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Independent Auditor's Report
December 21, 2018
To the Honorable Mayor and Members of the City Council
City of Clawson, Michigan
Report on the Financial Statements
We have audited the accompanying financial statements of the governmental activities, the businesstype activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of Clawson, Michigan, as of and for the year ended
June 30, 2018, and the related notes to the financial statements, which collectively comprise the City’s
basic financial statements as listed in the table of contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.
Auditor’s Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America, and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.
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Mayor and Members of the City Council
City of Clawson, Michigan
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 Clawson, Michigan, as of June 30, 2018, and the respective changes in financial position
and, where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.
Emphasis of Matter
As discussed in the footnotes to the basic financial statements, in fiscal year 2018, the City adopted the
new accounting guidance of Governmental Accounting Standards Board Statement No. 75, Accounting
and Financial Reporting for Postemployment Benefits Other Than Pensions (OPEB). As a result of
implementing this pronouncement, the City’s net OPEB liability has been recognized on the governmentwide statements and as discussed in the notes, the 2017 financial statements have been restated. Our
opinions are not modified with respect to this matter.
Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, the defined benefit pension plan information, and the budgetary comparison
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, who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.
Other Information
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Clawson, Michigan’s basic financial statements as a whole. The combining nonmajor
fund financial statements are presented for purposes of additional analysis and are not a required part of
the basic financial statements.
The combining non-major fund financial statements are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing and reconciling
information directly to underlying accounting and other records used to prepare the financial statements
or the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly
stated in all material respects in relation to the basic financial statements as a whole.
Respectfully,

PSLZ LLP
Certified Public Accountants

Plymouth, Michigan
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Management’s Discussion and Analysis
As management of the City of Clawson, we offer readers of the City of Clawson’s financial
statements this narrative overview and analysis of the financial activities of the City of Clawson for
the fiscal year ended June 30, 2018.
Financial Highlights
x

The assets of the City of Clawson’s Governmental Activities were exceeded by its liabilities at
the close of the most recent fiscal year by $28,196,131-deficit in net position-while Business
Type Activities had net position of $10,785,677.

x

As of the close of the current fiscal year, the City of Clawson’s governmental funds reported
combined ending fund balances of $4,370,382, an increase of $1,767,883 in comparison with
the prior year. Approximately 46 percent of this amount, $1,855,153 is available for spending
at the government’s discretion (unrestricted fund balance).

x

The City of Clawson’s total contractual and bonded debt increased by $14,718,674 during
the current fiscal year, due to issuance of 3 new bonds, including $14,340,000 of bonds for
pension funding.

Overview of the Financial Statements
This discussion and analysis is intended to serve as an introduction to the City of Clawson’s basic
financial statements. The City of Clawson’s basic financial statements are comprised of three
components: 1) government-wide financial statements, 2) fund financial statements, and 3) notes
to the financial statements. This report contains other supplementary information in addition to the
basic financial statements themselves.
Government-wide financial statements. The government-wide financial statements are designed to
provide readers with a broad overview of the City of Clawson’s finances, in a manner similar to a
private-sector business.
The statement of net position presents information on all of the City of Clawson’s assets and liabilities,
with the difference between the two reported as net position. Over time, increases or decreases in
net position may serve as a useful indicator of whether the financial position of the City of Clawson
is improving or deteriorating.
The statement of activities presents information showing how the City’s net position changed during
the most recent fiscal year. All changes in net position are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in future fiscal
periods (e.g., uncollected taxes and earned, but unused, leave time).
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Both of the government-wide financial statements distinguish functions of the City of Clawson that
are principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs through user
fees and charges (business-type activities). The governmental activities of the City of Clawson
include general government, public safety, highways and streets, sanitation, and culture and
recreation. The business-type activities of the City of Clawson include the water and sewer system
and senior citizen housing.
The government-wide financial statements include not only the City of Clawson itself (known as the
primary government), but also a legally separate downtown development authority for which the
City of Clawson is financially accountable. Financial information for this component unit is reported
separately from the financial information presented for the primary government itself.
The government-wide financial statements can be found on pages 10-12 of this report.
Fund financial statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The City of Clawson,
like other state and local governments, used fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the City of Clawson can be
divided into three categories: governmental funds, proprietary funds, and fiduciary funds.
Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike
the government-wide financial statements, governmental fund financial statements focus on nearterm inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating a government’s
near-term financing requirements.
Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balance provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.
The City of Clawson maintains 11 individual governmental funds. Information is presented separately
in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balance for the General Fund, the G.O. bond debt service fund,
and the Pension bond debt service fund, which are considered to be major funds. Data from the
other governmental funds are combined into a single, aggregated presentation. Individual fund
data for each of these non-major governmental funds is provided in the form of combining
statements elsewhere in this report.
A budgetary comparison statement has been provided for the general fund to demonstrate
compliance with the annual appropriated budget.
Proprietary funds. The City of Clawson maintains two different types of proprietary funds. Enterprise
funds are used to report the same functions presented as business-type activities in the governmentwide financial statements. The City of Clawson used enterprise funds to account for its water and
sewer system and for its senior citizen housing. Internal service funds are an accounting device used
to accumulate and allocate costs internally among the City of Clawson’s various functions. The City
of Clawson uses an internal service fund to account for its fleet of vehicles. Because both of these
services predominantly benefit governmental rather than business-type functions, they have been
included within governmental activities in the government-wide financial statements.
Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate
4

information for the water and sewer system and for senior citizen housing, the first of which is
considered to be a major fund of the City of Clawson.
Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the government-wide financial
statement because the resources of those funds are not available to support the City of Clawson’s
own programs. The accounting used for fiduciary funds is much like that used for proprietary funds.
Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.
Other information. In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information concerning the City of Clawson’s progress
in funding its obligation to provide pension benefits to its employees. This information can be found
on pages 56-61 of this report.
The combining statements referred to earlier in connection with the non-major governmental funds
are presented immediately following the required supplementary information. Combining and
individual fund statements and schedules can be found on pages 62-65 of this report.
Government-wide Financial Analysis
As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. In the case of the City of Clawson, the combined net position was $(17,410,454) at the
close of the most recent fiscal year.
By far the largest portion of the City of Clawson’s net position ($18,996,978) reflects its investment in
capital assets (e.g., land, buildings, vehicles, office equipment, furniture, and other equipment); less
any related debt used to acquire those assets that are still outstanding. The City of Clawson used
these capital assets to provide services to citizens; consequently, these assets are not available for
future spending. Although the City of Clawson’s investment in its capital assets is reported net of
related debt, it should be noted that the resources needed to repay these debts must be provided
from other sources, since the capital assets themselves cannot be used to liquidate these liabilities.
City of Claw son's Net Position

Current & other assets
Capital Assets
Total Assets
Deferrred Outflow s
Long-term liabilities
Other liabilities
Total Liabilities
Deferrred Inflow s
Net Position:
Net Investment
in capital assets
Restricted
Unrestricted (Deficit)
Total Net Position

Governmental Activities
2018
2017*
$ 5,853,411
$ 3,934,171
32,325,073
32,550,275
38,178,484
36,484,446

Business-type Activities
2018
2017*
$ 3,005,913
$ 2,840,239
13,904,106
14,328,457
16,910,019
17,168,696

Total
2018
2017*
$ 8,859,324
$ 6,774,410
46,229,179
46,878,732
55,088,503
53,653,142

2,400,406

1,862,175

-

-

2,400,406

1,862,175

65,797,151
1,819,600
67,616,751

40,552,181
1,256,167
41,808,348

5,745,421
378,921
6,124,342

6,446,226
381,089
6,827,315

71,542,572
2,198,521
73,741,093

46,998,407
1,637,256
48,635,663

1,158,270

641,736

-

-

1,158,270

641,736

8,344,380
665,330
1,775,967
$ 10,785,677

8,069,594
527,130
1,744,657
$ 10,341,381

10,652,598
2,023,035
(40,871,764)
$ (28,196,131)

10,132,537
673,599
(14,909,599)
$ (4,103,463)

18,996,978
2,688,365
(39,095,797)
$ (17,410,454)

* GASB Statement No. 75 was implemented by the City in fiscal year 2018. Fiscal year 2017 amounts shown hav e not
been modified to reflect the retroactiv e application of the change.
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18,202,131
1,200,729
(13,164,942)
$ 6,237,918

During the current fiscal year, net position decreased by $13,351,405, which represents and increase
of $988,595 in net position less the pension bond debt of $14,340,000 issued in the current year.
Governmental activities.
City of Clawson – Changes in Net Position
Gov ernmental Activ ities
2018

Business-type Activ ities

Totals

2017*

2018

2017*

2018

2017*

1,287,375

$ 1,202,230

$ 4,926,077

$ 4,855,572

6,213,452

$ 6,057,802

1,130,474

909,935

-

-

1,130,474

909,935

86,653

32,242

-

-

86,653

32,242

Property Taxes

8,295,928

8,288,673

643,104

646,423

8,939,032

8,935,096

S tate S hared Rev enues

1,285,996

1,161,780

-

-

1,285,996

1,161,780

222,654

240,544

-

-

222,654

240,544

51,380

23,938

14,892

2,002

66,272

25,940

-

-

-

-

-

-

12,360,460

11,859,342

5,584,073

5,503,997

17,944,533

17,363,339

Program Rev enues:
Charges for S erv ices
Operating Grants & Contrib.
Capital Grants & Contrib.

