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Novemberl9, 2004
Council PresidentloanBauer
and Council Members
10th Floor City Hall
Lansing,Michigan 489331694

Dear PresidenBauerand Council Members:

We arepleasedo submitthe comprehensivennualfinancial reportof the City of Lansing,
Michigan for thefiscal yearendedJune30, 2004. Responsibilityfor boththe accuracyof the data,andthe
completenesandfairnessof the presentationincluding all disclosuresyrestswith the City. To the bestof
our knowledgeandbelief, the encloseddataare accuraten all materialrespectsandarereportedin a
mannerdesignedo presentfairly thefinancial positionandresultsof operationsgovernmenwide and of
the variousfunds of the City. This managemenassurancés supported by a comprehensivesystemof
internal controlsdesignedo reasonablyensurethat assetf the City are protectedfrom loss, theft or
misuseandto ensurethat adequateaccountingdataare compiledto allow for the preparationof these
financial staementsn conformity with generallyacceptedaccountingprinciples. Suchcontrolsinclude
appropriatepolicies andprocedurespngoingrisk assessmengndmonitoring andreview processes
which arecommunicatedhroughoutCity operationsDisclosuresneessaryto enablethe readerto gain
an understandingf the City's financial activities havebeenincluded.

This letter of transmittalis designedo complementhe ManagemenDiscussionand Analysis
andshouldbereadin conjunctionwith it. The Managenent Discussionand Analysis canbefound
immediatelyfollowing the IndependenAuditor Report

Thefinancial reportingentity (the City) includesall of the fundsandof the primary government
(i.e., the City aslegally defined),aswell asits blendedcomponentunits. Blendedcomponentunits,
althoughlegally separateentities are,in substancepart of the primary government’'soperationsandare
includedaspartof the primary governmentThe LansingBuilding Authority, the Tax IncrementFinance
Authority andthe Brownfields Redevelopmen&uthority are blendedcomponentunits. Discretely
presenteccomponentunits arereportedin a separateolumnin the combinedfinancial statements$o
emphasizehatthey arelegally separatdrom the primary governmeniandto differentiatetheir financial
position, resultsof operationsandcashflows from thoseof the primary government.The Lansing
Entertainmen®& Public Facilities Authority, is reportedasa discretelypresenteccomponentunit.

The City providesa full rangeof services;ncluding police andfire protection;sanitation
servicesihe constructionandmaintenancef highways,streets sewersandinfrastructure;recreational
activitiesandsupportfor humanservicesandcultural events.

ServingasMichigan'scapital since1848, Lansingwasincorporatedin 1859 andoperatesunder
provisionsof Public Act 279 of 1909,asamendedthe "Home Rule City Act"). The City is locatedin the
lower middle of Michigan'slower peninsulaandoperatesindera strang Mayor form of government
establishedby 1978 Charterrevision. It is amaturecore City with a populationof 119,286accordingto
revised2000 Censudigures.



City of Lansing

ECONOMIC CONDITION AND OUTLOOK

Today,aswith muchof the pastdecadelansingis the numbe one passengecar assemblysitein North
Americathe“Car Capital”. Throughregionaleconomicdevelopmengefforts andincentives,it hashelpedto
securethis positionwith 2001 constructionof the GeneralMotors (GM) GrandRiver AssemblyPlant,a new GM
stampingplant, andongoingconstructionof the new GM LansingDelta AssemblyPlant. Thesenew high
technologymanufacturingcentersare consideredndustry models,replacingfacilities with rootsthataremore
than 100yearsold andhelpingto secureLansing’s employmentand economicbasewell into the new century.
Enhancingeconomicandemploymentprospectsaswell asGM’s competitiveposition, Lansingcontinuesto
work with the Companyand neighboringDelta townshipto attractandhousesecondanandtertiary sequencing
suppliers.

Unlike manyothercapitalgoodsmanufacturingcenters Lansing’seconomyis multi-faceted helpingto
shieldthe areafrom someof the more pervasivecyclical trendsassociatedvith a strictly manufacturingbased
economy.As the StateCapitol, by Constitution,the principle offices of all StateDepartmentsnustbe locatedin
Lansing.Stategovernmentaspartneredwith Lansingon numerouseconomicdevelopmenprojects,attracting
attendantassociationandvendorsseekingto do businesswith the State.Lansingis adjacentto Michigan State
University, aland grantinstitution with a communityservicemission,andthe largestof the“Big Ten”
Universities.Two Lansinghospitals,employingmorethan8,000 people,haveemergedasregionalhealthcare
centersandboth areratedamongthe top hospitalsin the countryin severalmedicalspecialtiesindicative of the
relative stability of Lansing’seconomy while nationalunemploymenexceeded% and Michigan statewide
unemploymenivas6.8%in Juneof 2004, Lansingunemploymenivas5.0 % andthe secondowest of
Michigan’s 16 reportingregions.

Economic Development Lansingmakesstrategicuseof a“toolbox” of developmentindredevelopment
incentivesandpartnershipsandis continuing a decadeof successn attractinginvestmentandreinvestmenin
industrial, commercialandhousingsectors Major ongoingprojectsinclude:

-Boji Development. This projectis now nearingcompletionandwill provide 100,000squarefeet of
privately ownedoffice spacenearthe StateCapitol. The Stateof Michigan will relocatesome700 employeego
Lansing’sdowntownarea,including a portion of this facility. Throughits Building Authority, the City issued$19
million in bondsfor anadjacentl,230spaceparkingramp. The developerandnearbybusinessesvill guarantee
leasefor mostspacedor the 25 yearlife of thesebonds.Bondswereissuedin taxableandnontaxableseriesand
wereratedAaafrom Moody'’s InvestorServicesand AAA by Standardand Poors Corporation.The City
commitmentis conservativelyexpectedto be self -funding, with new propertytax revenueaccruingto the City’s
Tax IncrementFinanceAuthority (TIFA), oncerelatively minor Brownfields restoration(See*Prudden
Development’below.) commitmentsaremet. A Core Communitiesinitiative grantandloan from the Stateis
assistingwith this project.

-Prudden Development. As a core City, Lansing'sgrowth hasbeenrestrictedby the lack of significant
parcelsof undevelopedand, andby the higher costsassociatedvith restorationof obsoletesites(“brownfields”).
Public Act 381 of 1996 providesfor the captureof increasedax valuefrom redevelopmenof brownfield sitesto
reimbursedeveloperdor costsassociatedvith suchrestoraton, andLansingis making extensiveuseof this
redevelopmentool. In 1998, the City, in partnershipwith a private developerreceiveda Michigan Transportation
EconomicDevelopmentgrantfor newroadserviceto anabandonedactory facility (PruddenMotor Wheel)on
the City's Northeastside. The City leaseda portion of this facility to serveasaNorth Police Precinctwhich was
intendedto actasalinchpin to a major redevelopmengffort. A significantlocal engineeringand consultingfirm,
andelemens of LockheedMartin Corporationrelocatedto the site.

With the succes®f thefirst phaseof this developmentgconstructionis proceedingon renovationof afour
storyfactory building on the siteto 110loft style apartmentsat an approximatecostto developersof $1.32
million. The projectalsoincludes120 new luxury rentalunits on the site at aninvestmentof $8.2million, anda
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City of Lansing

further 60,000squarefoot office developmentepresentsninvestmentof $2.5million. The City is providing for
brownfields recaptureunderP. A. 381 for theseprojects.The Stateof Michigan is providing creditsagainstits
Single BusinessTax (SBT) to assistthe project.

-Boys Training Center Development: A 25 acresite which wasformerly the Stateof Michigan’s Boys
Training Schoolwaspurchasedy the City, andsubsequentlsoldto the Burton-KatzmanCompanywhich is now
constructingsome200 units of private marketbasedhousingadjacentto Lansing’sEasternand Catholic Central
High Schoolsand SparrowHospital. Representingsome$27 million in private developmentthe projectis
assistedby a brownfield recaptureagreemenfor environmentakndsite utility costs.The City, throughthe
LansingBrownfield's RedevelopmenAuthority (LBRA), issued$2,225,000in bondsto supportthis projectin
August, 2004.

TheseBondswereratedAa3 by Moody'’s InvestorServicesandAA+ by StandardandPoors
Corporation,reaffirming Lansing'sbondrating asoneof the highestin Michigan.

-GM Lansing Delta Assembly Plant. Constriction is now underwayand expectedo be completedfor
productionby the Spring of 2006. This projectis facilitated by an unprecedenteihtergovernmentaagreement
betweenLansingandadjacentDelta Township underMichigan Public Act 425. The agreementonditionally
transferredL000acresfrom Delta Townshipto the City for twenty-five years,with optional renewal,andprovides
for sharingof propertytax revenueandservices All incometax revenuewill accrueto Lansing,while property
taxeswill be split betweenthe two entities.Subsequento the agreementlansingprovidedreal propertytax
abatemenbf 50% of the costof plant construction,and 100% of new plantequipmentunderMichigan Public
Acts 198 and 328. Offsetting theseabatementsisM agreedto pay an InfrastructureRecoveryand Service
paymentto the City. It shouldbe noted,thatthe facility underconstructionandthe new stampingplantwhich has
alreadybeencompletedat the site utilize only about300 acres |eaving significant spacefor future expansion.

Despitebroadscaledevelopmensuccesandlow relative unemploymentlike muchof theindustrial
Midwest Lansingexperiencedcontinuedchallengesn FY 2004. Suchchallengeswverelargely attributableto the
slow paceof economicrecowery elsewheran Michigan, and Stategovernment’'sresponseso resultingrevenue
shortfalls.A mid-yearreductionin StateRevenueSharingof $1.2million wasoffsetthroughmaintaining
vacancieccurringthoughpositionturnover,reducedexpendituredor norressentiacapital projects,andcontrol
andmonitoring of internal operatingcosts.Despiteshortfallsin incometax revenuedrom original estimates,
attributableto a hiring moratoriumin StateGovernmentandhistorically low ratesof returnon shat term
investments,the City completedthe fiscal yearusing $139,459essof its Budget StabilizationFund,andnoneof
the $262,566in GeneralFund-FundBalancewhich wasoriginally appropriated.

FY 2004 representedhefirst time thatthe City used funding reservedrom its BudgetStabilizationFund
(BSF). The BSFwasestablishedy ordinancein FY 1994-95 with atransferof $5.6 million from its General
Fund-FundBalance.Evenafter utilizing $2,063,912%rom the Fundin FY 2004,$8,293,030remainsavailable.By
policy the City may useno morethan20% of its availableGeneralFund Fund Balanceand BSFreservesn any
oneyear.This is intendedto ensurethatlarge structuraldeficits are not generatedy exhaustingsuchreserves
beforebudgetbalarcing measuregreundertaken.

To meetpolicy requirementsaind maintainits financial stability, the City hasengagedemployeesand
Directorswithin its principal departmentsn a broadstrategiceffort to resolvestructuralissueslt hasidentified
andis implementingsignificantfunding changewhich will occurin FY 2005. Suchrestructuringwill largely
occurwithout diminishing services.The original FY 2005 budgetincluded$1.8 million from its GeneralFund
FundBalanceand BudgetStabilizationFund. It is now anticipatedthatit will not needto useanyfunding from its
reservesExamplesof funding changesnclude: Throughajoint managemenlabor effort, the City will self insure
employeehealthcarewith appropriatendividual andaggregataeinsuiance;arate agreemenhasbeennegotiated
betweenthe City andthe LansingBoard of WaterandLight to achievesavingsin electricalcosts;the City has
increasedats liability insurancedeductiblefrom $100,000to $350,000to betterreflect experiencehistory;the
City’s franchiseagreemenfor cabletelevisionis beingrenegotiatecandis expectedo increaserevenue.
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Among othersignificant financial policies, The City hasestablisheda VEBA planfor non-police andfire
employeedeginningemploymentafter 1990. In addition, the City hasbegunfunding for both police andfire
employeesandthosemembersof the EmployeesRetirementSystemwho beganemploymentprior to 1990
throughthe respectivepensionsystemsWhile high healthcarepremiumincreasesandrevenueshortfall
precludedvoluntary excesscontributionsin FY 2004, the City hascontinuedto makethosecontractualand
actuarialcontributions,with aview that suchfunding will greatlycontributeto long termfinancial stability. A
revisedactuarial studyis underwayto determinefuture funding needs Regardingthe City’s two definedbenefit
retirementplans,the Police and Fire RetirementSystemis 103.8%fundedandthe EmployeesRetirementSystem
is 86.3%fundedasof December31, 2003. This reflectsthe PensionFundedRatio of Actuarial AccruedLiability
methodof measuringhe systems’progressn accumulatingoenefitswhendue.

Also, with adoptionof its FY 95 Budget,the City implementeda policy of dedicatinga minimum of 4%
of GeneralFundexpendituredo infrastructure.ln mostyears the City hasexceededolicy funding levels.In FY
2003,the City increasedts policy commitmentto 5%, incorporatingGeneralFund supportfor its Combined
SewerOverflow programwithin its SewageFundto partially cashfund the program.In FY 2004, initial support
exceededb%; however,StateSharedrevenuereductionsnecessitatedleferralof somelower priority activities.
The original 4% commitmentwasmaintained Partially offsetting reducedavailablefunding from its General
Fund,the City utilized projectresidualsworkedto closeseveralolder bondfunds,andmadeplanneduseof 2003
SewageBond proceeds.

OTHER INFORMATION

Budgeting Controls. The objectiveof the City's budgetarycontrolsis to ensurecompliancewith legal provisions
embodiedin the annualappropriatedoudgetapprovedby City Council. The City alsomaintainsanencumbrance
accountingsystemasonetechniqueof accomplishingbudgetarycontrol. Encumberedamountsapseat yearend.
However,encumbrancegenerallyarere-appropriatedaspart of thefollowing year'sbudget.Council appropriates
to alevel of PersonnelQOperatingCosts,Debt, Equipment,and (whereapplicable)Contingencieswvithin each
Departmentanddelegatesexpendture control within thesecategorieso managemenwith specificreporting
requirementsunderadoptedpolicy.

