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Independent Auditor's Report

To the Honorable Mayor and
Members of the City Council
City of Rochester Hills, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Rochester Hills, Michigan (the “City”) as of and for the year
ended December 31, 2011, which collectively comprise the City’s basic financial staterents as listed in
the table of contents. These financial statements are the responsibility of the City's management, Qur
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 of
material misstatement. The financial statements of the Rochester-Avon Recreation Authority were not
audited in accordance with Government Auditing Standards. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our 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 Rochester Hills, Michigan as of December 31, 201 | and the respective changes in financial
position and cash flows, where applicable, thereof for the year then ended, in conformity with accounting
principies generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the City’s basic financial statements. Accounting principles generally accepted in the
United States of America require that the management’s discussion and analysis and the budgetary

~ comparison schedules for the General Fund and each major special revenue fund be presented to

supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, which considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the management's
discussion and analysis 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
financiai 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 fimited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.




To the Honorable Mayor and
Members of the City Council
City of Rochester Hills, Michigan

The other budgetary comparison schedules and combining statements, as identified in the table of
contents as other supplemental information, is presented for the purpose of additional analysis and is not
a required part of the financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements. These schedules, along with the ‘budgetary comparison schedules for the General
Fund and each major special revenue fund, have been subjected to the auditing procedures applied in the
audit of the financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the financial
statements or to 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 financial statements as a whole.

The introductory section and statistical section, as identified in the table of contents, are presented for
the purpose of additional analysis and are not a required part of the basic financial statements. Such
information has not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or provide any assurance on it.

fn accordance with Government Auditing Standards, we have also issued our report dated April 20, 2012
on our consideration of the Ciy’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, grant agreements, and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this report in

considering the results of our audit.
% ¢ M, Lot

April 20,2012



Nonmajor Debt Service Funds

Debt Service Funds account for the accumulation of resources for, and the payment of, general
long-term debt principal and interest.

Road Improvement 2001 Fund — This fund accounis for payment of debt created for
improvement to roads using Act 175 bonds. Revenue is generated from tax levies and
expenditures are made for principal and interest.

Drain Fund — This fund accounis for payment of debi created for drain construction and
maintenance. Revenue is generated from tax levies and expenditures are made for principal
and interest.

Local Street Improvement 2001 and 2002 Funds — These funds account for payment of debt
created for the improvement of local streets using Act 175 bonds. Revenue is generated from
special assessment collections, and funds received under Act 51 are transferred to these funds
from the Local Street Special Revenue Fund for the City’s share. Expenditures are made for
principal and interest.

Refunding OPC Building Bond Series 2010 — This fund accounts for payment of debt created for
refunding of the OPC Building Bond 2001 Series callable portion. Revenue is generated from
tax levies and expenditures are made for principal and interest.

N\ unicipai Building Bond Series 2002 Fund — This fund accounts for payment of debt created
/7 from the construction of the municipal building addition. Revenue is generated from tax levies

and expenditures are made for principal and interest.

unicipal Building Refunding Bond Series 2010 Fund — This fund accounts for payment of debt
created for refunding of the Municipal Building Bond Series 2002 caliable portion. Revenue is
generated from tax levies and expenditures are made for principal and interest.

Refunding Bond, Capita! Improvement Series 2011 — This fund accounts for payment of debt
created for refunding of the Local Street improvement 2002 Fund callable portion. Revenue is
received under Act 51 and transferred from the Local Street Fund. Expenditures are made for
principal and interest.
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City of Rochester Hills, Michigan

Road Local Street

Improvement Improvement
2001 Fund 2001 Fund Drain Fund

Assetls
Cash and investments S 548,696 S 404,190 § 2,121,123
Receivables:
Property tax - - 637,680
Accounts - 3,407 -
Accrued interest - - 2,218
Long-term receivables - Special assessments - 123,975 -
Total assets $ 548696 $ 531,572 $§ 2,761,021

Liabilities and Fund Balances

Liabilities

Other liabilities S - S - s 31,227

Deferred revenue - 125,044 1,215,262
Total liabilities - 125,044 1,246,489

Fund Balances
Restricted - Debt service 548,696 406,528 1,514,532

Total fund balances 548,686 406,528 1,514,532

Total liabilities and
fund balances S 548,696 5 531,572 $§ 2,761,021
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City of Rochester Hills, Michigan