$

$

General Rev enues:

Franchise Fees
Inv estment Earnings
Gain(Loss) on S ale of Assets
Total Rev enues
Program Expenses:
General Gov ernment

16,804,322

3,784,932

-

-

16,804,322

3,784,932

Public S afety

3,284,755

2,540,603

-

-

3,284,755

2,540,603

Public W orks

3,009,758

2,491,660

-

-

3,009,758

2,491,660

S anitation

1,002,889

1,018,396

-

-

1,002,889

1,018,396

144,134

149,794

-

-

144,134

149,794

1,213,976

1,160,802

-

-

1,213,976

1,160,802

801,327

702,075

-

-

801,327

702,075

-

-

5,028,555

4,883,293

5,028,555

4,883,293

Health and W elfare
Recreation and Cultural
Interest on Long-Term Debt
W ater and S ewer
S enior Housing
Total Expenses

-

-

71,222

60,038

71,222

60,038

26,261,161

11,848,262

5,099,777

4,943,331

31,360,938

16,791,593

11,080

484,296

560,666

(40,000)

(30,000)

Change in Net Position
before Transfers

(13,900,701)

Transfers

40,000

30,000

Transfers-Component Unit

65,000

58,250

Change in Net Position

$ (13,795,701)

$

99,330

$

444,296

$

530,666

(13,416,405)

571,746

-

-

65,000

58,250

$ (13,351,405)

$

629,996

*GAS B S tatement No. 75 was implemented by the City in fiscal year 2018. Fiscal year 2017 amounts shown hav e not
been modified to reflect the retroactiv e application of the change.
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Business-type activities. Business-type activities increased the City of Clawson’s net position by
$444,296, as compared to a $530,666 increase in the prior year. Key elements of this increase include
that the City increased the water and sewer consumption rate for the year and we had a slight
increase in the combined fixed rate. The SRF sewer rehabilitation and repair charge is a fixed cost
charged and repaid through the water and sewer system. The consumption rate for water went up
slightly and the sewer rate also increased during the fiscal year. The fixed rate costs went up slightly
due to an increase in fixed system costs.
Financial Analysis of the Government’s Funds
As noted earlier, the City of Clawson used fund accounting to ensure and demonstrate compliance
with finance-related legal requirements.
Governmental funds. The focus of the City of Clawson’s governmental funds is to provide information
on near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the City of Clawson’s financing requirements. In particular, unreserved fund balance may
serve as a useful measure of a government’s net resources available for spending at the end of the
fiscal year.
As of the end of the current fiscal year, the City of Clawson’s governmental funds reported
combined ending fund balances of $4,370,382, an increase of $1,767,883 over the prior year. The
general fund is the chief operating fund of the City of Clawson. At the end of the current fiscal year,
unrestricted fund balance of the general fund was $1,855,153, while total fund balance is $2,080,996.
As a measure of the general fund's liquidity, it may be useful to compare both unrestricted fund
balance and total fund balance to total fund expenditures. Unrestricted fund balance represents
22 percent of total general fund expenditures, while total fund balance represents 25 percent of
that same amount.
The fund balance of the City of Clawson’s general fund increased by $61,917 during the current
fiscal year.
Proprietary funds. The City of Clawson’s proprietary funds provide the same type of information
found in the government-wide financial statements, but in more detail. Unrestricted net position of
the Water and Sewer Fund at the end of the year amounted to $1,662,527 and $113,440 for the
Senior Housing Fund. The Water and Sewer Fund increased net position by $472,285 and the Senior
Housing Fund had a decrease in net position of $27,989. Other factors concerning the finances of
these two funds have already been addressed in the discussion of the City of Clawson’s businesstype activities.
General Fund Budgetary Highlights
During fiscal year 2018, the General Fund original budgeted revenues were increased by $28,000 for
state shared revenue and $15,000 for interest earnings. General Fund original budgeted
expenditures were increased by $76,000 for retiree health insurance and $574,960 for fire capital
outlay to purchase a new fire truck.
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Capital Asset and Debt Administration
Capital assets. The City of Clawson’s investment in capital assets for its governmental and business
type activities as of June 30, 2018, amounts to $39,225,301 in tangible assets, and $7,003,878 in
intangible assets. (net of accumulated depreciation and amortization). This investment in capital
assets includes land, buildings and system improvements, vehicles, equipment, park facilities,
intangible assets and streets.
Major capital asset events during the current fiscal year included the purchase of a new fire truck
and front end loader. Also, park improvements and sidewalk construction.
Long-term debt. At the end of the current fiscal year, the City of Clawson had total bonded and
contractual debt outstanding of $42,903,340. During fiscal year 2018, the City issued bonds for street
improvements ($775,000), sidewalk construction ($1,275,000), and pension obligation bonds
($14,340,000). The City also paid down $2,386,236 of debt principal during fiscal year 2018. All of the
City of Clawson’s debt represents general obligation debt backed by the full faith and credit of the
City of Clawson. Additional information on the City of Clawson’s long-term debt can be found in
note III. E. on pages 35-36 of this report.
Economic Factors and Next Year’s Budgets and Rates
Our combined operating millage rates will allow us to continue to provide the services that our
residents have grown accustomed to. The Headlee Amendment rolls back our millage rate to act
as an inflationary barrier, while our assessments are limited by state law to inflationary gains. It is
unfortunate that the gains in home values only allow for a minor increase in property tax revenue
due to the low rate of inflation. As home values continue to rise, we continue to see small increases
in property tax revenues. These small increases will only offset small increases in expenses.
Although our total debt burden remains high, we remain diligent in fixing the problems in Clawson
that are long overdue for repair. We continue to get closer to the date that we will start to see some
of this debt paid off beginning in the year 2020. The tremendous support of this community remains
the catalyst to fixing the problems that need fixing.
Within a solid financial forecast, we have been able to make increases in wages near the rate of
inflation each year. A higher cost year for health care will make it difficult to increase wages in future
years beyond the rate of inflation. Our employees continue to take on additional costs for health
care with high deductible plans and partial self-insurance. This has helped us tremendously in our
annual budget while keeping the costs manageable to sustain us for the future. We will continue to
adjust our health care plans to provide quality health care, while keeping the costs sustainable into
the future for both our active and our eligible retired employees.
The pension obligation bonds are pivotal to our next ten year forecast. We will continue to look for
cost-saving ideas wherever possible. A big part of our current savings is from a 10% wage reduction
by all of our full-time employees in 2011. In order to continue those savings, we plan to maintain a
36-hour work week, which continues to provide significant cost savings as it has over the past six
years.
We plan to continue in the 2018-2019 fiscal year our infrastructure improvements using both our
annual receipts and some of our reserves. A Sidewalk Bond was approved by the voters in
November of 2017. Bonds will be sold in two installments totaling $2.125 million to complete the
sidewalk replacement program throughout the entire City. The first installment was in 2018 in the
amount of $1,275,000.
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Requests for Information
This financial report is designed to provide a general overview of the City of Clawson’s finances for
all those with an interest in the government’s finances. Questions should be addressed to the Office
of the City Manager, City of Clawson, 425 N. Main Street, Clawson, Michigan 48017-1555.
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$PRXQWVUHSRUWHGIRUJRYHUQPHQWDODFWLYLWLHVLQWKHVWDWHPHQWRIQHWSRVLWLRQDUHGLIIHUHQWEHFDXVH
&DSLWDO$VVHWVXVHGLQJRYHUQPHQWDODFWLYLWLHVDUHQRWILQDQFLDOUHVRXUFHVDQGWKHUHIRUHQRW
UHSRUWHGLQWKHIXQGV
2WKHUSRVWHPSOR\PHQWEHQHILWREOLJDWLRQVDUHQRWUHSRUWHGLQWKHIXQGV
,QWHUQDO6HUYLFH)XQGVDUHXVHGE\PDQDJHPHQWWRFKDUJHWKHFRVWVRIPRWRUSRROWR
LQGLYLGXDOIXQGV7KHDVVHWVDQGOLDELOLWLHVRIWKHLQWHUQDOVHUYLFHIXQGVDUHLQFOXGHGLQ
JRYHUQPHQWDODFWLYLWLHVLQWKHVWDWHPHQWRIQHWSRVLWLRQ
,%15/LDELOLWLHVDUHQRWUHSRUWHGLQWKHIXQGV
/RQJWHUPOLDELOLWLHVLQFOXGLQJERQGVSD\DEOHDUHQRWGXHDQGSD\DEOHLQWKHFXUUHQWSHULRG
DQGWKHUHIRUHDUHQRWUHSRUWHGLQWKHIXQGV
%RQGHG'HEWDQG$FW,QVWDOOPHQW1RWHV3D\DEOH
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0(56'HILQHG%HQHILW3ODQ
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RI*RYHUQPHQWDO)XQGVWRWKH6WDWHPHQWRI$FWLYLWLHV
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$PRXQWVUHSRUWHGIRUJRYHUQPHQWDODFWLYLWLHVLQWKHVWDWHPHQWRIDFWLYLWLHVDUHGLIIHUHQWEHFDXVH
1HWFKDQJHLQIXQGEDODQFHWRWDOJRYHUQPHQWDOIXQGV





*RYHUQPHQWDO IXQGV UHSRUW FDSLWDO RXWOD\V DV H[SHQGLWXUHV +RZHYHU LQ WKH
VWDWHPHQW RI DFWLYLWLHV WKH FRVW RI WKRVH DVVHWV LV DOORFDWHG RYHU WKHLU HVWLPDWHG
XVHIXO OLYHV DQG UHSRUWHG DV GHSUHFLDWLRQ H[SHQVH 7KLV LV WKH DPRXQW E\ ZKLFK
FDSLWDORXWOD\VH[FHHGHGGHSUHFLDWLRQH[SHQVHLQWKHFXUUHQWSHULRG
&DSLWDO2XWOD\([SHQGLWXUHV
'HSUHFLDWLRQ([SHQVH