Risk Management. The City carriesall-risk coverageon all realand personalpropertyandcontents.The total
coveragds $200million with a $25,000deductible.Workers Compensatioris self insuredwith excess
reinsurancecoveragefor claimsexceeding$500,000from the StateAccident Fund. The City carriesliability
coveragein theamountof $16 million peroccurrence.

Independent Audit . Statestatutesrequireanannualaudit by independentertified public accountantsThe
accountingfirm of PricewaterhouseCoopetd P, wasselectedby the City's Audit Committee.In additionto
meetingrequirementssetforth in Statestatutesthe audit alsowasdesignedo meetthe requirementof the
FederalSingle Audit Act of 1984 andrelatedOMB Circular A-133. The auditor'sreporton the generatpurpose
financial statement&nd scheduless includedin the financial sectionof this report.

Awards. The GovemmentFinanceOfficers Association(GFOA) awardeda Certificate of Achievementfor
Excellencein FinancialReportingto the City for its ComprehensivéAnnual FinancialReportfor thefiscal year
endedJune30, 2003. This wasthe 26th consecutiveyearthatthe City hasreceivedthis prestigiousaward.In
orderto be awardeda Certificate of Achievementthe City mustpublishan easilyreadableand efficiently
organizedcomprehensivannualfinancial report. This report satisfiedboth generallyacceptedaccounting
principlesandapplicablelegal requirements.

The Certificate of Achievementis valid for a period of oneyearonly. We believethat our currentComprehensive
Annual FinancialReportcontinuesto meetthe Certificate of AchievementProgram'sequirenentsandwe are
submittingit to the GFOA to determineits eligibility for anothercertificate.
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Acknowledgments. The preparationof this comprehensiveannualfinancial report,on atimely basis,wasmade
possibleby the dedicatedserviceof the entire steff of the FinanceDepartmentBecauseof vacanciesanda hiring
freeze,many staff wereworking in out of classassignmentsluring the audit, andthe resultsreflectthe extra
efforts of all involved. Eachmemberof the departmentasour sincereappreciadion for their contributionsmade
in the preparationof this reportandin the financial managemenof the City. The 26th consecutiveGFOA award,
recognizingtheir efforts, is well deservedndeed.

Sincerely,

Tony Benavides
Mayor

GlennKirk
Director of Finance
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Report of Independent Auditors

The HonorableMayor
andMembersof City Council
City of Lansing,Michigan

In our opinion, basedon our audit and the report of other auditors, the financial statementsf the
governmentalactivities, the businesstype activities, the aggregatediscretely presentedcomponent
units, eachmajor fund, and the aggregateremaining fund information of City of Lansing, Michigan
(the “City”) which collectively comprisethe City’s basicfinancial statementsaslisted in the table of
contents, presentfairly, in all material respectsthe respectivefinancial position of the governmental
activities, the businesgype activities, the aggregatediscretely presenteccomponentunits, eachmajor
fund, andthe aggregataemainingfund information of the City’s at June30, 2004, and the respective
changesin financial position and cash flows, where applicable, thereof for the year then endedin
conformity with accountingprinciples generallyacceptedin the United Statesof America. We also
have audited the financial statementf the City’s nonmajor governmental nonmajor enterprise,and
fiduciary fund's presentedas supplementaryinformation in the accompanyingcombining and
individual fund financial statementssof andfor the yearendedJune30, 2004, aslisted in the table of
contents These financial statementsare the responsillity of the City’s management. Our
responsibilityis to expressopinions on thesefinancial statementdasedon our audit. We did not audit
the financial statemerd of the Lansing Entertainmentand Public Facility Authority, which statements
reflect total assetof $1,520,375asof June30, 2004 andtotal revenuesof $6,114,267for the yearthen
ended, together the Local Site Remediation Revolving internal service fund and the Brownfield
Redevelopmenfuthority specialrevenuefund, which statementseflect total assetof $238,263as of
June30, 2004, andtotal revenuef $260,483for the yearthenended,andthe Tax IncrementFinance
Authority, which statementseflect total assetof $366,886as of June30, 2004, and total revenuesof
$4,873,366for the yearthen ended. Thosefinancial statementsvere auditedby other auditorswhose
report thereonhasbeenfurnishedto us, and our opinions expressecherein,insofar asit relatesto the
amountsincluded for the Lansing Entertainmentand Public Facility Authority, a businessype fund,
the Local Site RemediationRevolving and the Brownfield RedevelopmentAuthority funds and the
Tax IncrementFinanceAuthority, all governmentalfund types, are basedsolely on the report of the
other auditors We conductedour audit of these statementsn accordancewith auditing standards
generally acceptedin the United Statesof America and the standardsapplicableto financial audits
containedin GovernmentAuditing Standardsissuedby the Comptroller Generalof the United States
Those standardsrequire that we plan and perform the audit to obtain reasonableassuranceabout
whetherthe financial statementsre free of materialmisstatement.An audit includesexamining,on a
testbasis, evidencesupportingthe amountsand disclosuresin the financial statementsassessinghe
accountingprinciples usedand significant estimatesmadeby managementand evaluatingthe overall
financial statemenfpresentation. We believethat our audit andthe report of other auditorsprovidesa
reasonabléasisfor our opinions.
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In accordancewith GovernmentAuditing Standardswe have also issuedour report datedNovember
19, 2004 on our consicerationof the City’s internal control over financial reportingand on our testsof
its compliancewith certain provisionsof laws, regulations,contractsand grant agreementsand other
matters. The purposeof that report is to describethe scopeof our testing of internal control over
financial reportingand complianceandthe resultsof that testing,and not to provide an opinion on the
internal control over finandal reporting or on compliance. That reportis anintegral part of an audit
performedin accordancewith GovernmentAuditing Standardsand should be consideredn assessing
the resultsof our audit.

The management'giscussionand analysisand the budgetarycomparisoninformation on pages13
through 23 and 85 through 87 are not a required part of the basic financial statementsbut are
supplementanynformation requiredby accountingprinciples generalacceptedn the United Statesof
America We have applied certain limited procedures,which consistedprincipally of inquiries of
managementegarding the methodsof measuremenaénd presentationof the required supplementary
information. However,we did not auditthe information andexpresso opinion onit.

Our audit was conductedfor the purpose of forming opinions on the financial statementsthat
collectively comprisethe City’s basicfinancial statemats. The introductoryandstatisticalsectionsare
presentedfor purposesof additional analysis and are not a required part of the basic financial
statements. Thesesectionshave not beensubjectedto the auditing proceduresappliedin the audit of
the basicfinancial statement@nd,accordingly,we expressno opinion on them.

Novemberl9, 2004
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MANAGEMENT'S DISCUSSION AND ANALYSIS

The managemenbf the City of Lansing, Michigan (“the City”) providesthis narrativeoverview and analysisof
the financial activities of the City for the fiscal yearendedJune 30, 2004 for the benefit of the readersof these
financial statements. This management'sliscussionand analysis(“MD&A”) is intendedto assistthe readerin
focusing on significant financial issuesand provide an overview of the City’s financial activity. The City
encourageghe readersto considerthe following information herein conjunctionwith the financial statements
takenasawhole, which follow this section.

HIGHLIGHTS
Government-wide:

X The assetof the City exceededts liabilities atthe closeof thefiscal yea by $416.6 million (reportedasnet
asset}, a decreaseof $1.2 million from the previousyear. Componentunit of the City reportednet assetof
$486,256,a decreasef $240,624from the previousyear.

Fund Level:

x  As of the closeof the fiscal year,the City’'s governmentafunds reportedcombinedendingfund balancesof
$43.9million. Of this, $38.9 million is reportedasunreservedund balance,inclusive of $8.3 million in the
City's Budget Stabilization Fund (before fiscal year 2005 designationof $1.1 million) and $9.8 million
designatedor capital projectsfor subsequenyearexpenditure.The remainingfund balane of $5.0 million
is reservedor specific purposessuchaslong-term advancego otherfundsandencumbrancesAt the endof
thefiscal year,unreservedund balancefor the GeneralFundwas$5.6 million, adecreasef $378,723.

X The businesstype activities reportednet assetsat yearend of $203.8 million, an increaseof $3.4 million
during the year. The majority of the increaserepresentshe SewageDisposalFund’s $5.8 million in current
yearincome.

Debt:

X The City’'s total debtwas $253.2 million at June 30, 2004, an increaseof $53.5 million (or 27%), which
representsthe net difference betweennew issuancesand paymentsand refunding of outstandingdebt.
During the year,the City issueddebtof $78.5million, including $570,000in new capital leasedebtfor roof
replacement$210,000in new capital leasedebtfor computerhardware $14.3million in limited tax general
obligation bondsfor its CombinedSewerOverflow (CSO) abatemenproject, $39.9million in revenuebonds
for its CombinedSewerOverflow, and$19 million in Building Authority bondsfor downtowndevelopment.
More detailedinformation regardingtheseactivities andfundscan be found in footnote5, Debt which begins
on page62.

OVERVIEW OF THE FINANCIAL STATEMENTS

This MD&A is an introduction to the City’s basic financial statementswhich comprisethree components:1)
governmentwide financial statements2) fund financial statementsand 3) notesto the financial statementsThis
reportalsocontainsotherrequiredsupplementarynformation in additionto the basicfinancial statements.

Government-wide Statements (Reporting the City as a Whole) Thesestatementsnclude all nonfiduciary
assetsand liabilities, but excludeassetsand liabilities relatedto pensions.The Statemeniof Net Assetsand the
Statemenbf Activities aretwo financial statementghat reportinformation aboutthe City, asa whole, and about
its activities, which provide measurementsf long term trendsthat should help answerthis question:Is the City,
asawhole, betteroff or worseoff asa resultof this year'sactivities? Unlike the governmentafunds, the current
year'srevenuesand expensesre takeninto accountregardlessof when cashis receivedor paid, known as“full
accrualaccounting”.
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The Statemenhof Net Assets(pages25 and 26) presentsall of the City’s assetsand liabilities, with the difference
betweenthe two reportedas “net assets”.Over time, increasesand decreasesn net assetsare an indicator of
whetherthe City’s long termfinancial postion is improving or deteriorating.

The Statemeh of Activities (pages27 and 28) presentanformation showing how the City’s net assetschanged
during the mostrecentfiscal year. All changesn net assetsare reportedas soonasthe underlying eventsgiving

rise to the changeoccur, regardlessof the timing of related cashflows. Therefore,revenuesand expensesare
reportedin these statementsfor someitems that will only result in cash flows in future fiscal periods (e.g.
uncollectedtaxesand earnedout unusedvacationleave).

The Statemenbf Net Assetsandthe Statemenbf Activities reportthreeactivities, asfollows:

x  GovernmentalActivities — Most of the City’s basicservicesarereportedunderthis category.Propertytaxes,
income taxes, and intergovernmentalrevenuesgenerally fund these services. The Council (legislative
branch), the District Court (judicial branch),and generaloperationsof the executive branch departments,
suchaspolice, fire, parks,public works, andstaff departmentgall within the governmentahctivities.

X  BusinesstypeActivities— The City chargesfeesto customergo help coverall or mostof the costof certain
servicesit provides.Sewagecollection andtreatmentand commercialareaparking are examplesof business
type activities.

x  Discretely PresentedComponentUnits — Componentunits are legally separateorganizationsfor which the
elected officials of the primary governmentare financially accountable.The City has only one such
discretelypresentedunit; the LansingEntertainmentindPublic Facilities Authority.

Thesefinancial statementsnclude two schedulegpages31 and 33) that reconcilethe amountsreportedon the
governmentalfund financial statementgmodified accrualaccounting)with governmentalacivities (full accrual
accounting) on the appropriate governmerdwide statements.The following summarizesthe impact of
transitioningfrom modified accrualto full accrualaccounting:

x  Capitalassetsisedin governmentahctivities arenot reportedon govenmentalfund statements.
x  Certain revenuesthat are earned,but not available for use within the reporting period, are reported as
revenuesfor governmentalactivities, but are reported as deferred revenue on the governmentalfund

statements.

X  Other long-term assetsthat are not available to pay for current period expendituresare deferred in
governmentafund statementsbut not deferredon the governmentwide statements.

X Internal servicefunds are reportedas governmentalactivities, but reportedas proprietary fundsin the fund
financial statements.

X  Bond issuancecosts,discountsand premiumsin the issuanceof long term debt, arereportedasexpenditures
in governmentafund statementshut are capitalizedandamortizedin the governmeniwide statemets.

X Unless due and payable, long-term liabilities, such as capital lease obligations, compensatedabsences,
litigation, andothersonly appearasliabilities in the governmeriwide statements.

x  Capital outlay spendingin excessof capitalization threshold are recorded as capital assetson the
governmemnwide statementsbut arereportedasexpendituren the governmentafund statements.
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X Bond and note proceedsresultin liabilities on the governmentwide statementsput are recordedas other
financing sourceson the governmentafund statements.

x  Certain other outflows, such as debt service principal payments,representdecreasesn liabilities on the
governmentwide statementsbut arereportedasexpenditureson the governmentafund statements.

The Notes to the Basic Financial Statementsprovide additional information that is essentialto a full
understandingf the dataprovidedin the governmertwide andfund financial statementsThe notescan be found
beginningon page43 of this report.

Fund Financial Statements(Reporting the City's Major Funds)

The City’s Major Fundsare identified asits SewageDisposal Fund, its Parking SystemFund, and its Act 51
Major and Local StreetFunds,along with its GeneralFund. The major fund financial statementdegin on page
30. In additionto major funds, individual fund datafor the non-major funds beginson page89. A fund is afiscal
and accountingentity with a self-balancingsetof accountsthat the City usesto keeptrack of specific sourcesof
funding andspendingfor a particularpurpose.