“Nonmajor Governmental Funds Debt Service Funds
Combining Baiance Sheet

December 31, 2013
_ Municipal
Municipal orPC Building Refunding Total
Building Bond Local Street Refunding Refunding Bond, Capital Nonmajor
Series 2002 Improvement Bond, Series  Bond, Series  Improvement Debt Service
Fund 2002 Fund 2010 Fund 2010 Fund Series 2011 Funds
S - S 1,141,691 S 544,301 § 5,050 S 7,348 S 4,772,399
- - 384,909 - - 1,622,589
- - - - - 3,407
- 1,936 - - - 4,154
- - - - - 123,975
s - $ 1,143,627 S 929,210 3 5050 S 7,348 5 5,926,524
S - S - s 11,551 & - s - S 42,778
- . 733,538 - - 2,073,844
- - 745,089 - - 2,116,622
- 1,143,627 184,121 5,050 7,348 3,808,902
- 1,143,627 184,121 5,050 7,348 3,809,902
S - $ 1,143,627 S 929,210 S 5050 & 7,348 & 5,226,524
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City of Rochester Hills, Michigan

Municipal
Road Locai Street Buiiding Bond
tmprovement Improvement Serttes 2002
2001 Fund 2001 Fund Drain Fund Fund
Revenue
Property taxes S - S - S 1,924,430 5§ -
Investment earnings 1,677 11,953 16,519 7
Special assessments SR - 36,333 - -
Other - - 5,791 -
Total revenue 1,677 48,286 1,946,800 7
Expenditures
Principal retirement 200,000 175,000 1,769,040 400,000
nterest 60,488 60,250 225,941 8,600
Miscelianeous 275 550 19,361 138
Total expenditures 260,763 235,800 2,014,342 408,738
Excess of Revenue Over {Under)
Expenditures {259,086} {187,514} (67,542) {408,731)
Other Einancing Sources {Uses)
Transfer in 145,290 134,400 - 380,320
Transfer out - - - {180])
issuance of debt - - - -
Premium on refunding bond - - - -
Payment to refund bond escrow agent - - - -
Total other financing
sources {uses) 145,290 134,400 - 380,140
Met Change in Fund Balance {113,796) (53,114) {67,542} (28,591}
Fund Balances - Beginning of year 662,492 459,642 1,582,074 28,591

Fund Balances - End of year S 548,696 5 406,528 % 1,514,532 5§ -
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City of Rochester Hills, Michigan

‘Nonmajor Governmental Funds Debt Service Funds
Combining Statement of Revenue, Expenditures, and Changes in Fund Balances

December 31, 2011
NMusicipat
Building Refunding Bond,
Local Street 0£C Refunding Refunding Bond, Capital Total Nonmajer
tmprovement Bond Series Series 201G irmprovement Debt Service
2002 Fund 2010 Fund Fund Series 20171 Funds
$ - $ 727,313 § - S - $ 2,651,803
6,852 250 - - 37,258
- - - - 36,333
- - - - 5,791
6,852 727,563 - - 2,731,185
350,000 500,000 100,000 - 3,494,040
122,206 210,775 222,426 - 910,686
275 7,300 - 52,1131 80,010
472,481 718,075 322,426 52,111 4,484,736
(465,629} 9,488 (322,428) {52,111) {1,758,551)
270,590 - 322,760 - 1,253,360
- - - - {180)
- - - 2,270,000 2,270,000
- - - 82,781 82,781
- - - (2,293,322) (2,293,322)
270,590 - 322,760 59,459 1,312,639
{195,039 9,488 334 7,348 (£40,912)
1,338,666 174,633 4,716 - 4,250,814
S 1,143,627 § 184,121 § 5050 § 7,348 S 3,809,502
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City of Rochester Hills, Michigan