7KH QHW LQFUHDVH LQ RWKHU SRVW HPSOR\PHQW EHQHILW REOLJDWLRQV 23(% DQG ,%15
GRHVQRWUHTXLUHFXUUHQWUHVRXUFHVDQGDUHQRWLQFOXGHGLQJRYHUQPHQWDOIXQGV



7KH LVVXDQFH RI ORQJWHUP GHEW HJ ERQGV OHDVHV SURYLGHV FXUUHQW ILQDQFLDO
UHVRXUFHV WR JRYHUQPHQWDO IXQGV ZKLOH WKH UHSD\PHQW RI WKH SULQFLSDO RI ORQJ
WHUP GHEW FRQVXPHV WKH FXUUHQW ILQDQFLDO UHVRXUFHV RI JRYHUQPHQWDO IXQGV
1HLWKHU WUDQVDFWLRQ KRZHYHU KDV DQ\ HIIHFW RQ QHW SRVLWLRQ $OVR JRYHUQPHQWDO
IXQGV UHSRUW WKH HIIHFW RI LVVXDQFH FRVWV SUHPLXPV GLVFRXQWV DQG VLPLODU LWHPV
ZKHQ GHEW LV ILUVW LVVXHG ZKHUHDV WKHVH DPRXQWV DUH GHIHUUHG DQG DPRUWL]HG LQ
WKH VWDWHPHQW RI DFWLYLWLHV 7KLV DPRXQW LV WKH QHW HIIHFW RI WKHVH GLIIHUHQFHV LQ
WKHWUHDWPHQWRIORQJWHUPGHEWDQGUHODWHGLWHPV
,VVXDQFHRI/RQJ7HUP'HEW
3ULQFLSDO3D\PHQWVRQ/RQJ7HUP%RQGVDQG1RWHV
3ULQFLSDO3D\PHQWVRQ/RQJ7HUP%RQGV''$
$PRUWL]DWLRQRI%RQG3UHPLXP
'HFUHDVH ,QFUHDVH LQ&RPSHQVDWHG$EVHQFHV










&KDQJHVLQ1HW3HQVLRQ/LDELOLW\'R1RW5HTXLUH&XUUHQW5HVRXUFHV
,QFUHDVH 'HFUHDVHLQ1HW3HQVLRQ/LDELOLW\0(56'HILQHG%HQHILW3ODQ
,QFUHDVH 'HFUHDVHLQ1HW3HQVLRQ/LDELOLW\)LUH'HSDUWPHQW'HILQHG%HQHILW3ODQ
,QWHUQDO VHUYLFH IXQGV DUH XVHG E\ PDQDJHPHQW WR FKDUJH WKH FRVWV RI IOHHW
PDQDJHPHQW DQG PDQDJHPHQW LQIRUPDWLRQ V\VWHPV WR LQGLYLGXDO IXQGV 7KH QHW
UHYHQXH ORVV RI FHUWDLQ DFWLYLWLHV RI LQWHUQDO VHUYLFH IXQGV LV UHSRUWHG ZLWK
JRYHUQPHQWDODFWLYLWLHV

&KDQJHLQQHWSRVLWLRQLQJRYHUQPHQWDODFWLYLWLHV
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7RWDO/LDELOLWLHVDQG1HW3RVLWLRQ
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)LQDQFLQJ$FWLYLWLHV

 
 
 
 

 
 
 
 

 
 
 
 

 
 

 

 

 

 

 

&$6+)/2:6)520,19(67,1*$&7,9,7,(6
,QWHUHVW(DUQHG
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
I.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity
The City of Clawson, Michigan, was established in 1940 and covers an area of
approximately 2.4 square miles. The City operates under an elected Mayor and
City Council, with a full-time City Manager appointed by this body to carry out the
policies that it establishes. Services are provided to approximately 13,000 residents
in the areas of police and fire protection, building code enforcement, refuse
removal, parks and recreation, road construction, street lighting, maintenance,
senior housing and water and sewer.
As required by generally accepted accounting principles, these financial
statements present the City of Clawson and its component units, entities for which
the government is considered to be financially accountable. The discretely
presented component unit is reported in a separate column in the governmentwide financial statements to emphasize that it is legally separate from the
government.
Discretely Presented Component Unit
Downtown Development Authority
The City of Clawson Downtown Development Authority (DDA) was established to
promote economic growth and revitalization of the City's business district. The
DDA Board is appointed by the City Council and the annual operating budget
and any modifications require the approval of the City Council. The DDA has a
June 30 fiscal year end.
B. Government-Wide and Fund Financial Statements
The government-wide financial statements (i.e. the statement of net position and
the statement of changes in net position) report information on all of the
nonfiduciary activities of the primary government and its component units. For the
most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities,
which rely to a significant extent on fees and charges for support. Likewise, the
primary government is reported separately from certain legally separate
component units for which the primary government is financially accountable.
The statement of activities demonstrates the degree to which the direct expenses
of a given function or segment is offset by program revenues. Direct expenses are
those that are clearly identifiable with a specific function or segment. Program
revenues include 1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes
and other items not properly included among program revenues are reported
instead as general revenues.
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
I.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued
B. Government-Wide and Fund Financial Statements – Continued
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.
C. Measurement Focus, Basis of Accounting and Financial Statement Presentation
The government-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting, as are the
proprietary fund and fiduciary fund financial statements. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows. Property taxes are recognized as revenues 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.
Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available if they are collected within 60 days of
the end of the current fiscal period. Expenditures generally are recorded when a
liability is incurred, as under accrual accounting.
However, debt service
expenditures, as well as expenditures related to compensated absences and
claims and judgments, are recorded only when payment is due.
Property taxes, franchise fees, licenses, and interest associated with the current
fiscal period are all considered to be susceptible to accrual and so have been
recognized as revenues of the current fiscal period. Only the portion of special
assessments receivable due within the current fiscal period is considered to be
susceptible to accrual as revenue of the current period. All other revenue items
are considered to be measurable and available only when cash is received by
the City.
Governmental Funds
The City reports the following major governmental funds:
The General Fund is the government's primary operating fund. It accounts for
all financial resources of the general government, except those required to be
accounted for in another fund.
Unlimited Tax General Obligation Debt Service Fund – used to account for
taxes levied to pay Street Debt.
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
I.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued
C. Measurement Focus, Basis of Accounting and Financial Statement Presentation –
Continued
Governmental Funds – Continued
In addition, the City reports on the following fund types:
The Special Revenue Funds account for revenue sources that are legally
restricted to expenditures for specific purposes (not including expendable trusts
or major capital projects).
The Debt Service Funds account for the resources that are legally restricted to
expenditures for principal and interest payments on long-term debt of
governmental funds.
Capital Project Funds are used to account for the proceeds of long-term
borrowings used to fund various projects.
Proprietary Funds
Proprietary funds are accounted for on the flow of economic resources
measurement focus and use the accrual basis of accounting. Under this method,
revenues are recorded when earned and expenses are recorded at the time
liabilities are incurred. Proprietary funds include the following fund types:
Enterprise Funds are used to account for those operations that are financed
and operated in a manner similar to private business or where the City Council
has decided that the determination of revenues earned, costs incurred
and/or net income is necessary for management accountability. The City’s
enterprise funds include the Water and Sewer Fund, which is reported as a
major fund, and the Senior Citizen Housing Fund, which is reported as a
nonmajor fund.
Internal Service Funds account for operations that provide services to other
departments or agencies of the City on a cost reimbursement basis. As these
services predominantly benefit governmental rather than business-type
functions, they have been included within the governmental activities in the
government-wide financial statements.
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
I.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued
C. Measurement Focus, Basis of Accounting and Financial Statement Presentation –
Continued
Fiduciary Funds
Fiduciary Funds account for assets held by the government in a trustee capacity
or as an agent on behalf of others. Fiduciary Funds include the following fund
types:
The Pension Trust Fund accounts for the activities of the Fire Department
Retirement System, which accumulates resources for pension, benefit
payments to qualified fire department employees.
The V.E.B.A. Health Care Trust Fund was established to accumulate
resources for certain post employment benefit payments to qualified
employees.
The Agency Fund is used to account for assets that the government holds
for others in an agency capacity. Agency Funds are custodial in nature
(assets equal liabilities) and do not involve measurement of results of
operations.
As a general rule, the effect of interfund activity has been eliminated from the
government-wide financial statements. Amounts reported as program revenues
include 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. Internally dedicated resources are
reported as general revenues rather than as program revenues. Likewise, general
revenues include all taxes. When both restricted and unrestricted resources are
available for use, it is the government’s policy to use restricted resources first, then
unrestricted resources as needed.
Estimates
The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions
that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
I.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued
D. Assets, Liabilities, and Net Position or Equity
1. Deposits and Investments
The City's cash and cash equivalents are considered to be cash on hand,
demand deposits and short-term investments with original maturities of three
months or less from the date of acquisition. State statutes authorize the City to
invest in obligations of the U.S. Treasury, commercial paper of certain
investment grades, and deposits of Michigan commercial banks. Investments
for the City, as well as for its component units, are recorded at fair value.
2. Receivables and Payables
Activity between funds that are representative of lending/borrowing
arrangements outstanding at the end of the fiscal year are referred to as "due
to/from other funds" (i.e. the current portion of interfund loans) or "advances
to/from other funds" (i.e. non-current portion of interfund loans). Any residual
balances outstanding between the governmental activities and business-type
activities are reported in the government-wide financial statements as “due
to/from other funds”
Advances between funds, as reported in the fund financial statements, are
considered ‘nonspendable’ allocation of fund balance in the applicable
governmental funds to indicate that they are not available for appropriation
and are not expendable available financial resources. All trade and property
tax receivables are shown net of allowance for uncollectible accounts, which
are recorded at $-0- at June 30, 2018.
3. Inventory
Inventories are valued at cost using the first-in/first out (FIFO) method. The costs
of governmental fund-type inventories are recorded as expenditures when
consumed rather than when purchased.
4. Capital Assets
Capital assets, which include property, plant, equipment, and infrastructure
assets (e.g., roads, bridges, sidewalks, and similar items), are reported in the
applicable governmental or business-type activities columns in the
government-wide financial statements. Such assets are recorded at historical
cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at estimated fair market value at the date of
donation. The costs of normal maintenance and repairs that do not add to
the value of the asset or materially extend assets lives are not capitalized.
Major outlays for capital assets and improvements are capitalized as projects
are constructed.
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Notes to Financial Statements
June 30, 2018
I.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued
D. Assets, Liabilities, and Net Position or Equity – Continued
4. Capital Assets – Continued
Interest incurred during the construction phase of capital assets of businesstype activities is included as part of capitalized value of the assets constructed.
Property, plant and equipment of the primary government, as well as the
component units, are depreciated using the straight-line method over the
following estimated useful lives:
Assets
Buildings and Improvements
Infrastructure
Equipment
Vehicles