X  Governmentalfunds-- Most of the City's basicservicesarereportedin the governmentafunds, which focus
on how moneyflows into andout of thosefundsandthe balancedeft at yearendthatareavailablefor future
spending. The governmentalfund financial statementsprovide a detailed shortterm view of the City's
general governmentoperationsand the basic servicesit provides. Governmentalfund information helps
determinewhether there are greateror fewer finandal resourcesthat can be spentin the near future to
finance the City's programs.Thesefunds are reportedusing modified accrualaccounting,which measures
cashand all other financial assetsthat can readily be convertedto cash. Governmentalfunds include the
GeneralFundandspecialrevenue capital project, debtservice,and permanenfunds.

x  Proprietary funds -- When the City chargescustomersfor the servicesit provides, whetherto outside
customersor to other agencieswithin the City, theseservices are generallyreportedin proprietary funds.
Proprietaryfunds (enterpriseand internal service)utilize full accrualaccounting;the samemethodusedby
private sectorbusinessesEnterprisefunds report activities that provide suppliesand servicesto the general
public. Examplesarethe SewageDisposalFundandthe Parking Fund. Internal servicefunds arereportedas
governmentahctivities on the governmentwide statements.

x  Fiduciary Funds-- The City actsasatrusteeor fiduciary, for its employe pensionplans.lt is also
responsibldfor otherassetghat, becauseof atrustarrangementcanbe usedonly for thetrustbeneficiaries.
The City's fiduciary activities arereportedin separateStatement®f Fiduciary Net Assetsand Changesn
Fiduciary Net Assetsbeginningon page40. Thesefunds, which include pensionand otheremployeebenefit
funds, arereportedusingfull accrualaccounting.The governmentwide statementexcludefiduciary fund
activitiesandbalancesecausdheseassetsareresticted in purposeanddo not represenspendableassetof
the City to financeits operations.

Additional Required Supplementary Information

Following the basicfinancial statementss additional RequiredSupplementaryinformation that further explains
and supportsthe information in the financial statements.The Required Supplementaryinformation includes
budgetarycomparisonschedulegeconciling the statutoryand generallyacceptedaccountingprinciples (GAAP)
fund balancesat fiscal yearend,andrequired pensionsupplementarynformation.
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Other Supplementary Information

Other supplementary information includes combining financial statementsfor nornrmajor governmental,
proprietary,andfiduciary funds. Thesefundsareaddedtogether,by fund type,and presentedn single columnsin
the basicfinancial statementsput are not reportedindividually, aswith major funds, on the governmentalffund
financial statements.

FINANCIAL ANALYSIS OF THE GOVERNMENT AS A WHOLE

The City’s combinednet assetdecreasedbl.2 million overthe courseof this fiscal year’s operationgo atotal of
$416.6million. The net assetsof the governmentalactivities decreasedb4.6 million or 2.2% and businesstype
activitiesincreasedb3.4 million or 1.7%.

NetAssetasof June 30,
(in millions of dollars)

Governmental Business-tyj Total Primary
Activities Activities Government
2004 2003 2004 2003 2004 2003
Asset
Curreniandothernon-currenassets $ 477 $ 563 $ 943 $ 569 $ 1420 $ 113.2
Capitalassets 228.1 233.4 318.3 289.4 546.4 522.8
| otalassets $ 275t $ 289.. $ 412.¢ $ 346.: $ 688.¢ $ 636.(
Liabilities
Liabilities
Long-terniiabilities $ 341 $ 542 $ 1921 $ 131.7 $ 226.2 $ 185.9
Otherliabilities 28.9 21.6 16.7 14.2 45.6 35.8
Totallhiabllities $ 63.( $ /5.t $ 208.t $ 145.¢ $ 271t $ 221..
Netassets
Investedn capitalassetsnetof relateddebt 197.5 193.5 138.8 163.7 336.3 357.2
Restricted - - 7 1.0 0.7 1.0
Unrestricted 15.3 20.4 64.3 35.7 79.6 56.1
Totalnetassets $ 212.¢ $ 213.¢ $ 203.t $ 200.¢ $ 416.¢ $ 414.:

The largestcomponent(81%) of the City’s netassetgeflectsits investmentin capital assetqe.g.land, buildings,
equipment,infrastructure,and others),less any relateddebt outstandingthat was neededto acquire or construct
the assetsUnrestrictednet assetsarethe nextlargestcomponentcomprising19%. Theserepresentesourceghat
may be usedat the City’s discretion,but often havelimitations basedupon policy action. The remainingportion,
restrictednet assetsjs subjectto externalrestrictionssuchas bond covenants City Charter, Statelegislation or
Constitutionalprovision.
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The following condensedinancial information was derived from the governmerdwide Statementof Activities
andreflectshow the City’s netassetchangedduring thefiscal year:

Changein NetAssets
for theFiscal YearEndedJune 30,
(in millions of dollars)

Governmental Business-tyy TotalPrimary
Activities Activities Government
2004 2003 2004 2003 2004 2003
Revenues
Prograntevenues
Chargesor services $ 207 $ 197 $ 392 $ 386 $ 599 $ 583
Operatingrants 15.7 16.0 - - 15.7 16.0
Capitalgrants 3.0 1.7 A1 9 3.1 2.6
Generatevenues
Taxes 67.8 68.7 - - 67.8 68.7
Statesharedevenue 17.7 19.4 - - 17.7 19.4
Unrestricte@rantsandContributions 8.7 8.8 - - 8.7 8.8
Unrestrictednvestment
Earnings .3 7 2 3 5 1.0
Other 2.9 1.7 4 3 3.3 2.0
Totalrevenues 136.8 136.7 39.9 40.1 176.7 176.8
Expenses
Generagovernmengdministrative 53.4 54.4 - - 53.4 54.4
PublicSafety 41.3 37.0 - - 41.3 37.0
PublicWorks 22.1 23.7 - - 22.1 23.7
RecreatiomandCulture 8.0 8.1 - - 8.0 8.1
Communitypevelopment 8.4 9.6 - - 8.4 9.6
InteresbnLongTermDebt 2.0 2.3 - - 2.0 2.3
Sewag®isposabystem - - 20.9 19.3 20.9 19.3
MunicipalParkingSystem - - 9.2 8.8 9.2 8.8
Cemetery - - .8 v .8 v
Golf - - 1.6 1.6 1.6 1.6
GarbagandRefuseCollection - - 1.3 1.3 1.3 1.3
Recycling - - 2.8 2.6 2.8 2.6
PotteParkZoo - - 2.5 2.2 2.5 2.2
Totalexpenses 135.2 135.1 39.1 36.5 174.3 171.6
Excesdefordransfers 1.6 1.6 .8 3.6 24 5.2
Transfersn (out) (2.7) (4.1) 2.7 3.7 - (.4)
Changes netassets (1.1) (2.5) 3.5 7.3 2.4 4.8
Beginningnetassets 213.9 216.4 200.4 193.1 414.3 409.5
Endingnetassets $ 212.¢ $ 213.¢ $ 203.¢ $ 200.¢ $ 416.. $ 414
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Governmental Activities:
Thefollowing chartdepictsrevenuef the governmentahctivitiesfor thefiscal year:

Revenues- Governmental Activities
Fiscal Year Ending June 30, 2004

Propertytaxandspecial
assessments Incometax
29.5%

Chargedor services

Miscellaneous 15.1%

2.2%

Unrestrictednvestment
earnings

Operatingrantsand
0.2% P o

contributions
11.5%

Unrestrlct.cka)cgr‘antsand Statesharedevenue Capitalgraqtsand
contributions 12.9% contributions
6.3% 2.2%

Propertytaxescomprised29.5% of GovernmentalActivities revenue with $2,205,186representingdebt service
on voted unlimited tax- general obligation debt. The City’s operating millage is currently 14.9 mills. In

accordancevith Charterand StateConstitutionalprovisions,the City maylevy up to 19.2635mills for operations
in FY 2005.

Incometaxescomprised20.1% of GovernmentalActivities revenuewhich fully appearswithin the GeneralFund.
Local incometax ratesare prescribedby Statelaw, andlimited in Lansing’'s caseto 1% of residentincome and
0.5% of theincomeof personsworking in the City, butliving outsideof its corporateboundaries.

State sharedrevenueis collected by the State of Michigan and distributed to local governmentsby formula
allocation of portions of the Statesalestax and motor fuel and weight taxes.FY 2004 receiptsfrom the Stateof
Michigan trended downward, due to declining salestax collections and discretionary reductionsin revenue
sharingpayments.
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Thefollowing chartdepictsexpense®f the governmentahctivitiesfor thefiscal year:

Expenses- Governmental Activities
Fiscal Year Ending June 30,2004

Community Intereston long-term
debt
1.5%

Transfers
1.9%

Generalgovernment,
administrative
38.7%

Recreationand culture
5.8%

Public works
16.0%

Public safety
30.0%

Businesstype Activities

Net assetof the businesstype activities increasedby $3.4 million during the fiscal year. The factor contributing
to theseresultswasfundsraisedfor the City’s combinedseweroverflow project.

The SewageDisposal SystemFund net assetdncreasedby $6,510,080.This is primarily a result of funding for
capital costsof the combinedsewerseparationproject. Sewagesystemrevenuesare expectedto increaseby 4%
peryearoverthe nextfive yearsto continuethis 30 yearproject.

Within non-major funds, CemeteriesGolf, Potter Park Zoo, Building DepartmentFund, Garbageand Rubbish,
andRecyclingremainsubsidizedby the GeneralFund.

The City of Lansingis continuingits five yearplanto eliminatethe unrestrictednetassetdeficit in the Golf Fund.

19



City of Lansing

FINANCIAL ANALYSIS OF THE CITY’'S FUNDS

As the City completedthe fiscal year, its governmentalfunds reportedfund balancesof $43.9 million. Of this
total amount,$38.9 million, or 88.6% constitutesunreservedund balance,which is availablefor appropriation
for the generalpurposesof the funds. This includes$8.3 million in the City’s BudgetStabilizationFund of which
$1.1 million has been appropriatedfor fiscal year 2005 and $9.8 million designatedfor capital projects for
subsequentear expenditure. The remainderof fund balanceis resrvedand is not available for new spending
becauseét hasalreadybeenreservedor specific purposesjncluding specialassessmentndencumbrances.

General Fund

The GeneralFundis the chief operatingfund of the City. At the end of fiscal year2003-2004, the GeneralFund
fund balancewas $6.9 million, including an unreservedund balanceof $5.6 million anda reservedfund balance
of $1.3 million. The GeneralFund’'stotal fund balanceremainedunchangedascomparedo FY 2003,asa result
of various operatingtransfersduring the yearto the City’s funds offset by a budgetedtransferfrom the Budget
Stabilization Fund in the amount of $2,063,912,in accordancewith policy and ordinance.Unreservedfund
balancedecreasedby $378,723 attributableto more contractualobligationsat yearendthanin FY 2003.

General Fund Budgetary Highlights :

Expendituresin comparisonto budgetwere reducedin virtually all operatingdepartmentsby a partial hiring
freeze impacting all but public safety positions, by sdective deferral of equipment purchases,and by
administrativeactionsto reduceoperatingcosts.

X Additional Human Servicesprogramswere addedduring FY 2004. Council budgetwas increasedor grants
and contractualservices Budgetedtransfersout were reduceddueto residualsbeing usedfrom infrastructure
closeoutdor roads.

X Property tax revenueincreased$1,431,1600r 4.6% in FY 2004. This occurred despite the economic
downturnat the StateandNational level andis attributedto the City’s economicdevelopmengfforts.

X Income tax revenuedecreased$l,746,211or 5.9% in FY 2004 due largely to reductionsin the State
governmentworkforce.

X Reductionof Statesalestax sharedrevenueandby executiveorderreducedhe Lansingshareby $1.7 million.
The budgetwasreducedduring the yearto reflect this reduction.

Interestincomedeclinedby $305,788or 68% dueto marketconditionsresultingin reducedratesof return.
Budget Stabilization Fund
Fund balanceat June 30, 2004 decreasedo $8.3 million, from $10.4 million the previousyear. The Fundis

limited by Ordinanceto 10% of year end GeneralFund appropriations. The City hasappropriated$1.1 million
for their 2005 budget.
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Capital Assets
Capital Assets:At the endof thefiscal year20032004,the City hadinvested$542.7million, netof accumulated

depreciationjn a broadrangeof capital asset{seethe table below). Total depreciationchargesfor thefiscal year
were $22.2 million. Additional information regardingthe City’s capital assetscan be found in the notesto the
basicfinancial statements.

CapitalAssetsasof June 30,
(netof depreciationin millions of dollars)

Governmental Business-tyy Total Primary Component
Activities Activities Government Unit
2004 2003 2004 2003 2004 2003 2004 2003

Land $ 246 $ 245 % 226 $ 226 $ 472 $ 471 % -8 -
Landimprovements 4.5 3.7 13.7 14.3 18.2 18.0 - -
Buildingsandimprovements 50.4 49.4 91.7 94.8 142.1 144.2 - -
Equipment 6.7 6.6 1.4 1.5 8.1 8.1 2 3
Sewers - - 99.7 102.6 99.7 102.6 -
Infrastructure 137.9 143.6 - - 137.9 143.6 - -

Subtotal 224.1 227.8 229.1 235.8 453.2 463.6 2 3
Construction progress 4.0 5.6 89.3 53.6 93.3 59.2 - -

Tota $  228.0 $ 233« $ 318.¢ $ 289.¢ $ 546.¢ $ b22.% $ 2 3 3

Infrastructurecapital assetdn governmentakctivity funds of $10,611,807was removedfrom serviceduring the
year.