Road mprovement 2001 Local Street Improvement 2001
Amended Variance with  Arnended Variance with
Budget - . Amended Budget Amended
{Unaudited) Actual Budget {Unaudited) Actuzl Budget
Revenue
Property taxes s - 5 -5 -8 -3 -5 -
investment earnings 1,850 1,677 (373) 10,580 13,853 1,373
Special assessments - - - 25,450 36,333 0,883
Other - - - - - -
Issuance of debt - - - - - -
Transfers in 145,290 145,290 - 134,400 134,400 -
Total revenue 147,140 146,967 (173} 174,430 182,686 8,256
Expenditures
Principal retirement 200,000 260,000 - 175,000 175,000 -
interest 60,490 60,438 2 60,25C 60,250 -
Miscellaneous 280 275 5 55¢ 550 -
Payment to refund bond escrow agent - - - . - _
Transfer out - - - - - -
Total expenditures 260,770 260,763 7 235,800 235,800 -
Excess of Revenue Over {Under}
Expenditures {113,630) (113,796} (166) (61,370) 153,114} 8,256
Fund Balances - Beginning of year 662,492 662,492 - 459,642 455,642 -
Fund Balances - End of year $ 548,862 $ 548,696 S {166} S 298,272 $ 406,528 5 8,256
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City of Rochester Hills, Michigan

Nonmajor Governmental Funds Debt Service Funds
Combining Statement of Revenue, Expenditures, and Changes in Fund Balances
Amended Budget and Actual
Year Ended December 31, 2011

Drain Fund Municipal Builting Bond Series 2002 Local Street improvement 20062

Amended Variance with  Amended Variance with  Amended Variance with

Budget Amended Budget Amended Budget Arneried

{Unaudited} Actual Budget {Unaudited) Actual Budget {Unaudited) Actual Budget

$ 1,923,860 S 1,924,490 $ 630 % -5 - =S - - -
16,200 16,518 519 - 7 7 6,750 65,852 102

5,780 5,791 11 - - - - -

- - - 380,320 380,320 - 270,590 270,590 -
1,845,640 1,946,800 1,160 380,320 380,327 7 277,340 277,442 102

1,768,060 1,768,040 20 400,000 400,000 - 350,000 350,600 -
226,010 225,841 69 8,600 8,600 - 122,210 122,206 4
26,060 19,381 6,638 140 138 2 280 275 5

. - . 180 180 - - - .
2,021,070 2,014,342 6,728 408,920 408,918 2 472,490 472,481 Q
(75,430) (67,542) 7,888 {28,600) {28,591} 54 (195,150) {195,039} 111

1,582,074 1,582,074 - 28,591 28,591 - 1,338,666 1,338,666 -
$ 1,506,644 $ 1,514,532 % 7,888 § {9 3 - % 9 $ 1,143,516 S 1,143,627 S 111

{Continued on next page)
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City of Rochester Hills, Michigan

Municipa! Building Refunding Bond, Series

OPC Refunding Bond, Series 2010 2010
Amended Variance with  Amended Variance with
Budget Amanded Budget Amended
{Unaudited) Actua! Budget “(Unaudited) Actual Budpet
Revenue
Property taxes & 727,070 S5 727,313 & 243 % - s - s -
Investment earnings 240 250 16 - - -
Special assessments - - - - - -
Other - - - - - -
issuance of debt - - - - - -
Transfars in - - - 322,760 322,760 -
Total revenue 727,310 727,563 253 322,760 322,760 -
Expenditures
Principal retirement 560,000 500,000 - 100,000 300,000 -
interest 210,780 210,775 5 222,580 222,426 154
Miscelianeous 16,280 7,300 2,980 - - -
Payment to refund bond escrow agent - - - - - -
Transfer cut - - - - - -
Total expenditures 721,060 718,075 2,985 322,580 322,426 154
Excess of Revenue Over (Under)
Expenditures 6,250 9,488 3,238 180 334 154
Fund Balances - Beginning of year 174,633 174,633 - 4,716 4,716 -
Fund Balances - End of year $ 180,883 $ 184,121 % 3,238 § 4,896 $ 5,050 $ 154
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City of Rochester Hills, Michigan
" Nonmajor Governmental Funds Debt Service Funds
Combining Statement of Revenue, Expenditures, and Changes in Fund Balances

Amended Budget and Actual {Continued)
Year Ended December 31, 2011

Refunding Bond, Capital lmprovement,

Series 2011 Total
Amended Variance with  Amended Variance with
Budget Amended Budget Amended
{Unauditad) Actusal Budget {Unaudited) Actual Budget
4 . g - g - 5 2,650,930 $ 2,651,803 5 873
- - - 35,420 37,258 1,838
- - - 29,450 36,333 £,8832
82,790 82,781 (9} 88,570 28,572 2
2,270,000 2,270,000 - 2,270,000 2,270,000 -