Years
31
30-50
5-20
5-7

5. Compensated Absences
In accordance with contracts negotiated with the various employee groups of
the City, individual employees have vested rights upon termination of
employment to receive payment for unused vacation and sick leave under
formulas and conditions specified in the contracts. All sick and vacation pay is
accrued when incurred in the government-wide, proprietary, and fiduciary
fund financial statements.
A liability for these amounts is reported in
governmental funds only if they have matured. The long-term portion of
compensated absences related to the governmental funds is a liability
recorded in the statement of net position. This liability is composed of
employees who retire who are paid for fifty to fifty-five percent of unused sick
days upon termination of employment and any unused vacation paid upon
termination of employment.
6. Long-Term Obligations
In the government-wide financial statements, and 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, as well as issuance costs, 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 reported as deferred charges and amortized over the term of the related
debt.
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June 30, 2018
I.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued
D. Assets, Liabilities, and Net Position or Equity – Continued
6. Long-Term Obligations – Continued
Long-term debt is recognized as a liability of a governmental fund when due.
For other long-term obligations, only that portion expected to be financed
from expendable available financial resources is reported as a fund liability of
a governmental fund. The remaining portion of such obligations is reported in
the statement of net position. Long-term liabilities expected to be financed
from proprietary funds are reported as liabilities in those funds.
7. Fund Balance
In accordance with Generally Accepted Accounting Principles, the City’s
fund balance in governmental funds is classified as follows:
x

Non-Spendable – Amounts classified as “non-spendable” include
balances in prepaid insurance and retention ($87,715), which are
deemed “non-spendable,” as they cannot be liquated to spend in the
following year, and the long term advance to the DDA ($45,000).

x

Restricted – Equity in Special Revenue Funds (spendable), Capital
Projects and Debt Service Funds are restricted to those activities by
State law or by resolutions of City Council.

x

Committed Fund Balances – Amounts that have been formally set
aside by City Council for use for a specific purpose. Commitments are
made by resolution of the City Council.

x

Assigned Fund balances are developed by City Administration and
are generally reviewed and approved by City Council. Expenditures
are first applied to “assigned” then to “unassigned” balances.

The City’s fund balance policy states that the general fund must have at least
10% of prior year revenues in ‘unassigned’ fund balance.
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
II. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
A. Budgetary Information
The City is legally subject to the budgetary control requirements of the State of
Michigan P.A. 621 of 1978 (Uniform Budgeting Act). The following is a summary of
the requirements of this act:
a.
b.
c.
d.
e.
f.

Budgets must be adopted for the General and Special Revenue Funds.
Budgets must be balanced.
Budgets must be amended as necessary.
Public hearings must be held prior to adoption.
Expenditures cannot exceed budget appropriations.
Expenditures must be authorized by a budget appropriation prior to being
incurred.

The City follows these procedures in establishing the budgetary data reflected in
these financial statements:
1. The City Charter requires two regular council meetings per month. By the
second meeting in April, a proposed operating budget must be submitted to
the City Council for the fiscal year commencing the following July 1. The
operating budget includes proposed expenditures and means of financing
them for the upcoming year.
2. A public hearing and adoption of the budget is required by the second
meeting in May.
3. On or before June 15, the tax rate must be set and the budget is legally
enacted through passage of a budget resolution (general appropriation act).
4. Formal budgetary integration is employed as a management control device
for the General and Special Revenue Funds. Budgets for these funds are
prepared and adopted on a basis consistent with generally accepted
accounting principles (GAAP). The General Fund and Special Revenue Fund
budgets are adopted at the activity level.
5. Budget appropriations lapse at year end.
6. The City Council may authorize supplemental appropriations (budget
amendments) during the year.
In fiscal year 2018, several budget
amendments were made and are reflected in the financial statements.
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
II. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY – Continued
B. Compliance with P.A. 621 of 1978
1. Excess of Expenditures over Appropriations in Budgetary Funds
The budgets for the General and Special Revenue Funds are adopted at the
activity level; there were no expenditures in excess of budget appropriations.
2. Deficit Fund Balance-There are no City funds in a deficit condition.
C. Public Act 245 of 1999 Compliance
In accordance with the State Construction Code Act, Public Act 245 of 1999, the
City must account for cumulative revenues over or under expenditures generated
by the City’s building department from January 1, 2000 and forward.
The cumulative amounts as of June 30, 2018 are as follows:
Cumulative Balance at June 30, 2017
Fees Collected in Fiscal Year 2018
Expenditures in Fiscal Year 2018
Cumulative Balance at June 30, 2018

$ (2,192,320)
206,660
(317,304)
$ (2,302,964)

III. DETAILED NOTES ON ALL FUNDS
A. Deposits and Investments
Under State law, the City is permitted 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 City 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
mature 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 and V.E.B.A. Health Care Trust Fund are also authorized by
Michigan Public Act 55 of 1982 to invest in certain reverse repurchase agreements,
stocks, diversified investment companies, annuity investment contracts, real estate
leased to public entities, mortgages, real estate, debt or equity of certain small
businesses, certain state and local government obligations and certain other
specified investment vehicles.
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
III. DETAILED NOTES ON ALL FUNDS – Continued
A. Deposits and Investments – Continued
Custodial Credit Risk. In the event of a bank failure, the City’s deposits may not be
recovered. The City’s investment policy requires the Finance Director to consider
custodial credit risk by utilizing F.D.I.C. insurance coverage and collateralization
of deposits. As of June 30, 2018, the City’s book balance of its deposits was
$7,137,864. The bank balance was $6,640,870, which was exposed to custodial
credit risk as follows of which $1,694,444 was insured by F.D.I.C. and $4,946,426 is
collateralized in the City’s name.
A reconciliation of cash for the primary government follows:
Statement of Net Position:
Cash and Cash Equivalents
Restricted Cash
Fiduciary Funds:
Agency Funds
Total

$ 6,287,300
847,295
3,269
$ 7,137,864

Downtown Development Authority

Carrying
Amount
$58,804

Bank
Balance
$58,804

Collateralized in
DDA’s Name
$58,804

Interest Rate Risk. The City’s investment policy does not restrict investment
maturities, other than commercial paper which can only be purchased with a
270-day maturity. At year end, the average maturities of deposits are as follows:
Deposits and Investments

Fair Value

U.S. Government Agencies and Securities:
Federal Farm Credit Banks
$
Federal National Mortgage Assoc.
Federal Home Loan Mortgage
$

170,541
130,404
122,788
423,733

Weighted Average
Maturity
N/A
N/A
N/A

Trust Funds:
Mutual Fund – Bonds
Mutual Funds – Equity

$ 1,266,219
2,407,941
$ 3,674,160

Component Unit:
Checking

$

58,804
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
III. DETAILED NOTES ON ALL FUNDS – Continued
A. Deposits and Investments – Continued
Credit Risk. State law limits investments in commercial paper to the top two ratings
issued by nationally recognized statistical rating organizations. The City has no
investment policy that would further limit its investment choices. As of year end,
the credit quality ratings of debt securities (other than the U.S. government) are as
follows:
Deposits and Investments
Trust Fund:
Mutual Fund – Bonds
Mutual Funds – Equity

Fair Value

Rating

Rating Organization

$ 1,266,219
2,407,941
$ 3,674,160

Not Rated
N/A

N/A

Concentration of Credit Risk. The City places no limit on the amount the City may
invest in any one issuer. The City has more than 5 percent of its investments in the
following:
Trust Fund:
Equities:
Comerica Small Cap Index FD
Comerica Medium Cap Index FD
Comerica S&P Index FD
Investment Manager Focused Int.
Transamerica Int. Equity
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
III. DETAILED NOTES ON ALL FUNDS – Continued
B. Capital Assets
Capital asset activity for the year ended June 30, 2018 was as follows:
Beginning
Balance

Governmental Activities:
Capital Assets, not depreciated:
Land

$

Capital Assets, being depreciated:
Building and Improvements
Machinery and Equipment
Vehicles
Infrastructure
Construction in Progress
Internal Service Fund
Less: Accumulated Depreciation:
Building and Improvements
Machinery and Equipment
Vehicles
Infrastructure
Internal Service Fund
Governmental Activities
Capital Assets, net