Within businesstype activity funds, construction in progress capital assetsincreasedwith recognition of
improvementsassociatedvith the City's combinedsewe overflow abatemenproject.
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Debt Administration

The City, along with the Lansing Building Authority (LBA), a blended componentunit of the City, are

empoweredoy law to authorize,issue,and sell debtobligations.Limited tax and unlimited tax generalobligation

bonds,are backedby the full faith and credit of the City. The City alsoissuesrevenuededicatedbondeddebt,

whosepaymentfor principal and interestcomessolely out of funds that receivelegally restrictedrevenuesThe

SewageDisposal fund has the only dedicatedrevenuebonds which are currently outstanding.LBA’s bonds
financedthe constructionof parking, golf course,and firing rangeimprovements.Revenuesderived from user
feesfrom personsusing parking and golf facilities fund the delt servicerequirementdor relatedimprovements,
but they are also backedby a limited tax pledge. The GeneralFund paysfor firing rangerelateddebt service.
More detailedinformation regardingthe City’s long-term obligationsis presentedn Note 5 (Long-Term Debt) to

thefinancial statements

Outstanding Bonded Debt as of June 30,
(in millions of dollars)

2004 2003
Governmental:
Generalobligation bonds(backedby the City) $ 251 % 29.6
BusinessType:
Generalobligation bonds(backedby the City) 141.3 110.4
Revenuebondsand notes(backedby specific fee revenues) 55.2 28.5
Sub-total 196.5 138.9
Total $ 2216 % 168.5

During fiscal year 2003-2004, the City enteredinto a capital lease of $570,000 for roof replacement,and

$210,000for computerhardware.The City also issued$14.3 million in limited tax-generalobligation debt of

which $1.2 million in funds relatedto this issue have beendrawn down from the Michigan Municipal Bond

Authority as of June 30, 2004, and $39.9 million in revenuebondsfor its combinedseweroverflow abatement
project, supported,in part, by SewageDisposal Fund userfees.In addition $19 million wasissuedin Building

Authority gereral obligation debtfor downtowndevelopment

ECONOMIC CONDITION AND OUTLOOK

Locally generatedevenueremainedmoderatelystrongin FY 2004. With realizationof developmentnitiatives
andlow mortgagerates,propertytax revenueincreased4.6%. In June of 2004, Lansingunemploymentvas 5%,
which was the secondlowest of the State’sreporting regions. Statewideunemploymentwas 6.8%, reflective of
the delayedeconomicrecovery,particularlyin the manufacturingandtravelindustries.

However, intergovernmentalreceipts continued to decline, with a reduction of $1.7 million in State Shared
revenue.This was implementeddue to Statesalestax declinesand a multi-year reductionin Stateincome and
businesdax rateswhich were enactedprior to the receson.

Reductionsin StateSharedrevenueaswell ascontinuedreductionsin investmentincomein the low interestrate
environment, negatively impactedthe City. In responsethe City, through managerialactions, reducedlower
priority capital expenditure and operatingcosts,as well asinstituting a limited freeze on hiring to fill vacant
positions.
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CONTACTING THE CITY FINANCE DEPARTMENT
This financial report is designedto provide our citizens, taxpayers,customers,investors,and creditors with a
genaal overview of the City’s financesandto demonstratehe City’s accountabilityfor the moneyit receives.If
you haveany questionsaboutthis reportor needadditionalfinancial information, contactthe FinanceDepartment
at(517) 483-4500.
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City of Lansing
Statement of Net Assets
June 30, 2004

Asset:
Cashandcashequivalents
Equityin pooledcash
Investments

Receivableg)etof allowancedor uncollectibles

Accounts

Accruedinterest

Taxes

Specialassessments

Loans

Ambulanceees
Internalbalances
Duefrom othergovernments
Duefrom pensiorfund
Prepaidexpenses
Inventories

Restrictedassets
Cashandcashequivalents
Accruedinterestreceivable

Bondissuecosts

Capitalassets
Land
Landimprovements
Buildings
Equipment
Infrastructure
Lessaccumulatedepreciation
Constructiorin progress

Total capitalassets

Total assets

Primary Government

Componentunit
Non-major

Lansing
Entertainment &

Governmental Business-Type Public Facilities
activities activities Totals Authority

$ 6,360,266 $ 23,980,064 $ 30,340,330 $ 105,474
25,150,375 8,852,680 34,003,055 -
34,500 - 34,500 -
5,557,658 2,001,853 7,559,511 660,550
594,813 78,942 673,755 -
9,022,385 - 9,022,385 -
793,384 - 793,384 -
230,375 - 230,375 -
788,359 - 788,359 -
(9,192,250) 9,192,250 - -
4,025,785 - 4,025,785 -
1,438,505 - 1,438,505 -
1,234,553 - 1,234,553 81,479
1,675,938 401,503 2,077,441 58,928
21,068 48,770,369 48,791,437 397,273

14 12,862 12,876 19,334
7,628 1,014,533 1,022,161 -
24,578,668 22,581,816 47,160,484 -
7,956,683 22,483,485 30,440,168 -
87,204,400 168,265,046 255,469,446 -
34,005,199 5,439,734 39,444,933 1,483,729
320,697,655 129,860,728 450,558,383 -

(250,353,914) (119,559,571) (369,913,485) (1,286,392)
4,033,345 89,270,117 93,303,462 -
228,122,036 318,341,355 546,463,391 197,337

$ 275,865,392 $ 412,646,411 $ 688,511,803 $ 1,520,375

Theaccompanyingotesareanintegralpartof the financialstatements.
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City of Lansing
Statement of Net Assets
June 30, 2004

Liabilities
Accountspayable
Depositgpayable
Accruedinterestpayable
Accruedpayroll
Otheraccruediabilities
Contractetainaggayable
Indemnitybonds
Dueto othergovernments
Deferredrevenues
Payabldrom restrictedassets
Accountspayable
Accruedinterestpayable
Capitalleasepayable current
Capitalleasepayable long-termportion
Generabbligationbondspayablecurrent
Revenudondspayablecurrent
Loanspayablegcurrent
Capitalleasepayablecurrent
Generabbligationbondspayablecurrent
Accruedcompensatedbsencesurrent
Accruedworkerscompensatiorgurrent
Loanspayable
Capitalleasepayable
Generabbligationbondspayable
Revenudondspayable
Accruedcompensatedbsences
Accruedworkerscompensation
Accruedgeneraliability claims

Totalliabilities

Netassets
Investedn capitalassetsnetof relateddebt
Restrictedor
Debtretirement
Unrestricted

Totalnetassets

Primary Government

Componentunit
Non-major

Lansing
Entertainment &

Governmental Business-Type Public Facilities
activities activities Totals Authority

$ 5,579,818 $ 655,400 6,235,218 287,169
288,708 71,031 359,739 -
442,579 480,980 923,559 -
2,701,653 257,478 2,959,131 -
399,961 - 399,961 165,773
1,622,723 - 1,622,723 -
22,051 - 22,051 -
1,130,329 125,089 1,255,418 -
744,544 1,119,372 1,863,916 418,881

- 3,673,611 3,673,611 -

28,979 567,302 596,281 -
100,000 - 100,000 -
1,525,000 - 1,525,000 -

- 5,350,000 5,350,000 -

- 3,665,000 3,665,000 -

131,088 - 131,088 -
1,779,000 - 1,779,000 49,739
4,850,000 - 4,850,000 -
7,640,689 720,058 8,360,747 -

1,442,000 - 1,442,000 -

277,195 4,179,650 4,456,845 -
6,454,752 - 6,454,752 112,557

20,273,133 135,976,074 156,249,207 -

- 51,555,784 51,555,784 -

3,062,555 432,234 3,494,789 -

2,106,408 - 2,106,408 -

400,000 - 400,000 -
63,003,165 208,829,063 271,832,228 1,034,119
197,530,605 138,830,169 336,360,774 35,041

- 718,828 718,828 -
15,331,622 64,268,351 79,599,973 451,215
$ 212,862,227 203,817,348 416,679,575 486,256

Theaccompanyingotesareanintegralpartof thefinancialstatements.
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City of Lansing
Statement of Activities
June 30, 2004

Functions/Programs
Primary government

Governmentalctivities
Generafjovernmengdministrative
Publicsafety
Publicworks
Recreatiomndculture
Communitydevelopment
Interesbnlong-terndebt

Totalgovernmentadctivities

Business-typactivities
SewagdisposaBystem
MunicipalParkingSystem
Cemetery
Golf
GarbagendRubbishCollection
Recycling
PotterParkZoo

Totalbusiness-typactivities
Totalprimarygovernment

Componentunit
LansingEntertainment PublicFacilitiesAuthority

Totalcomponentnit

Program Revenues

Operating Capital
Chargesfor grantsand grantsand
Expenses services contributions contributions
$ 53,353,559 $ 4,686,901 $ 26,237 $ -
41,292,750 11,682,187 3,175,179 -
22,118,173 2,713,258 12,479,779 -
7,979,953 1,581,607 64,986 382,031
8,387,559 - - 2,651,860
2,041,758 - - _
135,173,752 20,663,953 15,746,181 3,033,891
20,864,079 26,529,842 - -
9,196,910 7,510,354 - -
828,073 226,631 - -
1,620,669 951,923 - 93,207
1,321,760 1,315,413 - -
2,768,307 2,115,917 - -
2,542,065 505,666 - -
39,141,863 39,155,746 - 93,207
$ 174,315,615 $ 59,819,699 $ 15,746,181 $ 3,127,098
$ 6,354,891 $ 5,257,555 $ 855,600 $ -
$ 6,354,891 $ 5,257,555 $ 855,600 $ -
GeneralRevenues:
Taxes:
Propertytaxandspeciahssessments
Statesharedevenue
Incometax

Grantsandcontributionsiotrestrictedo specificorograms
Unrestrictednvestmengearnings
Gainon saleof capitalassets
Miscellaneous
Transfers

Totalgeneratevenueandtransfers

Changen netassets
Netassets beginning

Netassets ending

Theaccompanyingotesareanintegralpartof thefinancialstatements.
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Net (Expenses)Revenuesand
Changesin Net Assets

Primary Government

Component unit

Non-major
Lansing

Entertainment &

Governmental Business-Type Public Facilities
activities activities Totals Authority
$ (48,640,421) $ - (48,640,421) $ -
(26,435,384) - (26,435,384) -
(6,925,136) - (6,925,136) -
(5,951,329) - (5,951,329) -
(5,735,699) - (5,735,699) -
(2,041,758) - (2,041,758) -
(95,729,727) - (95,729,727) -

- 5,665,763 5,665,763 -

- (1,686,556) (1,686,556) -

- (601,442) (601,442) -

- (575,539) (575,539) -

- (6,347) (6,347) -

- (652,390) (652,390) -

- (2,036,399) (2,036,399) -

- 107,090 107,090 -
(95,729,727) 107,090 (95,622,637) -
- - - (241,736)
- - - (241,736)
40,354,088 - 40,354,088 -
17,684,948 - 17,684,948 -
27,437,494 - 27,437,494 -
8,653,465 - 8,653,465 -
312,069 249,855 561,924 1,112
30,814 - 30,814 -
2,872,978 387,551 3,260,529 -
(2,668,510) 2,668,510 - -
94,677,346 3,305,916 97,983,262 1,112
(1,052,381) 3,413,006 2,360,625 (240,624)
213,914,608 200,404,342 414,318,950 726,880
$ 212,862,227 $ 203,817,348 416,679,575 $ 486,256
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Governmental Fund Financial Statements

Major Funds

General Fund — The GeneralFundis the generaloperatingfund of the City. It is usedto accountfor all financial
resoucesexceptthoserequiredto be accountedor in anotherfund.

Act 51, Public Acts of 1951 Major StreetsFund — This fund accountsfor revenuegeceivedfrom the Stateof
Michigan for the City's shareof stategasolineandweighttaxes,which is usedfor maintenancef major streets.

Act 51, Public Acts of 1951 Local StreetsFund — This fund accountdor revenuegeceivedfrom the Stateof
Michigan for the City's shareof stategasolineandweight taxes,which is usedfor maintenancef local streets.

Non-Major Funds

Non-major governmentafunds are presentedby fund type, beginningon the pagedisted below:
SpecialRevenuefunds, page91.

Debt Sewice funds, page101

Capital Projectsfunds, page109.

Permanentunds,pagell4.
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City of Lansing
Balance Sheet
Govern mental Funds
June 30, 2004

Assets
Cashandcashequivalents
Equity in pooledcash
Investments
Accountsreceivable,net
Taxesreceivable
Specialassessmenteeceivable
Loansreceivable

Accrued interestreceivable
Otherreceivables

Due from otherfunds

Due from othergovernments
Prepaids

Inventories

Total assets

Liabilities
Accounts payable
Depositspayable
Accrued payroll
Contractretainagepayable
Indemnity bonds
Dueto otherfunds
Due to othergovernments
Deferredrevenue
Other

Total liabilities

Fund balances

Reservedor advancedo otherfunds

Reservedor encumbrances

Reservedor programs

Unreserved reportedin:
GeneralFund
SpecialRevenueFunds
Capital ProjectsFunds

Total fund balances

Total liabilities andfund balances

Act 51, Public Act 51, Public Totals
General Acts of 1951 Acts of 1951 Non-Major June 30,

fund Major Streets Local Streets funds 2004
$ 1614321 $ - % - $ 4678891 $ 6,293,212
- 2,875,849 1,434,101 18,025,820 22,335,770
- - - 34,500 34,500
4,433,630 - - 1,124,028 5,557,658
8,959,890 - - - 8,959,890
- - - 793,384 793,384
- - - 230,375 230,375
- - - 1,755 1,755
- - - 593,058 593,058
7,064,342 2,802,356 - 8,112,514 17,979,212
82,711 1,245,454 340,122 2,357,498 4,025,785
207,667 - - - 207,667
1,421,314 - - - 1,421,314
$ 23783875 $ 6923659 $ 1,774223 $ 35,951,823 $ 68,433,580
$ 3,658,037 $ 189,567 $ 60,390 $ 1,610,706 $ 5,518,700
- - - 288,708 288,708
2,385,647 29,320 33,924 234,346 2,683,237
1,622,723 - - - 1,622,723
- 13,805 8,246 - 22,051
7,656,111 - - 4,502,922 12,159,033
1,130,329 - - - 1,130,329
- - - 744,544 744,544
399,961 - - - 399,961
16,852,808 232,692 102,560 7,381,226 24,569,286
592,523 - - - 592,523
731,586 2,052,896 48,463 - 2,832,945
- - - 1,587,436 1,587,436
5,606,958 - - - 5,606,958
- 4,638,071 1,623,200 11,689,299 17,950,570
- - - 15,293,862 15,293,862
6,931,067 6,690,967 1,671,663 28,570,597 43,864,294
$ 23,783875 $ 6,923659 $ 1,774223 $ 35951,823 $ 68,433,580

The accompanyingnotesare anintegral part of the financial statements.
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City of Lansing

Reconciliation of the Balance Sheet — Governmental Funds
to the Statement of Net Assets

June 30, 2004

Total fund balancesfor governmentafunds $ 43,864,294

Amountsreportedfor governmentakactivities in the Statemenbf Net Assetsare
different because

Capital assetuusedin governmentakctivities are not financial resourcesandtherefore
arenot reportedin the funds.