- - - 1,253,360 1,253,360 -

2,352,790 2,352,781 (8) 6,327,730 6,337,326 9,596
- - 3,494,060 3,494,040 20
- - - 910,920 910,686 234
59,460 52,111 7,348 96,990 80,010 16,980
2,293,330 2,293,322 8 2,293,330 2,293,322 a8
- - - 180 180 -
2,352,790 2,345,433 7,357 6,795,480 6,778,238 17,242
- 7,348 7,348 (467,750) (440,512) 26,338

- - - 4,250,814 4,250,814 -

s - $ 7,348 S 7,348 $ 3,783,064 $ 3,809,902 % 26,838
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Czty of Rochester Hills, Mtchngan

Notes to FmancaaEStatements
December 31, 2011

MNote 7 - Long-term Debt

The City issues bonds to provide for the acquisition and construction of major capital
facilities. General obligation bonds are direct obligations and pledge the full faith and
credit of the City. County contractual agreements and installment purchase agreements
are also general obligations of the government. Special assessment bonds provide for
capital improvements that benefit specific properties, and will be repaid from amounts
levied against those properties benefited from the construction. In the event that a
deficiency exists because of unpaid or delinguent special assessments at the time a debt
service payment is due, the City is obligated to provide resources to cover the deficiency
until other resources (such as tax sale proceeds or a re-assessment of the district) are
received. Long-term obligation activity can be summarized as foliows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental activities:
General Obligation Bongds:
}ﬁﬂauilding Authority Bonds, Series 2002 payabte through 2011 with interest
at3.12%to 4.25% $ 400,000 $ - S {400,000} S - S -
}é&uilding Authority Refunding Bonds, Series 2010 payable through 2021

with interest at 2.0% to 4.0% 6,775,000 - {100,000) 6,675,000 545,000

Linamortized bond premium-Refunding Bond Series 2010 179,506 - (16,319) 163,187
General Obligation Limited Tax Capital mprovement Bond, Series 2002

payable through 2012 with triterestat 4% 2,200,000 - {2,550,000} 350,000 350,000
General Obligation Limited Tax Capital improvement Refunding Bond,

Series 2011 payable through 2017 with interestat 2% to 4% - 2,270,000 - 2,270,000 35,000

Unamortized hond premium-Refunding Bond Series 2011 - 82,781 {11,825} 70,556 -
General Chiigation Unlimited Tax Refunding Bonds, OPC, Series 2010

payabte through 2021 with interest 3t 2.0% to0 4.5% 6,870,000 - {500,000} 6,370,000 535,000

Unamorti zed bond premium-Refunding Bornd Series 2010 131,861 - {11,988} 119,873 -
Michigan Transportation Fund Bond, MYF-2001 Series

payablie through 2016 with interest at 4.25% to 4.6% 1,375,000 - {200,000} 1,175,000 200,000
County Contractua!l Oblgations:
Crake Drain Refunding, payablie through 2011 with interest at 1.50% to 3.55% 147,923 - {147,923} -
Lueders Drain, payable through 2011 with interestat 4.25% 1o 5% 382,630 - (382,630} - -
Lueders Drain #2, payable through 2011 with interest at 4% to 6% 125,800 - {125,000} - -
Mcintyre Drain, payable through 2013 with interest at 2.75% to0 5.20% 276,456 - (38,860} 187,598 93,797
Hampton Brain, payable through 2013 with interestat 2.75%t0 5.2% 197,008 - (64,250) 132,758 64,243
Bishop Drain, pavable through 2013 with interest 21 2.8% 10 5.3% 375,000 - {125,000) 250,000 125,000
Chester Drain Refunding, payable through 2013 with interest at 1.25% 10 2.75% 515,000 - (185,000} 330,000 180,000

Unamortized bond premium-Refunding Bond Series 2003 2,724 - {1,362} 1,382
Robert Huber Drain, payable through 2014 with interest at 3.3% 10 2% 475,000 - (125,000} 350,000 125,000