$

719,103

Additions

$

-

Deletions

$

- $

10,864,682
1,282,834
2,256,085
26,495,857
3,783,493
2,611,484
47,294,435

54,279
76,689
621,306
310,220
178,453
1,240,947

-

(5,742,378)
(859,042)
(1,410,952)
(5,716,210)
(1,734,681)
(15,463,263)

(444,551)
(66,239)
(61,434)
(789,542)
(104,383)
(1,466,149)

-

32,550,275

$

(225,202) $

Depreciation expense was charged to functions of the primary government
as follows:
General Government
$
224,644
Public Safety
117,806
Public Works
823,360
Recreation and Culture
195,956
Charged through Internal
Service Funds
104,383
$
1,466,149
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Ending
Balance

719,103

-

10,918,961
1,359,523
2,877,391
26,806,077
3,783,493
2,789,937
48,535,382

-

(6,186,929)
(925,281)
(1,472,386)
(6,505,752)
(1,839,064)
(16,929,412)

- $

32,325,073

CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
III. DETAILED NOTES ON ALL FUNDS – Continued
B. Capital Asset - Continued
Beginning
Balance

Business-type Activities:
Capital Assets, not Depreciated:
Land

$

Capital Assets, being Depreciated:
Senior Citizens Housing:
Land Improvements
Buildings-Senior Citizens
Equipment-Senior Citizens

54,028

Additions

$

Ending
Balance

Deletions

-

$

-

$

54,028

59,512
453,278
73,365
586,155

-

-

59,512
453,278
73,365
586,155

52,932
11,432,331
346,070
11,831,333

12,005
12,005

-

52,932
11,432,331
358,075
11,843,338

(43,408)
(263,937)
(63,500)
(370,845)

(1,623)
(12,916)
(1,222)
(15,761)

-

(45,031)
(276,853)
(64,722)
(386,606)

(48,458)
(4,800,039)
(171,996)
(5,020,493)

(129)
(161,893)
(14,172)
(176,194)

-

(48,587)
(4,961,932)
(186,168)
(5,196,687)

$

(179,950) $

-

$

6,900,228

Intangible Assets (Amortized over 40 years)
Investment in Community:
Sanitary/Storm Sewers:
Cost
$ 10,292,223 $
Accumulated Amortization
(3,043,944)
Intangible Assets, net
$
7,248,279 $

- $
(244,401)
(244,401) $

-

$

10,292,223
(3,288,345)
7,003,878

Water & Sewer Fund:
Buildings-Water Sewer
Infrastructure
Equipment

Less: Accumulated Depreciation:
Senior Citizens Housing:
Land Improvements
Buildings-Senior Citizens
Equipment-Senior Citizens
Water & Sewer Fund:
Buildings-Water Sewer
Infrastructure
Equipment

Business Activities
Capital Assets, net

$

7,080,178
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Notes to Financial Statements
June 30, 2018
III. DETAILED NOTES ON ALL FUNDS – Continued
C. Interfund Receivables, Payables and Transfers
There were no interfund accounts receivables and payables at year end-transfers
In and out:
Transfers In
General Fund
Local Street Fund

Transfers Out
Senior Citizen Housing Fund
Major Street Fund

Amount
$
40,000
75,000
$
115,000

Transfers from Major Street Fund to Local Street Fund are
amounts allowable under Act 51 to finance local improvements.
Transfer from Senior Citizen Housing Fund represents the estimated
reimbursements for staff and administrative time.

D. Intangible Assets
The Oakland County Drain Commission has assessed the City of Clawson for the
benefit of utilizing the North Arm Relief Drain and the George W. Kuhn Drain. The
total cost of the North Arm Relief Drain is $14,830,305 of which $2,718,357 (18.3%) is
the City of Clawson’s portion. The total cost to date of the George W. Kuhn Drain
is $119,690,000 of which the City of Clawson’s portion is $7,573,866 (6.32%). The
drains are being amortized over a period of 40 years beginning July 1, 2004.
North Arm Relief Drain
George W. Kuhn Drain
Total

$ 2,718,357
7,573,866
10,292,223

Less: Accumulated Amortization
Net Intangible Assets

3,288,345
$ 7,003,878
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
III. DETAILED NOTES ON ALL FUNDS – Continued
E. Long-Term Debt
The following is a summary of long-term debt transactions of the City for the year
ended June 30, 2018:
Balance
July 1, 2017

Additions

Reductions

Balance

Due Within

June 30, 2018

One Year

Governmental Activities:
G.O. Bonds

$

Act 99 Installment Notes

19,005,000 $

16,390,000

$

(1,305,000) $

34,090,000 $

1,930,000

2,780,803

715,000

(396,700)

3,099,103

377,782

21,785,803

17,105,000

(1,701,700)

37,189,103

2,307,782

$

415,365
22,201,168 $

24,149
17,129,149 $

(1,701,700) $

439,514
37,628,617 $

2,307,782

$

3,109,716 $

- $

(404,704) $

2,705,012 $

421,976

Compensated Absences

Business Type Activites:
G.O. Bonds
SRF Revenue Bonds

2,679,836

-

(135,000)

2,544,836

140,000

609,311

-

(144,922)

464,389

151,510

6,398,863

-

(684,626)

5,714,237

713,486

47,363
6,446,226 $

- $

(1,668)
(686,294) $

45,695
5,759,932 $

713,486

Contract Debt
Compensated Absences
$

The following is a summary of general obligation debt outstanding (excluding
compensated absences) of the City as of June 30, 2018:
Number of
Issues

Interest
Rate

Maturing
Through

Governmental Activities:
General Obligation Bonds
Act 99 Installment Loan
Total Governmental Activities

9
5

2.0%-4.10%
1.91%-2.8%

2034
2028

Business Type Activities:
G.O. Bonds
SRF Revenue Bonds
Contract Debt
Total Business Type Activities

6
1
1

Principal
Outstanding
$
$

2.00-4.70%
2.50%
2.00%-5.00%

2029
2033
2022

$

$
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34,090,000
3,099,103
37,189,103

2,705,012
2,544,836
464,389
5,714,237

CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
III. DETAILED NOTES ON ALL FUNDS – Continued
E. Long-Term Debt – Continued
The annual debt service requirements to maturity for general obligation bonds
outstanding as of June 30, 2018 are as follows (net of interest subsidies discussed
below):
Year Ended
2019
2020
2021
2022
2023
2024-2028
2029-2033
2034

$

$

Governmental Activities
Principal
Interest
2,307,782
$
1,278,635
2,379,344
1,288,767
2,459,176
1,219,139
2,533,943
1,147,601
2,591,346
1,262,052
14,882,512
3,815,069
9,770,000
1,014,620
265,000
9,606
37,189,103
$
11,035,489

$

$

Business Activities
Principal
Interest
713,486
$
130,957
733,186
113,750
748,917
96,149
611,225
79,925
567,510
67,079
1,362,027
183,943
977,886
60,605
5,714,237
$
732,408

Interest Subsidies
The City issued two obligations that are intended to qualify for Federal interest rate
subsidies. The Capital Improvement Bonds, Series 2010, are anticipated to qualify
for the 45% interest rate subsidies under IRC 1400-U2 (Recovery Zone Economic
Development Bonds), while the 2010 Unlimited General Obligation Improvement
bonds, are anticipated to qualify for the 35% interest rate subsidies under IRC 54AA
(Build America Bonds). The 2010 Capital Improvement Bonds were advanced
refunded and are considered retired.
F. Long-Term Advances
At June 30, 2018, the General Fund has an advance to the Downtown
Development Authority in the amount of $45,000. The advance is being repaid
over the next 3 years. Also, the Water & Sewer Fund advanced the Major Street
Fund $400,000 to be repaid over the next 5 years.
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
III. DETAILED NOTES ON ALL FUNDS – Continued
G. Property Taxes
Property taxes are assessed as of each December 31. The City tax levy is billed on
July 1 of the following year, and payable in eight installments through February.
Taxes are considered delinquent on March 1, at which time the applicable
property is subject to lien and penalty and interest is assessed.
The maximum authorized operating levy for the City is 15 mills. The City's tax levy
for the 2017 tax roll is as follows (tax rate per $1,000 of assessed valuation):
General Operating
Refuse
Library
Voted Debt
Voted Operating
Total

10.1982
2.8431
1.2546
7.6500
4.0183
25.9642 mills

IV. OTHER INFORMATION
A. Pension Plans
1. Municipal Employees Retirement System Defined Benefit Plan
a. Plan Description
The City participates in an agent multiple-employer defined benefit
pension plan administered by the Municipal Employees Retirement System
of Michigan (MERS) that covers all full-time employees of the City. MERS
was established as a statewide public employee pension plan by the
Michigan Legislature under PA 135 of 1945 and is administered by a ninemember Retirement Board. MERS issues a publicly available financial
report, which includes the financial statements and required supplemental
information of this defined benefit plan. This report can be obtained at
www.mersofmichigan.com or in writing to MERS at 1134 Municipal Way,
Lansing, Michigan 48917.
Benefits Provided – The Plan provides certain retirement, disability, and
death benefits to plan members and beneficiaries. PA 427 of 1984, as
amended established and amends the benefit provisions of the
participants in MERS. There are three divisions, all closed to new hires.
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
IV. OTHER INFORMATION – continued
A. Pension Plans – Continued
1. Municipal Employees Retirement System Defined Benefit Plan – Continued
a. Employees Covered by Benefit Terms
At the December 31, 2017 measurement date, the following employees
were covered by the benefit terms:
Inactive plan members or beneficiaries currently
Receiving benefits
Inactive plan members entitled to but not
yet receiving benefits
Active plan members