Land 24,523,371

Land improvements 7,956,683

Buildings 84,249,988

Equipment 21,940,656

Infrastructure 320,697,655
Accumulateddepreciation (240,674,543)

Constructionin progress 4,033,345 222,727,155

Otherlong-termassetsarenot availableto payfor currentperiod expendituresand
thereforeare not reportedin the funds.

Prepaidinterest 1,026,886
Incometax penaltiesandinterestreceivables 62,495
Ambulancefees 788,359 1,877,740

Internal servicefunds are usedby managemento chargethe costsof certainactivities,

suchasinsuranceandtelecommunicationsto individual funds. The assetsand

liabilities of theinternal servicefunds areincludedin governmentakctivities in the

Statemenbf Net Assets. 6,718,886

Long-termliabilities arenot dueand payablein the currentperiod andthereforeare not
reportedin the funds.

Governmentaloans payable (408,283)

Generalobligation bondspayable (25,123,133)

Accruedinterestpayable (442,579)

Capital leaseobligations (21,807,676)

Compensatedbsences (10,595,769)

Workers'compensation (3,548,408)

Generalliability claims (400,000) (62,325,848)
Net assetof governmentalctivities $ 212,862,227

The accompanyingnotesarean integral part of the financial statements.

31



City of Lansing

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds

For the Year Ended June 30, 2004

Revenues
Taxesandspecialassessments
Intergovernmental

Chargedor services
Finesandforfeits
Investmenincome
Contributions
Donationsprivatesources
Miscellaneous

Totalrevenues

Expenditures
Currentoperating
Generagjovernment
Publicsafety
Highways streetsandsanitation
Recreatiorandculture
Otherfunctions
Capitalimprovements
Debtservice
Principal
Interest

Totalexpenditures

Excesgdeficiency)of revenuesver

expenditures

Otherfinancingsourceguses)
Transfersn
Transferut
Proceedsn saleof capitalassets
Bondproceeds

Total otherfinancingsourceguses)

Netchangen fundbalances
Fundbalancesheginningof year

Fundbalancesendof year

Act 51, Public Act 51, Public Totals

General Acts of 1951 Acts of 1951 Non-Major June 30,

fund Major Streets Local Streets funds 2004
$ 60,747,272 % -3 - 7,835,075 $ 68,582,347
17,726,534 7,424,581 1,925,861 9,235,135 36,312,111
9,544,059 385,684 276,199 6,539,260 16,745,202
4,064,161 - - 806,416 4,870,577
200,273 31,726 6,084 119,299 357,382
8,718,450 - - 25,845 8,744,295
- - - 22,031 22,031
157,895 553,017 - 574,991 1,285,903
101,158,644 8,395,008 2,208,144 25,158,052 136,919,848
51,630,622 - - 2,790,113 54,420,735
32,742,214 - - 7,402,923 40,145,137
2,035,744 3,713,141 3,467,119 9,216,004
6,042,375 - - 186,639 6,229,014
2,559,118 - - 4,412,262 6,971,380
- 1,206,701 612,107 10,098,800 11,917,608
741,205 126,046 - 6,006,983 6,874,234
93,488 21,373 - 2,216,415 2,331,276
95,844,766 5,067,261 4,079,226 33,114,135 138,105,388
5,313,878 3,327,747 (1,871,082) (7,956,083) (1,185,540)
2,572,862 - 1,705,267 9,350,315 13,628,444
(7,917,554) (1,705,267) - (6,698,335) (16,321,156)
30,814 - - 768,683 799,497
- - - 570,000 570,000
(5,313,878) (1,705,267) 1,705,267 3,990,663 (1,323,215)
- 1,622,480 (165,815) (3,965,420) (2,508,755)
6,931,067 5,068,487 1,837,478 32,536,017 46,373,049
$ 6,931,067 $ 6,690,967 $ 1,671,663 $ 28,570,597 $ 43,864,294

Theaccompanyingotesareanintegralpartof thefinancialstatements.
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City of Lansing

Reconciliation of the Statement of Revenues, Expenditures, and Changes

in Fund Balances — Governmental Funds to the Statement of Activities
June 30, 2004

Netchangen fundbalance totalgovernmentdunds $ (2,508,755)
GovernmentdlndsreportcapitaloutlayasexpendituresHoweveiin the Statemenaf
Activities,thecostof thoseassetss allocatedvertheirestimatedisefullivesas

depreciatioexpenseThisis theneteffectof varioustransactionsivolvingcapitalassets.

Land 88,000
Landimprovements 1,109,545
Buildings 3,246,603
Equipment 780,705
Infrastructure 3,165,513
Infrastructureemovedromservice (7,084,870)
Depreciatioexpense (5,497,637)
Constructiomn progresglacednto service (1,625,465) (5,817,606)
Revenuem thestatementf activitiesthatdo not providecurrenfinancialresources
arenotreportedasrevenue thefunds.
Changeén incometax penaltieandinterest 24,224
Changen ambulancéees 213,755 237,979
Internakervicgundsareusedby managemend chargehecostsof certainactivities,
suchasinsurancandtelecommunicationt individualfunds. Thenetrevenue
of theinternalservicdundsis reportedvithin governmentalctivities. 417,907
Bondproceedgrovidecurrenfinancialresourcet governmentdundsby issuing
debtwhichincreasebng-termbondediebtin the Statementf NetAssets.Repayment
of bondprincipalis anexpenditurén thegovernmentdunds buttherepaymenteduces
long-termbondedlebtin the Statemernf NetAssets.
Capitalleaseproceeds (570,000)
Repaymerdf bondprincipal 4,495,000
Repaymerf capitallease 401,983
Accruednterest 87,013 4,413,996
Certainexpenditurearereportedn thefunds. Howevertheyeitherincreaser
decreasng-terniiabilitiesreportednthe Statemendf NetAssetsandhavebeen
eliminatedromthe Statemendf Activities.
Capitalleasegpayments 1,843,097
Capitalleaseadvances 250,000
Loanpayments 126,046
Workerstompensation (69,577) 2,149,566
Someexpenseseportedn thestatemenaf activitesdo notrequiretheuseof current
financialresourceandthereforearenotreportedasexpendituresm governmentdlinds.
Changen long-terntompensateabsences 54,532 54,532

Changeén netassetef governmentactivities $ (1,052,381)

Theaccompanyingotesareanintegralpartof thefinancialstatements.
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Proprietary Fund Financial Statements

Major Funds

SewageDisposal SystemFund — This fund accountdor the provision of sewagedisposalservicesto the
residens of the City.

Municipal Parking SystemFund — This fund accountdor the operationof City-owned parking facilities.

Non-Major Funds

Non-major proprietaryfunds are presentedby fund type, beginningon the pagedisted below:
Enterprisefunds, pagell7.
Internal Servicefunds, pagel22
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City of Lansing
Statement of Net Assets
Proprietary Funds

June 30, 2004

Business-TypActivities- EnterpriseFunds

Major Funds Governmental
Sewage Municipal Non-Major Totals Activities-
Disposal Parking Enterprise June30, Internal
System System Funds 2004 ServiceFunds
Asset
Currentssets
Cashandcashequivalents $ 23,942,096 $ 10,549 $ 27,419 $ 23,980,064 $ 67,054
Equityin pooledcash - 7,102,509 1,750,171 8,852,680 2,814,605
Receivablesgetof allowancefor uncollectibles
Account 1,727,222 125,665 148,966 2,001,853 -
Accruednterest 3,022 75,920 - 78,942 -
Leaseeceivablesurrent - 375,255 - 375,255 -
Inventories 286,376 - 115,127 401,503 254,624
Restrictedssets
Cashandcashequivalents 37,936,588 10,833,781 - 48,770,369 21,068
Accruednteresteceivable 5,594 7,268 - 12,862 14
Duefromotherfunds 3,793,677 - - 3,793,677 -
Totalcurrentassets 67,694,575 18,530,947 2,041,683 88,267,205 3,157,365
Non-currenassets
Leaseeceivable - 13,198,669 - 13,198,669 -
Bondissuecosts 561,402 453,131 - 1,014,533 7,628
Capitabssetsietof accumulatedepreciation 259,387,645 49,296,265 9,657,446 318,341,356 5,394,881
Totalnon-curremssets 259,949,047 62,948,065 9,657,446 332,554,558 5,402,509
Totalassets $ 327,643,622 $ 81,479,012 $ 11,699,129 $ 420,821,763 $ 8,559,874
Liabilities
Currentiabilities
Accountpayable $ 277,357 $ 251,677 $ 126,366 $ 655,400 $ 61,118
Depositpayable - 71,031 - 71,031 -
Accruednterespayable 467,452 - 13,528 480,980 -
Accruedpayroll 102,796 44,837 109,845 257,478 18,416
Dueto otherfunds 4,464,574 - 632,814 5,097,388 -
Dueto othergovernments 125,089 - - 125,089 -
Deferredevenues - 1,026,886 92,486 1,119,372 -
Accrueccompensateabsencesurrent 364,792 82,200 273,066 720,058 57,545
Payabléromrestrictedissets
Accountpayable 2,738,268 935,343 - 3,673,611 -
Accruednterespayable 406,660 160,642 - 567,302 28,979
Dueto otherfunds 1,843,738 1,234,226 - 3,077,964 -
Generabbligatiorbondgayablecurrent 4,420,000 880,000 50,000 5,350,000 -
Revenuéondayablecurrent 3,665,000 - - 3,665,000 -
Totalcurrentiabilities 18,875,726 4,686,842 1,298,105 24,860,673 166,058
Non-currenliabilities
Capitaleasgpayable - - - - 1,625,000
Loanpayable - 4,179,650 - 4,179,650 -
Generabbligatiorbondgpayable 75,593,225 59,439,424 943,425 135,976,074 -
Revenuéondgpayable 51,555,784 - - 51,555,784 -
Accrueccompensateabsences 271,925 53,693 106,616 432,234 49,930
Totalnon-curreniabilities 127,420,934 63,672,767 1,050,041 192,143,742 1,674,930
Totalliabilities 146,296,660 68,359,609 2,348,146 217,004,415 1,840,988
Netassets
Investedn capitalassetsyetof relateddebt 123,840,926 6,325,222 8,664,021 138,830,169 3,748,530
Restrictedor
Debtretirement 659,932 58,896 - 718,828 -
Unrestricted 56,846,104 6,735,285 686,962 64,268,351 2,970,356
Totalnetassets $ 181,346,962 $ 13,119,403 $ 9,350,983 $ 203,817,348 $ 6,718,886

Theaccompanyimptesareanintegrapartof thefinanciaktatements.
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City of Lansing

Statement of Revenues, Expenses, and Changes in Fund Net Assets

Proprietary Funds

For the Year Ended June 30, 2004

Operating revenues
Chargedor services

Operating expenses
Personaservices

Purchasef goodsandservices
Depreciation

Totaloperatingexpenses
Operatingncome(loss)

Nonoperatingrevenuegexpenses)
Investmentevenue

Gainon saleof capitalassets
Interesexpens@andpayingagentees
Amortizationof bondissuecosts
Miscellaneousicome

Totalnonoperatingevenuegexpenses)
Income(loss)beforeoperatingransfers

Transfersand capital contributions
CapitalContributions

Transfersn

Transfersut

Total
Changen netassets

Totalnetassets beginningof fiscalyear

Totalnetassets endof fiscalyear

Business-TypéActivities - Enterprise Funds

Major Funds Governmental
Sewage Municipal Non-Major Totals Activities -
Disposal Parking Enterprise June 30, Internal
System System Funds 2004 ServiceFunds

$ 26,529,842 $ 7,504,144 $ 5,101,838 $ 39,135,824 $ 3,485,081
5,971,030 2,164,728 4,739,222 12,874,980 1,164,720
6,803,971 1,707,562 3,688,723 12,200,256 972,693
5,607,978 2,187,047 597,015 8,392,040 905,442
18,382,979 6,059,337 9,024,960 33,467,276 3,042,855
8,146,863 1,444,807 (3,923,122) 5,668,548 442,226

71,804 158,694 19,357 249,855 1,908

- 6,210 13,712 19,922 40,730
(2,431,358) (3,137,573) (55,914) (5,624,845) (90,505)
(49,742) - - (49,742) (654)
33,910 353,641 - 387,551 -
(2,375,386) (2,619,028) (22,845) (5,017,259) (48,521)
5,771,477 (1,174,221) (3,945,967) 651,289 393,705

- - 93,207 93,207 -
1,038,603 - 2,947,204 3,985,807 24,202
(300,000) (1,000,000) (17,297) (1,317,297) -
738,603 (1,000,000) 3,023,114 2,761,717 24,202
6,510,080 (2,174,221) (922,853) 3,413,006 417,907
174,836,882 15,293,624 10,273,836 200,404,342 6,300,979
$ 181,346,962 $ 13,119,403 $ 9,350,983 $ 203,817,348 $ 6,718,886

Theaccompanyingotesareanintegralpartof thefinancialstatements.