Uhamortized bond premium-Refunding Bond Series 2004 1,115 - {1,115} - -
Wolf Drain, payable through 2013 with interestat 4% 10 4.7% 1,253,547 - (395,390} 858,157 417,849
Rewold Drain, payable through 2025 with interest sl 3% to 4.3% 2,595,000 - (130,000} 2,465,000 135,000
Oakland County Buifding Authority, Building Authority Bonds, Series 20024

pavaiﬁle through 2020 with interest at 3.0% t0 4.625% 2,755,000 - {225,000} 2,530,000 250,060
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City of Rochester Hills, Michigan

Notes to Financial Statements
December 31, 2011

Note 7 - Long-term Debt (Continued)

Beginning Endirig Due Within
Balance Additions Reductions Balance One Year
Special Assessment Bonds:
Public improvement City Share Bonds, 2001 Series payable through 2816
with Interest at 2.6% t0 4.7% 675,000 - {100,000} 575,000 100,000
Public Irmprovement Special Assessment Bonds, 2001 Series payable
through 2015 with interestat3.0% to0 47% 675,000 - {75,000} G00,0060 100,000
Total bond obligations 28,082,770 2,352,781 {5,961,662) 25,473,889 3,255,889
Tax Tribunal 523,315 240,740 {323,649} 440,406 -
MNet OPER Qbitgations - General Fund and Fire Fund 130,843 139,380 {269,762} 461 -
Compensated ahsences - General Fund and Fire Fund 1,383,621 1,327,898 {1,336,523) 1,344,994 1,072,222
Compensated absences - Internal Service 171,370 181,779 (175,003) 178,346 150,395
Total other fong-term ohligations 2,175,149 1,889,797 (2,104,939} 1,964,007 1,222617
Total governmenial activities 31,261,918 4,242,578 (8,066,601} 27,437 886 4,478,506
Business-type Activities
Oakiznd County Water and Sewage Disposal System Bonds, Series 2005
payable through 2022 with interest st 4.0% to 4.4% $ 2,275,000 5 - S (150,000} 5 2,125000 5 175,000
Qzkiand-Macomb interceptor Drain Drainage District-Drain Bonds, Series 20108
payahle through 2030 with interest at 1.15% t0 5.9% 866,484 - (24,572) 841,912 29,088
Oskdand-Macomb fnterceptor Drain Drainage District-Drain Bonds, Series 20104
payable through 2031 with interest at 2.5% 1,030,585 2,118,331 - 32,149,916 131,395
Qakland-Macamb Interceptor Drafn Drainage District-Orain Bonds, Series 2011
payable through 2033 with interest at 2.5% - 648,112 - £438,112 -
et OPER Obligations - Water and Sewer 26,155 27,9086 {53,601} 460 -
Compensated absences - Water and Sewer 278,804 357,066 {327 785} 308,085 262,964
Tatal business-type activities 5 4477038 5 3,152415 § (855958} § 7073485 5 595457

Component Units

Tax Tribunat ’ s 314051 & 35,080 & {18,602} 5 27479 S -
Compensated absences 36,859 40,682 {25,784} 51,717 79,021
Tota! component units S 67,910 § 40,652 % (44,396} S 79,196 & 25,021

Annual debt service requirements to maturity for the above bonds and note obligations
are as follows:

Governmental Activities Business-type Activities
Principal interest Total Principat interest Total

2012 $ 3,255,889 3 847,141 $ 4,103,030 5 335,493 S 285,180 S 620,593

2013 3,287,622 755,439 4,043,061 339,891 299,565 639,456
2014 2,545,060 667,104 3,212,104 . 503,198 - 288,439 791,637 .

2015 2,610,000 577,014 3,187,014 511,695 273,020 784,715

2016 2,715,000 483,758 3,198,758 545,837 256,587 802,424

2017-2021 9,850,000 1,171,283 13,021,283 . 2,314,885 696,773 3,011,758

2022-2025 855,000 74,616 929,616 1,309,835 295,749 1,605,584

2027-2031 - - - 904,006 94,519 998,525

S 25,118,511 S 4,576,355 5 79,694,866 S 6,764,940 S 2489752 S 9254692
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Clty of Rochester Hsiis, Muchzgan

Notes toFmanczaiStatements
December 31, 2011

Note 7 - Long-term Debt (Continued)

The Oakland-Macomb Interceptor Drainage District (OMID) is a construction and
rehabilitation project that began in 2010 and is a projected to continue through 2014.
The OMID Series 2010B bonds were issued as Federally Taxable Recovery Zone
Economic Development Bonds and are eligible to recover tax credit payments from the
United States Treasury equal to 45 percent of the interest payable on the bonds. The
City’s total tax credit over the next 20 years will be $254,714.