61
3
12

Total employees covered by MERS

76

b. 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, MERS retains an
independent actuary to determine the annual contribution. The employer
is required to contribute amounts at least equal to the actuarially
determined rate, as established by the MERS retirement board. 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.
The
employer may establish contribution rates to be paid by its covered
employees.
Since the plan is closed to new members the city is required to make
contributions in “flat amounts”. During the year the City made required
contributions of $1,313,954. Employees contributed required contributions
of $1,572.
c. Net Pension Liability
The net pension liability reported at June 30, 2017 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.
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
IV. OTHER INFORMATION – Continued
A. Pension Plans – Continued
1. Municipal Employees Retirement System Defined Benefit Plan – Continued
d. Net Pension Liability - Continued
Changes in the net pension liability during the measurement year were as
follows:
Increase (Decrease)
Total Pension
Plan Net
Net Pension
Liability
Position
Liability

Changes in Net Pension Liability
Balance at December 31, 2016

$ 24,393,064

Service Cost
Interest
Contributions-Employer
Contributions-Employee
Net Investment Income
Benefit Payments, including refunds
Other Changes
Difference Between exp. And Actual
Changes in Assumptions
Administrative Expenses
Net Changes
Balance at December 31, 2017

$

9,975,949

-

104,190
1,879,102

(1,912,789)
117,426
-

-

-

-

117,426
20,456
(725,304)

(20,456)
913,233
$ 10,889,182
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14,417,115
104,190
1,879,102
(1,536,516)
(19,333)
(1,290,629)

1,536,516
19,333
1,290,629
(1,912,789)

187,929
$ 24,580,993

$

$

13,691,811

CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
IV. OTHER INFORMATION – continued
A. Pension Plans – Continued
1. Municipal Employees Retirement System Defined Benefit Plan – continued
d. Pension Expense and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to Pensions
At June 30, 2018, the City reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following
sources:

Source
Net difference between projected and actual
earnings on pension plan investments
Differences in Assumptions
Differences in Experience
Employer contributions to the plan subsequent
to the measurement date
Total

Deferred
Outflows of
Resources
$

940,799
736,810
-

Deferred
Inflows of
Resources
$

388,906

656,977
$

2,334,586

$

388,906

e. Pension Expense and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to Pensions – continued
Amounts reported as deferred outflows of resources related to pensions
will be recognized in pension expense as follows:
Years Ending
June 30
2019
2020
2021
2022
2023

$

Amount
423,061
455,689
211,024
150,229
48,700
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
IV. OTHER INFORMATION – continued
A. Pension Plans – Continued
1. Municipal Employees Retirement System Defined Benefit Plan – continued
f. Actuarial Assumptions
The total pension liability in the December 31, 2017 actuarial valuation was
determined using the following actuarial assumptions, applied to all periods
included in the measurement:
Inflation
Salary increases
Investment rate of return

2.50%
3.75%
7.75%

Mortality rates were based on the RP=2014 Healthy Annuitant Mortality
Tables of a 50 percent male and 50 percent female blend with rates
multiplied by105%. For disabled retirees, the 50% Male and 50% Female
blend of the RP- 2014 Disabled Retiree Mortality Tables.
The actuarial assumptions used in the December 31, 2017 valuation were
based on the results of an actuarial experience study in 2015.
g. Discount Rate
The discount rate used to measure the total pension liability was 8.00
percent. The projection of cash flows used to determine the discount rate
assumes that employee contributions will be made at the current
contribution rate and that employer contributions will be made at rates
equal to the difference between actuarially determined contribution rates
and the employee rate.
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
IV. OTHER INFORMATION – continued
A. Pension Plans – Continued
1. Municipal Employees Retirement System Defined Benefit Plan – Continued
h. Projected Cash Flows
Based on those assumptions, the pension plan’s fiduciary net position was
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 to all periods of
projected benefit payments to determine the total pension liability.
The long-term expected rate of return on pension plan investments was
determined using a model 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. The target
allocation and best estimates of arithmetic real rates of return as of
December 31, 2017, the measurement date, for each major asset class are
summarized in the following table:

Asset Class
Global equity
Global fixed income
Real assests
Diversifying strategies

Target
Allocation

Long-term
Expected Real
Rate of Return

58%
20%
12%
10%

5.0%
2.2%
4.2%
6.6%
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
IV. OTHER INFORMATION – continued
A. Pension Plans – Continued
1. Municipal Employees Retirement System Defined Benefit Plan – Continued
i. 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 8.00 percent, as well as what the City’s net pension
liability would be if it were calculated using a discount rate that is one
percentage point lower (7.00 percent) or one percentage point higher
(9.00 percent) than the current rate:
1% Decrease
(7.00%)
Net Pension Liability of the City

$

16,032,205

Current
Discount Rate
(8.00%)

1% Increase
(9.00%)

$

$ 11,683,631

13,691,811

j. Pension Plan Fiduciary Net Position
Detailed information about the plan’s fiduciary net position is available in
the separately issued financial report found at www.mersofmichigan.com.
The plan’s fiduciary net position has been determined on the same basis
used 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.
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
IV. OTHER INFORMATION – continued
A. Pension Plans – Continued
2. Clawson Fire Department Defined Benefit Plan
a. Summary of Significant Accounting Policies
Method used to value investments. Investments are reported at fair value.
Securities traded on a national or international exchange are valued at the
last reported sales price at current exchange rates.
b. Plan Description.
Plan administration.
The Clawson Fire Department Pension Board
administers the Clawson Fire Department Defined Benefit Plan. – a singleemployer defined benefit pension plan that provides pensions for all paid
on call fire fighters. Management of the Clawson Fire Department Defined
Benefit Plan is vested in the Clawson Fire Department Pension Board which
consists of 5 members.
Plan Membership. At July 1, 2017, pension plan membership consisted of
the following:
Inactive plan members or beneficiaries
currently receiving benefits

15

Inactive plan members entitled to but
not yet receiving benefits

5

Active plan members

25
45

c. Contributions
The authority to amend contribution requirements rests with the Clawson
Fire Department Pension Board. The board establishes rates based on an
actuarially determined rate recommended by an independent actuary.
The actuarially determined rate is the estimate 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. The City is
required to contribute the difference between the actuarially determined
rate and the contribution rate of plan members. For the year ended June
30, 2018 the City contributed $77,550.
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
IV. OTHER INFORMATION – Continued
A. Defined Benefit Pension Plan - Fire Department – Continued
2. Clawson Fire Department Defined Benefit Plan – Continued
d. Investment Policy
The pension plans’ policy in regard to the allocation of invested assets is
established and may amended by the Clawson Fire Department Pension
Board by a majority vote of its members. It is the policy of the Clawson Fire
Department Pension Board to pursue an investment strategy that reduces
risk through the prudent diversification of the portfolio across a broad
selection of distinct asset classes. The pension plan’s investment policy
discourages the use of cash equivalents, except for liquidity purposes, and
aims to refrain from dramatically shifting asset class allocations over short
time spans. The following was the Board’s adopted asset allocation policy
as of June 30, 2018.
Asset Class
Domestic equity
International equity
Fixed income
Real estate
Cash
Total

Target Allocation
50%
15%
35%
-0-0100%

e. Projected Cash Flows
Based on those assumptions, the pension plan’s fiduciary net position was
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 to all periods of
projected benefit payments to determine the total pension liability. The
long-term expected rate of return on pension plan investments was
determined using a model 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. The target
allocation and best estimates of arithmetic real rates of is 7.0%.
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
IV. OTHER INFORMATION – Continued
A. Pension Plans – Continued
2. Clawson Fire Department Defined Benefit Plan – Continued
f.

Net Pension Liability of the City
Changes in the net pension liability during the year were as follows:
Increase (Decrease)
Total Pension
Plan Net
Net Pension
Liability
Position
Liability(Surplus)

Changes in Net Pension Liability
Balance at June 30, 2017

$

3,685,493

Service Cost
Interest
Contributions-Employer
Net Investment Income
Benefit Payments, including refunds
Administrative Expenses
Net Changes
Balance at June 30, 2018

$

97,314
290,044
(217,189)
170,169
$

3,855,662

$

3,548,204 $

137,289

77,550
304,735
(217,189)
(39,140)
125,956

97,314
290,044
(77,550)
(304,735)
39,140
44,213

3,674,160 $

181,502

g. Pension Expense and Deferred Outflows of Resources Related to Pensions
At June 30, 2018, the City reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:

Source
Net difference between projected and actual
earnings on pension plan investments
Differences in Assumptions
Differences in Experience
Total

Deferred
Outflows of
Resources
$

$
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Deferred
Inflows of
Resources

26,160
39,660
-

$

65,820

$

179,934
179,934

CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
IV. OTHER INFORMATION – Continued
A. Pension Plans – Continued
2. Clawson Fire Department Defined Benefit Plan – Continued
g. Pension Expense and Deferred Outflows of Resources Related to Pensions
Amounts reported as deferred outflows and deferred inflows of resources to
Pensions will be recognized in pension expense as follows:
Years Ending
June 30
2019
2020
2021
2022
2023
thereafter

$

Amount
56,132
20,360
(29,315)
7,836
20,294
38,807

h. Actuarial Assumptions. The total pension liability was determined by an
actuarial valuation as of June 30, 2018, using the following actuarial
assumptions, applied to all periods included in the measurement:
Inflation
Salary increases
Investment rate of return
Mortality rates

N/A
N/A
7.0 percent, net
1994 Group Annuity Blended Table.

i.