36



City of Lansing

Statement of Cash Flows
Proprietary Funds

For the Year Ended June 30, 2004

Cash flows from operating activities
Cashreceivedfrom customers
Cashpaymentsfor goodsand services
Cashpaymentsto employees

Net cashprovided by (usedfor) operatingactivities

Cash flows from noncapital financing activities
Transfersin
Transfersout

Net cashprovided by (usedfor) noncapitalfinancing activities

Cash flows from capital and related financing activities
Proceeddrom saleof capital assets

Acquisition and constructionof capital assets
Paymentsf capital leaseandinterest

Principal paid on revenueand generalobligation bonds
Interestpaid on revenueand generalobligation bonds
Loan proceeds

Bond proceeds

Paymentseceivedon capital lease

Net cashprovided by (usedfor) capital and relatedfinancing activities

Cash flows from investing activities
Interestanddividends

Net increase(decrease)n cashand cashequivalents
Cashand cashequivalents,beginning of year

Cash and cashequivalents, end of year

Reconciliation of operating income (loss) to
net cash provided by (usedfor) operating activities
Operating income (loss)
Adjustmentsto reconcile operatingincome (loss) to
net cashprovided by (usedfor) operatingactivities
Depreciationexpense
(Increase)decreasen accountsreceivable
(Increase)decreasedn accruedinterestreceivable
(Increase)decreasean duefrom otherfunds
(Increase)decreasen inventory
(Increase)decreasen contractretainagereceivable
Increase(decrease)n accountspayable
Increase(decrease)n accruedliabilities
Increase(decrease)n deferredrevenue
Increase(decrease)n dueto otherfunds
Increase(decrease)n depositpayable

Total adjustments

Net cashprovided by (usedfor) operatingactivities

The accompanyingnotesare anintegral part of the financial statements.
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Business-TypeActivities -
Enterprise Funds

Major Funds

Sewage Municipal

Disposal Parking

System System
$ 26,684,375 $ 7,435,945
(9,581,656) (1,769,536)
(5,916,257) (2,163,735)
11,186,462 3,502,674
1,038,603 -
(300,000) (1,000,000)
738,603 (1,000,000)
- 6,210
(20,330,245) (15,120,188)
(7,495,000) (835,000)
(2,187,601) (979,223)
- 4,179,650
44,531,178 19,000,000
- 1,000,000
14,518,332 7,251,449
72,361 152,158
26,515,758 9,906,281
35,362,926 8,040,558
$ 61,878,684 $ 17,946,839
$ 8,146,863 $ 1,444,807
$ 5,607,978 2,187,047
154,533 (68,199)

557 -
(201,074) -
6,009 -
115,570 -
(237,087) (79,690)
298,530 993
(2,705,417) -
- 17,716
3,039,599 2,057,867
$ 11,186,462 $ 3,502,674




Business-TypeActivities -
Enterprise Funds

Governmental

Non-Major Totals Activities -
Enterprise June 30, Internal

Funds 2004 Service Funds

$ 5164,111 $ 39,284,431 $ 3,488,058

(3,945,409) (15,296,601) (1,102,001)

(4,733,371) (12,813,363) (1,162,304)

(3,514,669) 11,174,467 1,223,753

2,921,604 3,960,207 24,202

8,303 (1,291,697) -

2,929,907 2,668,510 24,202

13,712 19,922 40,730

(110,879) (35,561,312) (1,248,025)

- - (192,288)

(50,000) (8,380,000) -

(55,585) (3,222,409) -

- 4,179,650 -

- 63,531,178 -

- 1,000,000 -

(202,752) 21,567,029 (1,399,583)

19,357 243,876 1,922

(768,157) 35,653,882 (149,706)

2,545,747 45,949,231 3,052,433

$ 1,777,590 $ 81,603,113 $ 2,902,727

$ (3,923,122) $ 5,668,548 $ 442,226

597,015 8,392,040 905,442

72,179 158,513 2,977

- 557 -

- (201,074) -

(9,235) (3,226) (4,730)

(80,523) (397,300) (118,662)

8,314 307,837 (3,500)

(9,907) (9,907) -

(169,390) (2,874,807) -

- 17,716 -

- 115,570 -

408,453 5,505,919 781,527

$ (3514669 $ 11174467 $ 1,223,753
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Fiduciary Fund Financial Statements

Pension(and Other Post Employment Benefits) Trust Funds — EmployeePensionTrust fundsaccept
paymentamadeby the City, investfund resourcesand calculateand pay pensiongo beneficiaries.

Combiningscheduledor fiduciary fundsarepresenéd, by fund type, beginningon the pagedisted

below:
Pension(and Other PostemploymenBenefits) Trust funds, page126.

39



City of Lansing

Statement of Fiduciary Net Assets
Fiduciary Funds

June 30, 2004

Assets
Cashandcashequivalent:
Investment
U. S. Governmenibligations
Corporatebonds
Commonstocks
Stockmutualfunds
Contributionreceivable
Dividendsandinterestreceivable
Accruedinterestreceivable
Due from otherfunds

Total assets
Liabilities

Accountspayable
Dueto otherfunds

Total liabilities

Net assets
Held in trustfor pensionbenefits

Theaccompanyingiotesareanintegral partof thefinancial statements.
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Pensior
(and Other
Post
Employment
Benefits)
Trust
Funds

$ 20,775,39:

112,530,44
31,777,44!
210,117,24.
73,146,27!
335,41:
1,389,48¢
4,071
994,33

»

451,070,117

$ 289,102
2,432,84.

$ 2,721,944

$ 448,348,173




City of Lansing

Statement of Changes in Fiduciary Net Assets

Fiduciary Funds
June 30, 2004

Additions

Contributions
Employel
Planmember

Investmenincome(loss;
Realized/unrealizedain (loss)on investment
Interestincome
Dividend income

Lessinvestmentexpense
Investmeniexpenses

Net investmentincome

Total additions
Deductions
Benefitspaidto plan members& beneficiarie:
Administrativeexpense

Total deductions
Netincreasgdecrease)

Net assetseldin trustfor pension
benefits,beginningof year

Net assetdheld in trustfor pension
penerits,endor year

The accompanyingqiotesarean integral partof the financial statements.

41

Pensior
(and Other
Post
Employment
Benefits)
Trust
Funds

) 7,025,62¢
6,994,26¢
39,440,29.
7,533,53t
3,524,53¢

1,584,67.

48,913,696

62,933,593

33,910,96!
23,29¢

33,934,268

28,999,325

419,348,84:

$ 448,348,1/.
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City of Lansing
Notes to Financial Statements

1. Summary of Significant Accounting Policies

The City of Lansing(the "City") wasincorporatedin 1859. In 1909, the City cameunderthe provisionsof
Act 279, P.A. 1909,asamended"Home Rule City Act"). The City operatesundera strongMayor form of
governmentin which the Mayor is responsiblefor implementationand administrationof City policy as
estdlishedby City Council.

The accountingand reporting policies of the City conformin all material respectsto generally accepted
accounting principles (GAAP) as applicableto governments. The GovernmentalAccounting Standards
Board (GASB) is the standad settingbody for establishinggovernmentabccountingandfinancial reporting
principles, which are primarily set forth in the GASB’s Codification of GovernmentalAccounting and
FinancialReportingStandard§GASB Codification). Following is a summaryof the significant policies:

Reporting entity

As requiredby generallyacceptedaccountingprinciples, thesefinancial statementgpresentthe City andits
componentunits, entitiesfor which the City is consideredo be financially accountable. The finandal data
of the componentunits are included in the City's reporting entity becauseof the significance of their
operationalor financial relationshipswith the City.

(1) Blended Component Units: A blendedcomponentunit is a legally separateentity from the City but
is sointertwinedwith the City thatit is, in substancethe sameasthe City. It is reportedaspart of the
City andits financial datais combinedwith dataof the appropriatefunds. The City hasthreeblended
componentunits, the Building Authority, the Tax IncrementFinanceAuthority, and the Brownfield
Redevelopmenfuthority, eachwith afiscal June30 yearend. Thesethreecomponentunits provide
servicesprimarily to benefitthe City. The blendedunits areasfollows:

(a) Buildin g Authority (the "Authority”):  The Authority was establishedoy the City underAct
31, Michigan Public Acts of 1948. The Mayor, with the advice and consentof City Council,
appointsthe Authority's governing body and designatesnanagement. The Authority usesthe
proceedsof its tax-exemptbondsto finance the constructionor acquisitionof capital assetgor
the City only. The bondsare securedby leaseagreementswith the City and will be retired
throughleasepaymentsrom the City. The financial actvity, assetsliabilities and equity of the
Authority are incorporatedwithin the City's Municipal Parking Systemand Golf enterprise
funds, the 1998 Building Authority Debt ServiceFundandthe Building Authority Firing Range
Capital ProjectsFund.

(b) Tax Increment Finance Authority ("TIFA"):  The TIFA was establishecby the City under
the authority containedin Act 450, Michigan Public Acts of 1981. The Act authorizesthe City
to designatespecific districts within its corporatelimits as TIFA districts. The TIFA presides
over such districts, formulating plans for public improvements, economic development,
neighborhoodrevitalization, and historic preservationwithin the districts. The Act allows the
TIFA to participate in a broad range of improvement adivities intended to contribute to
economic growth and prevent property value deterioration. The TIFA's governing body is
appointedby the Mayor with the advice and consentof the City Council. Bond issuancesto
fund the aboveactivities, are approvedby the City Council and the legal liability for the debt
remainswith the City. The TIFA is reportedasa specialrevenuefund.
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City of Lansing
Notes to Financial Statements

1. Summary of Significant Accounting Policies(continued)

Reporting entity (continued)

(1)

(2)

Blended Component Units (continued)

(c) Brownfield Redevelopment Authority:  The Authority was establishedby the City on
August 17, 1997, underthe authority containedin Act 381, Michigan Public Acts of 1996 (the
Act). The Act authorizesthe City to establishandto designatethe boundares of a Brownfield
redevelopmentzone. The Authority is appointedby City Council to presideover sucha zone,
andit is authorizedto promotethe revitalization of environmentallydistressedareaswithin the
City of Lansing. The Act allows the Authority to participatein a broadrangeof improvement
activities intendedto encouragethe reuseof industrial and commercial property by offering
economicincentivesfor redevelopmento preventproperty value deterioration. Tax increment
financing plansmustbe approvedby the City.

Tax incrementfinancing permitsthe Authority to capturetax revenueswhich are attributableto

increasesin the value of real and personalproperty located within an approvedproject area.
Currentactivities of the Authority include collectionsof propertytax revenueson project areas
for the Rite Aid Pharmacy and the former Motor Wheel Site Plant. The Brownfield

RedevelopmeniAuthority is reportedas a specialrevenuefund and also as an internal service
fund.

Discretely Presented Component Unit:  Discretely presentedcomponentunits are entitiesthat are
legally separatdrom the City but for which the City is financially accountablepr their relationship
with the City is suchthat exclusionwould causethe City's financial statementgo be misleadingor
incomplete. The discretelypresentedinit with a June30 yearendfollows:

(a) Lansing Entertainment and Public Facilities Authority ("LEPFA"): LEPFA was
establishedunder the charter of the City of Lansingin February1996, replacing the former
GreaterLansing Convention/ExhibitionAuthority, which hadbeenresponsibleor operatingand
managingthe Lansing Centerand the Lansing Civic Arena (the latter through the fiscal year
endedJune30, 1995). The LEPFA was establishedo overseethe managemenand operations
of the Lansing Center,the City Market and the Oldsmobile Park stadium. It assumedthe
oversightresponsibilitiesof the City Market and OldsmobileParkcommencinguly 1, 1996.

The Authority is charteredasa building authority underthe provisionsof Act 31, Public Acts of
Michigan, 1948. In the eventof dissolutionor terminationof the Authority, all assetsandrights
of the Authority shall revertto the City. The Authority's Board of Commissionersconsistsof
thirteen membersappointedby the Mayor of the City of Lansing and approvedby the City
Council. The LEPFA is discretely presentedon both the basic financial statementsand the
fiduciary fund statements.
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City of Lansing
Notes to Financial Statements

1. Summary of Significant Accounting Policies(continued)
Reporting entity (continued)

(3) Component Unit Financial Statements: Completefinancial statementdor eachof the individual
componentunits may be obtainedfrom the entity'sadministrativeoffices.

LansingEntertainmentandPublic Facility Authority
333 EastMichigan Avenue
Lansing,Michigan 48933

Tax IncrementFinanceAuthority andthe Brownfield Redevelopmen#uthority
316 N. Capital Ave.
Lansing,Michigan 48933

Building Authority

8th Floor

124 WestMichigan Avenue
Lansing,Michigan 48933

Basic Financial Statements— GASB Statement#34

During fiscal year 2002, the City adoptedGASB StatementNo. 34, Basic Financial Statements- and
Management'sDiscussion and Analysis — for State and Local Governments,as amendedby GASB
StatementNo. 37 and No. 38, and applied those standardsas of July 1, 2001 GASB StatementNo. 34
establishesstandardsfor external financial reporting for state and local governmentsand requires that
resourcede classifiedfor accountingandreporting purposesnto thefollowing threenetassetcategories.

Invested in capital assets,net of related debt consistsof capital assetsnet of accumulateddepreciation
and reducedby outstandingbalancesfor bonds,notes,and other debtthat are attributedto the acquisition,
construction,or improvementf thoseassets.

Restricted net assetsresult when constraintsplaced on net assetuse are either externally imposed by
creditors, grantors, and contributions, or imposedby law through constitutional provisions or enabling
legislation.

Unrestricted net assetsconsistsof net assetswhich do not meetthe definition of the two preceding
categories.Unrestrictednetasset®ften aredesignatedio indicatethat managementioesnot considerthem
to be available for generaloperations. Unrestrictednet assetften haveconstraintson resourceswhich are
imposedby managemenbut canbe removedor modified.

The basic financial statementsnclude both governmentwide (basedon the City as a whole) and fund
financial statementsWhile the previousfinancial reporting model emphasizedund types (the total of all
fundsof a particulartype),in the newfinancial reportingmodelthe focusis on eitherthe City asawhole, or
major individual funds (within the fund financial statements)Both the governmentwide andfund financial
statementqwithin the basic financial statementscategorizeprimary activities as either governmentalor
businesstype. In the governmeniwide Statementof Net Assets,both the governmatal and businessype
activities columns (a) are presentedon a consolidatedbasis by column, (b) and are reflected, on a full
accrual,economicresourcebasis,which incorporatedong-term assetsandreceivablesaswell aslong-term
debtandobligations.
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City of Lansing
Notes to Financial Statements

1. Summary of Significant Accounting Policies(continued)
Reporting entity (continued)
Basic Financial Statements— GASB Statement#34 (continued)

The governmentwide Statementof Activities reflects both the grossand net costsper functional categay
(General Government,Public Safety, Recreationand Culture and Community Development),which are
otherwise being supported by general government revenues (property, income tax and certain
intergovernmentakevenues).The Statementof Activities reducesgrossexpensegincluding depreciation)
by related program revenues, operating and capital grants. The program revenuesmust be directly
associatedwith the function otherwiseit is reportedas a generalrevenue. The operatinggrantsinclude
operatingspecific and discretionary (either operating or capital) grants while the capital grants column
reflectscapitatspecificgrants.