OMID was also approved for $42 million of loans in which $16 miilien of the debt will be
federally forgiven and $26 miliien are loans from the Michigan State Revolving Fund
(SRF) (OMID Series 2010A and OMID Series 2011). During the year, the City's portion of
SRF draws was 52,767,444,

Advance and Current Refundings

During the year, the City issued $2,270,000 in general obligation bonds with an average
interest rate of 2.54 percent. The proceeds of this bond were used to advance refund
$2,220,000 of outstanding capital improvement general obligation bond with an
average interest rate of 4.19 percent. The net proceeds of $2,293,322 (after payment of
$59,459 in underwriting fees and other issuance costs) were used to purchase US.
government securities (SLUGs). Those securities were deposited in an irrevocable trust
with an escrow agent 1o provide for future debt payments on the old bonds. The
refunding bonds net present value savings was 4.63 percent or $101,887.

Additionally, in prior years, the City defeased certain bonds by placing the proceeds of
new bonds in an irrevocable trust to provide for all future debt service payments on the
oid bonds. At December 31, 2011, $13,995,000 of prior bonds outstanding is considered
defeased.

The total considered defeased as of December 31, 2011 is $16,545,000. Accordingly,

the trust accounts” assets and liabilities for the defeased bonds are not included in the
basic financial statements.
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Caty of Rochester Hilis, Muchngan

Notes to Fmanmai Statements
December 31, 2011

Note 7 - Long-term Debt (Continued)
Future Revenues Pledged for Debt Payment

County Contractual Obligations - The above contractual obligations to the County are
the result of the County issuance of bonds on the City's behalf. The City has pledged to
raise property taxes, to the extent permitted by law, if necessary to fund the obligation
to repay the County. Proceeds from the County bonds provided financing for the
construction of drains described above. The remaining principal and interest to be paid
on the bonds is $5,444,634. During the current year, net revenue generated by
property tax millages was 51,924,490 compared to the annual debt requirements of
$1,994,981.

Contract Bond - The City has pledged substantially all revenue of the Water and Sewer
Fund, net of operating expenses, 10 repay the above water and sewer contract bond.
Proceeds from the bonds provided financing for the extension of water and sewer
mains. The bonds are payable from the net revenues of the water and sewer system.
The remaining principal and interest to be paid on bonds totaled $7,783,329. During the
year, net operating revenues of the system were approximately $6,821,146 compared
to the annual debt requirements of $345,746.

“WNote 8 - Restricted\Assets

. Assets heid at) County represent the City's partion of bond proceeds held
for the improvement of the water and sewer in the amount of $490,128. The
holds these onles to apply against future watyy r and sewer system construction
City. Oakland Caynty has invested these monies '1__ ailocated interest earned as
an _rease to the amounitdue the City.

Note 9 - Risk

The City is'posed to various risks & . loss related to property Iostorts, errors and
omissions, anmpiovee injuries {workess ’ compensation}, as well as edical benefits
provided to emyees The City has puhased commercial msurancfor medical
claims and particips in the Michigan Mummi League risk pool program fay workers’
compensation d the Michigan Municipa MRisk Management Authorityisk pool
for claims relating to _- liability, motor vehs and comprehensive pperty
damage. Settled claims rel ting to the commercial have not exceedethe

m any of the past three fiscai

amount of insurance coveraga,



Debt Capacity

These schedules contain trend information to help the reader assess the affordability of the
City's current levels of outstanding debt and the City’s ability to issue additional debt in the
future.
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City of Rochester Hills, Michigan