Discount Rate-rate used to measure the total pension liability 6.95%.

j.

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 6.95 percent, as well as what the City’s net pension
liability would be if it were calculated using a discount rate that is one
percentage point lower (5.95 percent) or one percentage point higher
(7.95 percent) than the current rate:

Net Pension Liability of the City

1% Decrease
(5.95%)

Current
Discount Rate
(6.95%)

1% Increase
(7.95%)

$

$

$

643,872
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181,502

(199,583)

CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
IV. OTHER INFORMATION – Continued
A. Pension Plans – Continued
2. Clawson Fire Department Defined Benefit Plan – Continued
k. Plan benefits
The plan presently provides retirement as well as death benefits. Pension
benefits vest after five years of total service, for employees hired before July
1, 2009, and ten years for all others. Employees who retire at age 55 are
entitled to a monthly pension payable for life in an amount equal to $45.00
multiplied by the years of service. Death benefits are based on the present
value of accrued benefits per participant and are provided regardless of
years of service. The City makes annual contributions to the Plan equal to
the amount determined by an actuary. Employee contributions are not
allowed.
3. City of Clawson Employees Defined Contribution Plan
a. Plan Description
In April 1999, the City established a defined contribution plan for employees
hired after July 1, 1999. The plan is administered by the Michigan Municipal
Employees' Retirement System (MMERS) who sponsors the prototype plan.
Amendments are developed by MMERS and submitted to the City Council
for approval. A defined contribution money purchase pension plan
provides pension benefits in return for services rendered, provides an
individual account for each participant, and specifies how contributions to
the individual’s account are to be determined instead of specifying the
amount of benefits the individual is to receive.
Under a defined
contribution pension plan, the benefits a participant will receive depend
solely on the amount contributed to the participant’s account, the returns
earned on investments of those contributions, and forfeitures of other
participants’ benefits that may be allocated to such participant’s account.
Contributions made by the City fully vest after 7 years.
b. Contributions Required and Contributions Made
The City is required to contribute an amount equal to 10% of the
employee’s gross earnings. Employee contributions on a pretax basis are
permitted but not required. The City will match up to 3% of an employee’s
contribution. During the year, the City’s required and actual contributions
amounted to $246,570; the employee contributions were $71,522.
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
IV. OTHER INFORMATION – Continued
B. Other Postemployment Benefits
Plan Description
The City provides retiree healthcare benefits to eligible employees upon
retirement in accordance with labor contracts. Currently, fifty-four retired
employees receive this benefit.
Benefits Provided
The City provides healthcare, including prescription drug benefits for retirees and
their spouses. Benefits are provided by a third-party insurer.
Employees Covered by Benefit Terms
At the June 30, 2016 valuation date, the following employees were covered by
the benefit terms:
Inactive plan members or beneficiaries currently receiving benefits
Inactive plan members entitled to but not yet receiving benefits
Active Plan Members
Total

54
0
20
74

Contributions
Active service members are not required to make contributions to the plan. The
City has no obligation to make contributions in advance but are being financed
on a “pay-as-you-go” basis. At the fund level, the expense is recognized by the
City as the payments to the employees are made.
Summary of Significant Accounting Policies
For the purpose of measuring the net OPEB liability, deferred outflows of resources
and deferred inflows of resources related to OPEB (if applicable), and OPEB
expenses, have been determined on the same basis as they are reported for the
City. For this purpose, benefit payments are recognized when due and payable in
accordance with the benefit terms.
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
IV. OTHER INFORMATION – Continued
B. Other Postemployment Benefits – Continued
Changes in Net OPEB Liability
The components of the change in the net OPEB liability are summarized as follows:
Increase (Decrease)
Total OPEB
Plan Net
Net OPEB
Liability
Position
Liability

Changes in Net OPEB Liability
Balance at July 1, 2016

$

Service Cost
Interest on total OPEB liability
Benefit Payments, including refunds
Employer Contributions
Net Changes

14,093,576

$

171,832
799,154
(769,341)
201,645

Balance at June 30, 2017

$

14,295,221

- $
-

$

- $

14,093,576
171,832
799,154
(769,341)
201,645
14,295,221

OPEB Expense and Deferred Outflows or Resources and Deferred Inflows of
Resources Related to OPEB
For the year ended June 30, 2018, the City recognized OPEB expense of $201,645,
and there were no related deferred outflows of resources or deferred inflows of
resources related to OPEB reported.
Actuarial Assumptions
The total OPEB liability was determined by an actuarial valuation as of July 1, 2016.
The following actuarial assumptions were applied:
Actuarial Cost Method
Inflation
Investment Rate of Return
Mortality

Entry-age normal
2.50%
n/a
RP-2014 Mortality Tables
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
IV. OTHER INFORMATION – Continued
B. Other Postemployment Benefits – Continued
Discount Rate
The discount rate used to measure the total OPEB liability was 7.00% based on the
expected return of assets expected to be available to pay plan benefits.
Sensitivity of the Net OPEB Liability to Changes in the Discount Rate
The following presents the net OPEB liability of the City, calculated using the
discount rate of 7.00 percent, as well as what the City’s net OPEB liability would be
if it were calculated using a discount rate that is 1 percentage point lower or 1
percentage point higher than the current rate:
Current
Discount Rate
(7.00%)

1% Decrease
(6.00%)
Net OPEB Liability

$

16,178,006

$

14,295,221 $

1% Increase
(8.00%)
12,787,909

C. Risk Management
The City of Clawson is a member of the Michigan Municipal Risk Management
Authority for its general liability coverage and a member of the Michigan
Municipal Workers Compensation Fund for its workers compensation coverage.
The City pays annual premiums to the pools. The pools are self-sustaining through
member premiums, and each carries reinsurance through commercial companies
for claims in excess of the pool loss reserve fund.
In the event that a single loss should exceed the amount of protection afforded by
the pool loss reserve fund, reinsurance, or other insurance carried by the pools, or
in the event that a series of losses should deplete or exhaust the loss reserve fund
and reinsurance, the payment of valid losses shall be the obligation of the
individual member or members of the respective pool against whom the claim
was made.
No such event has occurred with the City of Clawson and the pools to which it
belongs in any of the past three fiscal years.
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CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
IV. OTHER INFORMATION – Continued
D. Jointly Governed Organizations
1. Resource Recovery Authority
The City is a member of the Southeastern Oakland County Resource Recovery
Authority (S.O.C.R.R.A.). The City appoints one member of the Authority's
governing board, who then approves the annual budget. The board is made
up of representatives from twelve member municipalities. These include
Berkley, Beverly Hills, Birmingham, Clawson, Ferndale, Hazel Park, Huntington
Woods, Lathrup Village, Oak Park, Pleasant Ridge, Royal Oak, and Troy. The
City has a 4.54% participation in the Authority.
2. Water Authority
The City is a member of the Southeastern Oakland County Water Authority
(S.O.C.W.A.). The City appoints one member to the Authority's governing
board, who then approves the annual budget. The board is made up of
representatives from eleven member municipalities. These include Berkley,
Beverly Hills, Bingham Farms, Birmingham, Clawson, Huntington Woods, Lathrup
Village, Pleasant Ridge, Royal Oak, Southfield and Southfield Township. The
City has a 4.05% participation in the Authority. The debt of the Authority is
being financed by water user fees.
E. Upcoming Accounting Pronouncement
In January 2017, the Governmental Accounting Standards Board (GASB) issued
GASB Statement No. 84, Fiduciary Activities, which establishes specific criteria for
identifying activities that should be reported as fiduciary activities. The City is
currently evaluating the impact of this standard on its financial statements. The
Statement is effective beginning with the City’s fiscal year ending June 30, 2020.
F. Restatement
The financial statements for the year ended June 30, 2017 have been restated to
reflect the adoption of GASB Statement No. 75, Accounting and Financial
Reporting for Postemployment Benefits Other Than Pensions (OPEB). The effect of
this new accounting standard increased governmental net position as follows:
Net Position – June 30, 2017, as previously reported
Adjustment for adoption of GASB No. 75
Net Position – June 30, 2017, as restated
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$ ( 4,103,463)
(10,296,967)
$(14,400,430)

CITY OF CLAWSON
Notes to Financial Statements
June 30, 2018
IV. OTHER INFORMATION – Continued
G. Self Insured Health Insurance
Effective January 1, 2014, the City terminated its traditional health and dental
insurance coverage for substantially all of its employees and retirees, and
implemented a self insured plan administered by Blue Cross and Blue Shield
of Michigan. The plan has two levels of “stop loss” re-insurance coverage to
help mitigate potential claims.
x
x

$40,000 maximum per employee per plan year
$95,820 per month

The following is a summary of the City’s liability for claims incurred but not
reported.
Incurred claims expenses
Less payments
Claims incurred but not reported claims
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$
$

598,470
519,470
79,000

REQUIRED SUPPLEMENTARY INFORMATION
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CITY OF CLAWSON
Required Supplemental Information
Schedule of Changes in the Net Pension Liability and Related Ratios
MERS Defined Benefit Plan
Last Ten Fiscal Years (schedule is built prospectively upon implementation of GASB 68)
2018
Total Pension Liability:
Service Cost
Interest
Other Changes
Benefit payments, including refunds
Net Change in Total Pension Liability