The net cost(by function or activity) is normally coveredby the City’s generalrevenues. Historically, the
previousfinancial reportingmodeldid not summarizeor presentnet costby function or activity.

The City doesnot currently employ an indirect cost allocation system.An administrative service fee is

chargedby the GeneralFundto the otheroperatingfunds, that is eliminatedlike a reimbursemen{reducing
the revenueand expensein the General Fund), to support General Fund services (finance, personnel,
purchasingJegal, technologymanagementetc.) provided.

This governmemwide focus is more on the sustainability of the City as an entity and the changein
aggregatdinancial positionresultingfrom the activities of thefiscal period.

The fund financial statementsare, in substanceyery similar to the financial statementgresentedn the
previous financial reporting model. Emphasishere is on the major funds in either the governmentalor
businesstype categoriesNon-majorfunds (by category)are summarizednto a single column.

The governmentafunds major andnorrmajor fund statementsn the fund financial statenentsare presented
on a currentfinancial resourceand modified accrualbasisof accounting.This is the mannerin which these
funds are normally budgeted.This presentationis deemedmost appropriateto (a) demonstratdegal and
covenantcompliance,(b) demonstratehe sourceand useof liquid resourcesand (c) demonstraténow the
City’s actualexperienceconformsto the budgetfiscal plan. Underthe modified accrualbasisof accounting,
revenuesare recordedwhen susceptibleto accrual;i.e. both measurale and available."“Available means
collectible within the following threemonths.Major revenuesourceshat meetthe availability criterion are
the City’s incometax, andthe statesharedrevenuesPropertytaxesare generallybilled and collectedwithin
the sameperiod in which the taxesare levied. Expendituresare generally recognizedunder the modified
accrualbasisof accountingwhen the relatedliability is incurred. The exceptionto this generalrule is that
intereston generalobligation long-term debt and compensatedgbsencesif any, are recognizedwhen due.
Since the governmentalfund statementsare presentedon a different measuremenfocus and basis of
accountingthanthe governmentwide statementgovernmentakolumn, a reconciliationis preentedon the
pagefollowing eachstatementwhich briefly explainsthe adustmentsnecessaryo reconcilethe fund based
financial statementénto the governmentatolumn of the governmentwide presentation.

Internal servicefunds of a government(which traditionally provide servicesprimarily to otherfunds of the
governmentlare presentedin summaryform, aspart of the proprietaryfund financial statements.Sincethe
principal usersof the internal servicesarethe City’s governmentahctivities, financial statement®f internal
servicefunds are consolidatednto the governmentakcolumn when presentedat the governmemwide level.
The costsof theseservicesareallocatedto the appropriatefunctional activity.
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City of Lansing
Notes to Financial Statements

1. Summary of Significant Accounting Policies (continued)
Reporting entity (continued)
Basic Financial Statements— GASB Statement#34 (continued)

When appropriate,surplusor deficits in the Internal Service Fundsare allocatedback to the various users
within the entity-wide Statemenbf Activities.

The activities of the City are categorizedas either governmentalor businesgype in both the government
wide andfund financial statementsThe majority of the City’s activities are governmentahctivitiesandare
supportedprimarily by property taxes,incometaxes,chargesfor servicesand intergovernmentatevenues
while businesstype activities are supportecby feesand chargedfor servicesFor the mostpart, the effect of
interfund activity has been eliminated from these statements.However, interfund activity between
governmentalactivities and businesstype activities hasnot beeneliminatedso asto not distort the direct
costsand programrevenuef the variousfunctions.

The City’s fiduciary funds (which have beenredefinedand narrowed in scope)are presentedn the fund
financial statementdy type. Since,by definition, theseassetsare being held for the benefit of a third party
(pensionparticipans) and cannotbe usedto supportactivities or obligationsof the governmentthesefunds
arenotincorporatednto the governmerdwide statements.

The focusof the GASB StatemenfNo. 34 modelis on the City asa whole andthe fund financial statements.
The focus of the Fund Financial Statementsis on the major individual funds of the governmentaland

businesstype categories,as well as the fiduciary funds (by category), and the componentunits. Each

presentatiorprovidesvaluableinformation that can be analyzedand compared(betweenyearsand between
governments}o enhancehe usefulnessof the information.

Fund accounting

The accountsof the City are organizedon the basis of funds, each of which is considereda separate
accountingentity. The operationsof eachfund are accountedfor within a separateset of self-balancing
acounts that comprise its assets,liabilities, fund equity, revenues,and expendituresor expenses,as
appropriate. Governmentresourcesare allocatedto and accountedfor in individual funds basedupon the
purposesfor which they are to be spentand the means by which spending activities are controlled.
Additionally the City reportsthefollowing funds:

Major Funds
The City reportsthe following major governmentafunds:

(1) The GeneralFundis the City’s primary operatingfund. It accountsfor all financial resourceexcept
thoserequiredto be accountedor in anotherfund.

(2) The Act 51, Major StreetsFund was createdto accountfor revenuereceivedfrom the State of
Michigan for the City’s shareof Stategasolineand weight taxes which is restricied for maintenance
of the City’s major streets.

(3) The Act 51, Local StreetsFund was createdto accountfor revenuesreceivedfrom the State of

Michigan for the City’s shareof Stategasolineand weight taxes which is restrictedfor maintenance
of the City’s local streets.
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City of Lansing
Notes to Financial

Statements

1. Summary of Significant Accounting Policies(continued)

Fund accounting (continued)

Major Funds (continued)
The City reportsthe following major enterprisefunds:

(4) The SewageDisposal SystemFund accountsfor the provision of sewagedisposalservicesto the
residentsof the City.

(5) TheMuni

cipal Parking SystemFundaccountdor the operationsof the City-ownedparking facilities.

Non-Major Funds
The City reportsthe following non-majorfunds:

(1) Non-Major Governmental Funds

(a) Special Revenue Funds: Special RevenueFunds are usedto accountfor the proceedsof
specific revenuesources(other than special assessmentsgxpendabletrusts, or major capital
projects)that arelegally restrictedto expendituredor specified purposes.

SpecialRevenug-undsusedby the City areasfollows:

%)

Budget Stabilization Fund: This fund is usedto accountfor funds set aside underthe
provisions of Public Act 30 of 1978. Fundsset asideare to be determinedby the City
Council on an annualbasisin any yearwhere actual GeneralFund revenuesexceedactual
expenditures.

Drug Law Enforcement Fund: This fund accountsfor revenuesset asidefor drug law
enforcemenunderthe provisionsof Stateof Michigan Public Act 135 of 1985,asamended.

State and Federal Programs Fund: This fund accountsfor all revenuesreceivedfrom
miscellaneousgrants and local contributions. Theserevenuesare used for projects as
detailedin individual grantapplications.

Community DevelopmentBlock Grant Program Fund: This fund accountsor revenues
receivedfrom the Departmentof Housing and Urban Development. Theserevenuesare
restrictedto accomplishingthe variousobjectivesof Community DevelopmentBlock Grant
Programswithin specifictargetareas.

Stadium Fund: This fund accountsfor the City's shareof revenuesreceivedfrom events
held at Oldsmobile Park, the City's baseballstadium. The revenuesare usedfor stadium
expenditures.

Principal Shopping District Fund: This fund accountsfor assessmentseceivedfrom

businessefocatedin the district. The revenuesareusedfor specialeventsandmaintenance
of the district.
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City of Lansing
Notes to Financial Statements

1. Summary of Significant Accounting Policies(continued)
Fund accounting (continued)
(1) Non-Major Governmental Funds (continued)
(a) SpecialRevenueFunds (continued)
@ 911 Communications Center Fund: This fund accountsfor the operationsof the county
wide 911 communicationscenter. Revenuesreceived are from the County for actual

expendituresncurred.

@ Building Department Fund: This fund accountsfor revenuesand expendituresresulting
from the enforcemenbf the StateConstructionCodeAct of 1999 (PA 245 of 1999).

@ Parks Department Fund: This fund accountsfor contributionsand transferswhich are
restrictedfor park expenditures.

(b) Debt Service Funds: Debt ServiceFundsareusedto accountfor the accumulationof resources
for, andthe paymentof, generallong-term debt, principal, interest,andrelatad costs(seenote5).
Debt ServiceFundsusedby the City areasfollows:

@ 1990 Special Assessmentd-und: This fund accountdor the accumulationof resourcedor
paymentof the 1990 $800,000SpecialAssessmenBonds.

@ 1996 Refunding Bonds Fund: This fund accountsfor the accumulationof resourcesfor
paymentof the 1996 $10,800,000RefundingBonds.

@ 1998Building Authority Fund: This fund accountsfor the accumulationof resourcedor
paymentof the 1998 $2,175,000Building Authority Bonds.

@ 1999 Fire Station Fund: This fund accountsfor the accumulationof resourcesfor
paymentof the 1999 $3,000,000Unlimited Tax GeneralObligation Bonds.

@ 2001 Fire Station Fund: This fund accountsfor the accumulation of resourcesfor
paymentof the 2001 $4,000,000Unlimited Tax GeneralObligation Bonds.
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City of Lansing

Notes to Financial Statements

1. Summary of Significant Accounting Policies(continued)

Fund accounting (continued)

(1) Non-Major Governmental Funds (continued)

(c) Capital Projects Funds: Capital ProjectsFundsare usedto accountfor financial resourceso
be usedfor the acquisitionor corstruction of major capital facilities (other thanthosefinanced
by ProprietaryFunds).

Capital ProjectsFundsusedby the City areasfollows:

1]

%)

%)

1969 Storm SewersFund: This fund accountsfor the proceedsof the 1969 $3,700,000
Storm SewerandDrain bonds.

1984 Street Improvements Fund: This fund accountsfor the proceedsof the 1984
$2,200,0000an from the Stateof Michigan Departmentf Transportation.

1986 Street Improvements Fund: This fund accountsfor the proceedsof the 1986
$2,000,000Michigan TransportationFundbonds.

1987 Street Improvements Fund: This fund accountsfor the proceedsof the 1987
$22,000,000Unlimited Tax bonds.

1988 Environmental Fund: This fund accountsfor the proceedsof the 1988 $1,700,000
EnvironmentalCleanupbonds

1990Environmental | Fund: This fund accountdor the proceedsof the 1990%$7,000,000
Environmentalbonds.

1990 Environmental Il Fund: This fund accountsfor the proceedsof the 1990
$6,300,000Environmentalbonds.

Combined Sewer Overflow Fund: This fund accountdor the stormsewerportion of the
combinedseweroverflow bonds.

Special AssessmentsFund: This fund is usedto accountfor the financing of public
improvementsdeemedto benefit the properties against which special assessmentare
levied.

1999 Fire Station Fund: This fund accountsfor the proceedsof the 1999 $3,000,000
Unlimited Tax GeneralObligation Bonds.

2001 Fire Station Fund: This fund accountsfor the proceedsof the 2001 $4,000,000
Unlimited Tax GeneralObligation Bonds.

Mi scellaneousFund: This fund accountsor miscellaneousapital projects.
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City of Lansing
Notes to Financial

Statements

1. Summary of Significant Accounting Policies(continued)

Fund accounting (continued)

(1) Non-Major Governmental Funds (continued)

(d) Permanent Funds: Permanenfunds are usedfor reportingresourceghat arelegally restricted
to the extentthat only earnings,and not principal, may be usedfor purposesthat benefit the
governmenor its citizenry, suchascemeteryand parks.

)

Cemetery Perpetual Care Fund: This fund accountsfor transfersfrom the Cemetery
Fund, representing20% of lot sales. Thesefundsareinvested,andall investmentearnings
aretransferredto the CemeteryFundfor lot maintenance.

Parks Trust Fund: This fund accountsfor contributions made for City paks, the
principal of which must be preservedin accordancewith the trust indentures. Income
derived from thesecontributionsis transferredto the Parks Departmentspecial revenue
fund.

(2) Non-Major Proprietary Funds

(a) Enterprise Funds: EnterpriseFundsareusedto accountfor operationga) thatarefinancedand
operatedn a mannersimilar to private businessenterprises- wherethe intent of the governing
body is that the costs (expensesincluding depreciation)of providing goodsor servicesto the
generalpublic on a continuing basisbe financedor recoveredprimarily throughuserchargesypr
(b) where the governing body has decided that periodic determinationof revenuesearned,
expensesincurred, and/or net income is appropriatefor capital maintenance public policy,
managementontrol, accountability,or otherpurposes.

Non-Major EnterpriseFundsusedby the City areasfollows:

%)
%)

Cemetery Fund: This fund accountgfor the operationof City-ownedcemeteries.
Golf Fund: This fund accountdor the operationof the City-ownedgolf courses.

Garbage and Rubbish Collection Fund: This fund accountsfor the provision of
householdsolid wastedisposalservicesto participatingresidentsof the City.

Recycling Fund: This fund accounts for the provision of recycling services to
participatingresidentsof the City.

Potter Park Zoo Fund: This fund accountdor the operationsof the PotterPark Zoo.
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City of Lansing
Notes to Financial

Statements

1. Summary of Significant Accounting Policies(continued)

Fund accounting (continued)

®3)

4)

Capital Assets

Internal Service Funds: Internal Service Fundsare usedto accountfor the financing of goodsor
servicesprovided by one departmentor agencyto other departmentsor agenciesof the City, or to
othergovernmentspn a costreimbursemenbasis.

%)

1]

Public Service Garage Fund: This fund is usedby the City to accountfor the costsof
operating a maintenancefacility for trucks and equipmentused by the Public Service
Department.

Local Site Remediation Revolving Fund: This fund accountsfor the activities of the
Brownfield RedevelopmenAuthorities site remediationactivities.