2002 2003 2004 2005
Governmental Activities
General obligation bonds S 45,640,807 % 35,920,000 & 33,425,000 S 30,760,000
County contractua! obligations 15,427,783 14,341,553 13,058,037 14,865,013
Special assessment bonds 4,925,600 4,445,600 3,940,000 3,535,000
Capital leases ~ 5,025,000 4,850,000 4,650,000
Total 65,893,590 59,731,553 55,273,037 53,810,013
Business-type Activities
County contractual obligations 7,500,807 - - 3,8C0,000
Totai debt of the government $ 73,484,397 S 59,731,553 § 55,273,087 S 57,610,013
Total taxable value $ 2,758,242,680 $ 2,910,321,490 $ 3,064,862,240 & 3,230,824,070
Ratic of total debt to taxable value 2.66% 2.05% 1.80% 1.78%
Total pepuiation 68,825 68,825 68,825 68,825
Total debt per capita based on taxable value & 1,067.84 3 867.88 S 803.10 S 837.05
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City of Rochester Hills, Michigan

" Debt Capacity Information
Ratios of Outstanding Debt

2006 2007 2008 2009 2010 2013

S 28,505,000 5 26,150,000 S 23,680,000 S 20,880,000 S 18,320,000 § 16,840,000

13,263,953 11,602,935 9,903,228 8,180,811 6,342,564 4,573,511
3,105,000 2,625,000 2,150,000 1,675,000 1,350,000 1,175,600
3,630,000 3,430,000 3,205,000 2,980,000 2,755,000 2,530,000

48,503,953 43,807,935 38,938,228 33,715,811 28,767,564 25,118,511
3,700,000 3,550,000 3,400,000 3,250,000 4,172,069 6,764,940

s 52,203,953 % 47,357,835 5 42,338,228 3§ 36,965,811 § 32,939,633 § 31,883,451

$ 3,401,875,910 S 3,602,018,960 § 3,727,386,610 S 3,742,654,190 5 3,600,917,135 5 3,194,661,27C

1.53% 1.31% 1.14% 0.89% 0.91%
69,405 63,183 68,120 69,014 70,995
s 75216 S 68453 S 62152 § 535.63 $ 463.97 s
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City of Rochester Hills, Michigan

Debt act if'in "
Ratios of General Bonded Debt Cutstanding

Other General Total Debt Obligation  General

General Bonded Bonded Debt  General Bonded Debt 10 Obligation
Fiscal State Equalization Debt Obligation Obligations Debt Obligation  Taxable Debt per
Year Value Population OQufistanding (1) Outstanding (2) Qutstanding Value Capita
2002 S 3,410,174,480 68,825 § 38,140,000 S 15,427,783 & 53,567,783 1.57% 5 77832
2003 3,642,048,760 68,825 35,220,000 19,366,553 55,286,553 1.52% 803.29
2004 3,827,411.,860 68,825 33,425,000 17,908,037 51,333,037 1.34% 745.85
2005 4,012,356,450 68,825 30,760,000 19,515,013 50,275,013 1.25% 730.48
2006 4,184,283,990 69,405 28,505,000 16,893,953 45,398,953 1.08% 654.12
2007 4,175,552,010 69,183 26,150,000 15,032,935 41,182,935 0.99% 505.28
2008 4,042,390,520 68,120 23,680,000 13,108,228 36,788,228 C.91% 540,05
2009 3,728,995,735 69,014 20,880,000 11,160,811 32,040,811 G.86% 464.27
2010 3,238,195,190 70,995 16,945,000 9,097,564 26,042,564 6,82
2011 3,020,846,313 70,995 15,665,000 7,103,511 22,768,511 0.75% 320,71 1}

Source: City of Rochester Hitls

{1) Genera! bonded debt includes all direct bonded debt with the exception of Special Assessment
and Michigan Transportation Bonds.

{2} Other general bonded debt inciudes County contractual obligations,
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Csty af Rochester Hai!s, Mnchagan

Debt Capacaty Enfrmatton
. Direct and Overlapping Governmental Activities Debt
Net General Bonded  City Share

Debt Outstanding  as Percent Net City Share
Governmental Unit Fiscal Yegr 2011 of Gross Fiscal Year 2011

Direct debt - City of Rochester Hills s 16,341,000 100.00 S 16,341,000

Overlapping debt:

Rochester School District 168,920,000 60.02 101,385,784
Avondale School District 110,444,455 48.42 53,477,205
Oakland County at Large 91,921,359 5.88 5,404,976
Qakland Community College 5,675,000 591 299,933
Qakland intermediate S5chool District 63,250,000 5.89 3,725,425

Total averlapping debt 439,610,814 164,293,323

Total 5 455,951,814 S 180,634,323

General bonded debt includes all direct bonded debt with the exception of Special
Assessment and Michigan Transportation Bonds.

