly 104,000 Ram pickups and Jeep Grand Cherokees from the 2014 to 2016 model 
years. The software allowed the vehicles to emit fewer pollutants during lab tests by Environmental 
Protection Agency than during normal driving conditions.
The 3-liter FCA diesels emit nitrogen oxide at a much higher rate than allowed under federal laws 
when on the road, the EPA said in a statement. The company failed to disclose the software during the 
process to become certified so the vehicles can be sold, according to the EPA. The agency called the 
software a "defeat device" that changes the way the vehicles perform on treadmill tests in a 
laboratory.
"Each of these vehicles differs materially from the specifications provided to EPA in the certification 
applications," the statement said. "Thus the cars are uncertified, in violation of the Clean Air Act."
In the lawsuit filed in Detroit federal court, the government seeks civil fines that could total over $4 
billion, as well as court orders stopping the company from making or selling vehicles with 
undisclosed software.
The Italian-American automaker said in a statement Tuesday that it is disappointed that the lawsuit 
was filed because it has been working with the EPA for months to clarify pollution control issues. 
FCA has contended that unlike VW, it did not install the software with intent to cheat on tests.
"The company intends to defend itself vigorously, particularly against any claims that the company 
engaged in any deliberate scheme to install defeat devices to cheat U.S. emissions tests."
The EPA issued a "notice of violation" against FCA, exposing the software in January. At the time, 
FCA CEO Sergio Marchionne denied any wrongdoing and said the agency was blowing the issue out 
of proportion.
The EPA and the California Air Resources Board still are discussing with FCA ways to make the 
vehicles comply with federal and California pollution laws. FCA says it still hopes to resolve the 
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matter in negotiations.
"The nature and timing of any resolution of this issue are uncertain," the EPA statement said.
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