$

Total Pension Liability, Beginning of year
Total Pension Liability, End of year

Plan Fiduciary Net Position:
Contributions - Employer
Contributions - Employee
Net Investment Income
Administrative Expenses
Benefit payments, including refunds
Net Change in Plan Fiduciary Net Position

2017

2015

104,190 $
1,879,102
117,426
(1,912,789)
187,929

109,001 $
1,873,467
(8,999)
(1,888,485)
84,984

107,479 $
1,891,026
389,584
(1,895,586)
492,503

106,523
1,003,855
878,835
(1,881,714)
107,499

24,393,064

24,308,080

23,815,577

23,708,078

$

24,580,993

$

1,536,516 $
19,333
1,290,629
(20,456)
(1,912,789)
913,233

Plan Fiduciary Net Position, Beginning of year

2016

$

9,975,949

24,393,064

$

1,389,816 $
18,645
1,038,959
(20,539)
(1,888,485)
538,396
9,437,553

24,308,080

$

23,815,577

1,288,242 $
(145,734)
(21,638)
(1,895,586)
(774,716)

1,213,709
631,003
(23,024)
(1,881,714)
(60,026)

10,212,269

10,272,295

Plan Fiduciary Net Position, End of year

$

10,889,182

$

9,975,949

$

9,437,553

$

10,212,269

City's Net Pension Liability - Ending

$

13,691,811

$

14,417,115

$

14,870,527

$

13,603,308

Plan Fiduciary Net Position as a Percent
of Total Pension Liability
Covered Employee Payroll

44.3%
$

City's Net Pension Liability as a Percent
of Covered Employee Payroll

862,154

1588.1%

40.9%
$

918,970

1568.8%
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38.8%
$

903,385

1646.1%

42.9%
$

894,050

1521.5%

CITY OF CLAWSON
Required Supplemental Information
Schedule of Changes in the Net Pension Liability and Related Ratios
Fire Department Defined Benefit Plan
Last Fiscal Year (schedule is built prospectively upon implementation of GASB 68)

Total Pension Liability:
Service Cost
Interest
Other Changes
Benefit payments, including refunds
Net Change in Total Pension Liability

$

Total Pension Liability, Beginning of year
Total Pension Liability, End of year

Plan Fiduciary Net Position:
Contributions - Employer
Net Investment Income
Administrative Expenses
Benefit payments, including refunds
Net Change in Plan Fiduciary Net Position

2018

2017

2016

2015

97,314 $
290,044
(217,189)
170,169

96,847 $
278,140
(235,629)
139,358

96,847 $
466,697
(205,835)
(222,103)
135,606

60,620
431,009
(184,899)
306,730

3,685,493

3,546,135

3,410,529

3,103,799

$

3,855,662 $

3,685,493 $

3,546,135 $

3,410,529

$

77,550 $
304,735
(39,140)
(217,189)
125,956

73,000 $
413,814
(56,311)
(235,629)
194,874

15,000 $
(6,949)
(222,103)
(214,052)

Plan Fiduciary Net Position, Beginning of year

12,612
71,847
(184,899)
(100,440)

3,548,204

3,353,330

3,567,382

3,667,822
3,567,382

Plan Fiduciary Net Position, End of year

$

3,674,160 $

3,548,204 $

3,353,330 $

City's Net Pension Liability - Ending

$

181,502 $

137,289 $

192,805 $

95.3%

96.3%

94.6%

Plan Fiduciary Net Position as a Percent
of Total Pension Liability

(156,853)

104.6%

Covered Employee Payroll

N/A

N/A

N/A

N/A

City's Net Pension Liability as a Percent
of Covered Employee Payroll

N/A

N/A

N/A

N/A
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$
$

Covered Employee Payroll

2016

2015

2014

2013

2012

2011

183.2%

862,154 $

- $

1,579,716

165.3%

903,385 $

- $

1,493,316

142.6%

903,385 $

- $

1,288,242

135.8%

894,050 $

- $

1,213,709
- $

1,109,388
- $

1,018,356

- $

1,013,448

117.5%

102.0%

73.1%

63.5%

City of Clawson has elected option "B" - which allows "closed" plans to amortize the unfunded on an accelerated
method - the expected amortization which commences in fiscal year 7/1/13, is 20 years
5-year smoothed market
3.75%
7.75%
None
2014 Group Annuity

Remaining Amortization Period

Asset Valuation Method

Salary Increases

Investment Rate of Return

Cost of living adjustments

Mortality Table
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Level percent

Amortization Method

Methods and assumptions used to determine contribution rates:
Actuarial Cost Method
Entry age normal cost

- $

815,148

-

795,988

795,988

2009

52.9%

45.5%

964,678 $ 1,087,486 $ 1,392,751 $ 1,595,797 $ 1,541,458 $ 1,750,947

- $

1,133,436

815,148 $

2010

Actuarial valuation information relative to the determination of contributions:
Valuation Date
Actuarially determined contribution rates are calculated as of December 31 each year, which is 18 months prior to the
beginning of the fiscal year in which the contributions are required.

Contributions as a Percentage of
Covered Employee Payroll

2017

$ 1,579,716 $ 1,493,316 $ 1,288,242 $ 1,213,709 $ 1,133,436 $ 1,109,388 $ 1,018,356 $ 1,013,448 $

Contribution Deficiency

Actuarially determined contribution
Contributions in relation to the actuarially
determined contribution

2018

CITY OF CLAWSON
Required Supplemental Information
Schedule of City Pension Contributions-MERS
Last Ten Fiscal Years

$

Contribution Deficiency (Excess)

- $

73,000

77,550
- $

73,000 $

77,550 $

2017

- $

15,000

15,000 $

2016
- $

N/A

N/A

N/A

(11,529) $

11,529

2014

N/A

(276) $

12,612

12,336 $

2015

N/A

N/A

(4,116) $

60,000

55,884 $

2013

N/A

N/A

(151) $

188,000

187,849 $

2012

N/A

N/A

- $

175,560

175,560 $

2011

N/A

N/A

Level Dollar
10 years
Market value
7%
Not applicable
None
None
1994 Group Annuity

Amortization Method

Amortization Period

Asset Valuation Method

Investment Rate of Return

Projected Salary Increases

Post retirement benefit increases

Inflation

Mortality Table

Methods and assumptions used to determine contribution rates:
Actuarial Cost Method
Individual Entry Age
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- $

258,115

258,115 $

2010

Actuarial valuation information relative to the determination of contributions:
Valuation Date
Actuarially determined contribution rates are calculated as of December 31 each year, which is 18 months prior to the
beginning of the fiscal year in which the contributions are required.

Covered Employee Payroll
N/A
N/A
N/A
(due to nature of paid on call fire fighter status, covered payroll not deemed relevant)
Contributions as a Percentage of
Covered Employee Payroll
N/A
N/A
N/A

$

Actuarially determined contribution
Contributions in relation to the actuarially
determined contribution

2018

CITY OF CLAWSON
Required Supplemental Information
Schedule of City Pension Contributions-Fire Pension
Last Ten Fiscal Years

N/A

N/A

-

266,118

266,118

2009
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CITY OF CLAWSON
Required Supplemental Information
Schedule of Changes in the Net OPEB Liability and Related Ratios
Last Ten Fiscal Years (schedule is built prospectively upon implementation of GASB 75)
2018
Total OPEB Liability:
Service Cost
Interest
Benefit payments, including refunds
Net Change in Total Pension Liability

$

Total OPEB Liability, Beginning of year
Total OPEB Liability, End of year

Plan Fiduciary Net Position:
Contributions - Employer
Net Investment Income
Benefit payments, including refunds
Net Change in Plan Fiduciary Net Position

171,832
799,154
(769,341)
201,645
14,093,576

$

14,295,221

$

-

Plan Fiduciary Net Position, Beginning of year

-

Plan Fiduciary Net Position, End of year

$

-

City's Net OPEB Liability - Ending

$

14,295,221

Plan Fiduciary Net Position as a Percent
of Total OPEB Liability

0.0%

Covered Employee Payroll

n/a

City's Net OPEB Liability as a Percent
of Covered Employee Payroll
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n/a
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(236,045) $

Contribution Excess (Deficiency)

n/a

Contributions as a Percentage of
Covered Employee Payroll
n/a

n/a $

(487,100) $

522,725

411,132

1,886,756 $

2015

n/a

n/a $

n/a

n/a $

(579,176) $ (1,475,624) $

391,810

970,986 $

2016

n/a

n/a $

(599,785) $

435,221

1,035,006 $

2014

n/a

n/a $

(506,409) $

479,311

985,720 $

2013

61
PSLZ LLP - Certified Public Accountants

Methods and assumptions used to determine contribution rates:
Actuarial Cost Method
Entry-age normal
Inflation
2.50%
Investment Rate of Return
n/a
Retirement Age
Experience based tables of rates that are specific to the type of eligibility condition
Mortality
RP-2014 Employee Mortality Tables

Actuarial valuation information relative to the determination of contributions:
Valuation Date
Actuarially determined contribution rates are calculated as of July 1 each year.

n/a $

Covered Employee Payroll

$

814,173

2017

$ 1,050,218 $ 1,009,825 $

Actuarially determined contribution
Contributions in relation to the
actuarially determined contribution

2018

CITY OF CLAWSON
Required Supplemental Information
Schedule of City OPEB Contributions
Last Ten Fiscal Years

n/a

n/a $

(342,852) $

509,609

852,461 $

2012

687,283

904,656 $

2010

n/a

n/a

n/a

n/a

(210,530) $ (217,373) $

695,267

905,797 $

2011

n/a

n/a

(177,760)

728,037

905,797

2009
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OTHER SUPPLEMENTARY INFORMATION
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