Overlapping debt figures supplied by Municipal Advisory Council of Michigan.

The percentage of everlapping bonded debt applicabie to each governmental unitis estimated
using the taxable valuation of assessed property. Applicable percentages were estimated by
determining the portion of each governmental unit's taxable property located within the
boundaries of the City of Rochester Hills and dividing it by that governmental unit's total taxabie
vaiue.
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City of Rochester Hills, Michigan

Bebt Limit
State equaiized valuation
Debt limit (10 percent of State equalized valuation)

Tatal debt limit

Debt Subject to Debt Limit
Total debt
Less deduction:
Special Assessment Bonds
Michigan Transportation Highway Fund Bonds

Total amount of debt subject to limit

Legal Debt Margin

Net Debt Subject to Limit as
Percentage of Debt Limit

2003

2003

2004

2005

$ 3,410,174,49C S 3,642,048,760

5 3,827,411,860

5 4,012,356,450

190,00 i0.00 18.00 10.00
341,017,449 364,204,876 382,741,186 401,235,645
65,993,590 59,731,553 55,273,037 57,610,013
~ 4,825,000 4,445,000 3,840,000 3,555,000

3,680,000 3,210,000 2,695,000 2,125 000
57,388,590 52,076,553 48,638,037 51,830,813

S 283,628,858 S 312128373 $ 334,103,149 S 349,305,632
16.83% 14.30% 12.71% 12.94%
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City of Rochester Hills, Michigan

ty !nformation
Legal Debt Margin

2006 2007 2008 2009 2010 2013

$ 4,184,283,990 5 4,175,552,010 S 4,042,390,520 $ 3,728,895,735 $ 3,238,195,190 3 3,020,846,313

1¢.00 10.60 13.00 10,00 10.00 10.00 . v
418,428,399 417,555,201 404,239,052 372,869,574 323819518 302,084,631 W
52,203,953 47,357,535 42,338,228 36,865,811 32,836,633 32,012,812
3,105,000 2,625,000 2,150,000 1,675,000 1,350,000 1,175,000 f " j
2.025 000 31,875,000 1,725,000 1,575,000 1,375,000 1,175,000 /L’(;M
47,073,853 42,857,935 38,463,228 33,715,811 30,211,633 29,662,812 D w

3 371,354,446 S 374697,266 S 365775824 5 339,183,763 S 293,607,886 5 272,421,819

. Q.&W

11.25% 10.26% 9.51% 8.04% 9.33% 8.82% f

ES
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City of Rochester Hills, Michigan

Water and Sewer Revenue

Operating Debt Service

Expenses Net
Fiscal Operating (Less Operating -
Year Revenue Depreciation) Income {Loss) Principal interest Coverage
2002 $15,813,734 $16,398,796 S (585,062) § 2,384,069 S 172,155 {0.29)
2003 17,744,197 17,036,763 707,434 2,300,807 34,264 0.05
2004 17,797,289 16,436,274 1,361,015 - - -
2005 20,516,429 19,955,285 561,144 - 26,630 0.05
2006 24,457,874 20,406,353 4,051,521 100,000 133,115 0.03
2007 25,885,763 23,983,445 2,002,318 150,000 152,781 0.08
2008 24,910,422 22,174,326 2,736,096 150,000 146,781 0.05
2009 25,904,015 22,692,598 3,211,416 150,000 140,781 0.04
2010 29,010,706 22,995,475 6,015,227 150,000 133,636 0.02
2011 30,055,678 23,299,258 6,756,420 174,572 171,425 0.03

Note: Details regarding outstanding debt can be found in Note 7 of the financial statements.
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Cxty af Rochester Hills, Mlchigan

| Debt Ca pacuty !normatson
Pledged-revenue Coverage

Special Assessment Bonds

Debt Service

Special

Assessment
Collections Principal interest Coverage
$ 405,365 $ 700,000 S 277,669 0.68
297,126 650,000 244,944 0.82
213,212 505,000 209,680 0.98
164,366 405,000 184,884 1.12
103,180 433,000 165,724 1.61
90,333 480,000 145,093 1.61
95,057 475,000 122,620 1.28
84,006 475,000 99,050 1.18
68,032 325,000 77,125 1.13
55,074 175,000 60,250 1.09
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