Fiduciary Funds

(a) Trust Funds: TrustFundsareusedto accountfor assetdeld by the City in atrusteecapacityor
asanagentfor individuals, private organizationspthergovemments,and/orotherfunds. These
include PensionTrust Funds. Trust Fundsare accountedor in essentiallythe samemanneras
ProprietaryFundssincecapitalmaintenances critical.

Fiduciary Fundsusedby the City areasfollows:

)

Employees' Retirement System Fund: This fund accountsfor the accumulation of
resourcego be usedfor retirementannuity paymentgo eligible full -time employeeof the
City exceptfor police officers andfirefighters,who aremembersf a separatgensionplan
(seenote10).

Police and Fire Retirement SystemFund: This fund accountsfor the accumulationof
resourcesto be used for retirement annuity paymentsto eligible police officers and
firefighterswho arefull -time employeesf the City (seenote 10).

Employees' Money Purchase Pension Plan Fund: This fund accounts for the
accumulation of resourcesto be used for retirement distributions for certain City
employeegseenote 10).

Capital assetsand certainimprovementsof governmentafund typesare recordedin the Statemeniof Net
Assetsat historical costor, if donatedatthe estimatedfair marketvalue at the dateof acquisition. In some
instancescapital assethistorical costswere not available;therefore the costsof theseassetsat the daes of
acquisitionshavebeenestimated.

Infrastructue, suchasroadsandbridges,wascapitalizedfor the first time in fiscal year2001-2002. Interest
incurred during constructionis only capitalizedin proprietaryfunds. Most capital assetsare depreciated
overtheir usefullives, usingthe straightline depreciatiormethod.

Deferred Revenue

In the governmentwide statements&nd proprietaryfund financial statementsleferredrevenueis recognized
when cashis receivedprior to being earned. In the governmentalfund statementdeferredrevenueis
recognizedwhenrevenueis unearnedr unavailable.
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City of Lansing
Notes to Financial Statements

1. Summary of Significant Accounting Policies(continued)

Revenuesand Expenses

Revenuesindexpense®f proprietaryfundsareclassifiedasoperatingor nonoperatingandare subclassified
by object (e.g. personalservices,depreciation,and investmentrevenue).Operatingrevenuesand expenses
generally result from providing servicesand producing and delivering goods. All other revenuesand
expensesrereportedasnonoperating.

Long-Term Liabilities

In the governmenwide statementsnd proprietaryfund financial statementslong-term debtandlong-term
liabilities are reportedas liabilities. Bond premiumsand discounts,aswell asissuancecosts,are deferred
andamortizedover the life of the bondsusing the straightline method. Bonds payableare reportednet of
the applicable bond premium or discount. Bond issuancecosts are reported as deferred chargesand
amortizedovertheterm of therelateddebt.

In the fund financial statementsgovernmentafund typesrecognizebond premiumsand discounts,aswell
asbondissuancecosts,during the currentperiod. The face amountof the debtissuedis reportedasother
financing sources. Premiumsreceival on debtissuancesare reportedas an other financing sourceswhile
discountson debtissuancesre reportedas other financing uses. Issuancecosts,whetheror not withheld
from the actualdebtproceedsarereportedasdebtserviceexpenditures.

Net Assets/Fund Balance
The differencebetweenfund assetsand liabilities is “Net Assets”on the governmemwide, proprietary,and
fiduciary fund statementsand“Fund Balance” on governmentafund statements.The fund balancesareas

follows:
Designatedfor Total
SubsequentYear's Unreserved
Expenditures Undesignatec Fund Balances
GeneralFunc $ 605,04: $ 5,001,91¢ $ 5,606,95!
Act 51 Major Street: 2,093, 76( 2,544 31 4,638,07:
Act 51 Local Street: 490,73¢ 1,132,46: 1,623,20(
Non-Major SpecialRevenue~unds 2,137,18 9,552,11. 11,689,29!
Capital Project: 9,800,66¢ 5,493,19: 15,293,86.
$ 15,127,397 $ 23,723,993 $ 38,851,390
Reservations

Fund balancesfor governmentalffunds are classifiedas either reservedor unreseved in the fund financial
statements.Reservedund balancegeflect either: 1) fundslegally segregatedor a specificuseor 2) assets
which, by their nature,arenot availablefor appropriationfor the generalpurposesof the fund.
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City of Lansing
Notes to Financial Statements

1. Summary of Significant Accounting Policies(continued)

Capital assetsand long-term liabilities

Capital assetswhich include land, buildings, equipmentand infrastructureassetse.g., roads, drains, and

similar items), are reportedin the governmentwide statementsand applicablefund financial statements.
Capitalassetghatareusedfor governmentahbctivitiesareonly reportedin the governmemwide statements.
Infrastructure(“public domain”) assetsincluding roads,bridges,sanitarysewers drains,curbs,and gutters,

are capitalized. With this measuremenfocus, all assetsand liabilities (whether current or noncurrent)
associatedvith the operationsof thesefundsareincludedon the governmertwide statemenof netassets.

All land and nontdepreciabldand improvementsare capitalized,regardlesof cost. Equipmentandvehicles
are capitalized when the cost of individual items exceed$5,000. The road and sewer networks are all

capitalized regardlessof cost. Buildings are capitalized over $100,000, and the recreationalfacilities’

thresholdsrangefrom $25,000to $50,000.

Depreciation of all exhaustible capital assetsis charged as an expense against their operations.
Accumulateddepreciationis reportedon proprietaryfund balancesheets. Depreciationhas beenprovided
overthe estimatedusefullives usingthe straightline method. The estimatedusefullives areasfollows:

Buildings 20-50years
Improvements 8-50years
Equipmen 3-15years
Sanitarysewers 50years
Infrastructure 10-75years

Basisof accounting
Expendituresaregenerallyrecognizedwvhenthe relatedfund liability is incurred.

All proprietaryfunds and pensiontrust funds are accountedor usingthe accrualbasisof accounting. Their
revenuesarerecognizedvhenearnedandtheir expensesrerecordedat the time liabilities areincurred. As
allowed by GovernmentalAccounting StandardBoard ("GASB") StatemeniNo. 20, the City's proprietary
funds (excluding internal service funds) follow all GASB pronouncementsand Financial Accounting
StandardsBoard Statementsand Interpretations,Accounting Principal Board Opinions, and Accounting
ResearchBulletins issued on or before November30, 1989, except those that conflict with a GASB
pronouncement.

Budgets and budgetary accounting
Statelaw requireseachlocal unit to passa generalappropriationsactfor all funds excepttrustandagency,
internal service,enterprise and capital projects.

The City follows theseproceduresn establisling the budgetarydatareflectedin the financial statements:

1. Onor beforethe fourth Mondayin March, the Mayor submitsto the City Council a proposedoperating
budgetfor the fiscal year commencingthe following July 1. The operatingbudgetincludesproposed
expendituresandthe meansof financing them.

2. A public hearingon the proposeduseof fundsis held by the Mayor, anda public hearingon the annual
appropriationsas proposedby the City Council is held no later than one week prior to adoption of the
annualappropriationmeasure.

3. Not laterthanthe third Monday in May, the Council adoptsa budgetfor the ensuingfiscal year,makes
an appropriationof the moneyneededtherefore,and setsthe propertytax rate necessaryo supportthe
apprgriationsmeasure.
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1. Summary of Significant Accounting Policies(continued)
Budgets and budgetary accounting (continued)

4. The appropriatedbudgetis preparedby fund, departmentand the mandatoryexpenditureaccountsas
establishedy the Stateof Michigan’s Uniform Chartof Accounts. The legallevel of budgetarycontrol
is the mandatoryexpenditureaccountslevel. The mandatoryaccountsare personalservices,supplies
and operating expense, capital outlay, debt service, transfers and contingency. Transfers of
appropriationsbetweenthe mandatoryaccountsrequirethe approvalof the City Council. However,the
Mayor may authorizebudgettransfersbetweenmandatoryaccountsin a departmentput the additional
amountmay not exceedfifteen (15%) of the Council's appropriationbeing addedto, or five thousand
dollars($5,000),whicheveris less. Budgetto-actualscheduleghatdemonstrateeomplianceatthe legal
level of budgetarycontrol are not included hereinasit would be impractical due to the high level of
detail thatwould be needed. Suchschedulesareincludedin the City's separatelyissuedBudgetReport.
Copies of the report may be obtained from the Finance Department,124 West Michigan Avenue,
Lansing,Michigan 48933.

5. Funds for which annwal operating budgets are formally adopted are the General Fund; Special
Revenue Funds: Brownfield RedevelopmentAuthority; Tax IncrementFinance Authority; Budget
Stabilization; Drug Law Enforcement;State and FederalPrograms;Community DevelopmentBlock
Grant Program; Stadium; Principal Shopping District; 911 Communications Center; Building
Department;Debt Service Funds: 1990 SpecialAssessments]1996 RefundingBonds; 1998 Building
Authority; 1999 Fire Station; 2001 Fire Station.

Budgetaryintegratian is employedas a managementontrol device during the year for all budgeted
funds. Exceptfor the GeneralFund, thesebudgetsare adoptedon a basisconsistentwith generally
acceptedaccountingprinciples ("GAAP"). In the GeneralFund, capital leasepayments/ installment
paymentsare budgeted put capital leaseacquisitionsarenot.

6. Budgetedamountsare as originally adoptedor aslegally amendedduring the year. During the year,
severalsupplementaryappropriationswere necessary. Theseamendnents were mostly due to bond
issuesandstateandfederalgrants.

7. Appropriations lapse at yearend for all annual budgets. Appropriations are automatically carried
forward for projecttype budgets.

Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other commitments for the
expenditureof monies are recordedin order to reservethat portion of the applicable appropriation, is
employedasan extensionof formal budgetaryintegrationin all funds. Encumbrancesutstandingat year
end are reported as reservationsof fund balancesin the General Fund, and Act 51 Streets Funds.
Encumbrancesoutstanding at yearend for unfulfilled obligations of the current year budget are re-
appropriatedn the succeedingyear.

Investments

Investmentincomefrom the City's pooledcashaccountis allocatedon a pro-ratabasisto participatingfunds
basedon eachfund's averagedaily equity balancewithin the account. All investmentsare recordedat fair
value exceptthoseinvestmentsthat have an original maturity of lessthan one year, in accordancewith
GASB StatementNumber 31, “Accounting and Financial Reporting for Certain Investmentsand for
ExternallnvestmentsPools”.
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1. Summary of Significant Accounting Policies(continued)
Budgets and budgetary accounting (continued)

Inventories

Inventoriesarevaluedat costdeterminecby eitherthe moving weightedaveragemethodor the first-in, first-
out method. Inventoriesconsistof expendablesuppliesheld for consumption. The costis recorded asan
expenditureor expenseat the time individual inventoryitemsareused.

Compensatedabsences
In governmentalfunds, compensategbsencesre recordedas expendituresin the year paid. The unpaid
liability at June30, 2004 requiring expendableavailable financial resourcess immaterial.

Unpaid compensatedibsencespplicableto proprietaryfunds are recordedas a liability in thosefunds as
the vestedbenefitsto the employeesaccrue.

Capitalized interest

The City capitalizesnet interestcoss in its SewageDisposal SystemFund on bonds issuedfor capital
constructionin accordancewith Statementf Financial Accounting Standardq"SFAS") Nos. 34 and 62.
Total interest expensesfor the year ended June30, 2004, was $3,754,300 of which $1,322942wvas
capitalized.

Statement of cashflows
For purposeof the statemenbf cashflows, cashand cashequivalentsconsistof cashandall highly liquid
investmentgincluding restrictedassetswith an original maturity when purchasedf threemonthsor less.

Reclassifications
Certainprior yearbalanceshavebeenreclassifiedto conformwith the currentyearpresentation.

Useof estimates
The preparationof financial statementsn conformity with generallyacceptedaccountingprinciplesrequires
mana@mentto make significant estimatesand assumptionghat affect the reportedamountsof assetsand
liabilities and disclosuresof contingentassetsand liabilities at the date of the financial statementsand the
reportedamountsof revenueand expensesduring the reporting period. Actual resultscould differ from
thoseestimates.

Joint ventures

In 1998, the City enteredinto anagreementvith InghamCountyto form the City of Lansingand County of
Ingham Joint Building Authority for the purposeof constricting and managinga building in downtown
Lansing that will housethe courts, prosecutingattorneyand other related departments. The Authority is
governedby a threememberboard composedof one membereachappointedby the City and County and
oneappoirtedjointly by thetwo units. Both the CountyandCity will contributecashand/orpropertyto the
Authority. Bonds were issuedin 1999 by the Authority to provide the additional funding necessaryto
constructthe building. Becausehe joint ventureagreementdoesnot provide anexplicit contractuaformula
outlining the City’s claim to the Authority’s assets,it is deemedto be a “joint venture with no equity
interest.” Accordingly, no amountsare reportedin the accompanyingfinancial statementdor the City’'s
equity in the Authority. Completefinancial statementgor the joint venturemay be obtainedfrom:

City of Lansingand Countyof Ingham
Joint Building Authority
InghamCounty FinancialServices
PO Box 319,121 EastMaple Street
Mason,M| 48854
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2. Property Taxes

Propertytaxesattachas an enforceablelien on property as of the datethey are levied. City, community
college,and50% of schooltaxesarelevied anddueJuly 1 andbecomedelinquentafter August31. County
taxes and the balance of school taxes are levied and due Decemberl and become delinquent after
Februaryl4. In March, taxeson real propertystill delinquentare purchasedy the County'sTax Revolving
Funds. Collectionsof communitycollege,school,and countytaxesandremittancesareaccountedor in the
GeneralFund. City propertytax revenuesarerecognizedin the fiscal yearfor which the taxesarelevied to
the extentthattheyresultin currentreceivableqi.e., arecollectedwithin 60 daysafterfiscal yearend).

The City is permittedby charterandstatelaw to levy taxesup to $19.2635per $1,0000f assessedaluation
for generaloperationsother than the paymentof principal and intereston long-term debt. The tax rateto
financegeneralgovernmentakervicesother thanthe paymentof principal andintereston long-term debtfor
theyearendedJune30, 2004 was$14.9 per $1,0000f taxablevaluewhich meanshe City hasa tax margin
of $4.3635per $1,000which amouwntsto approximately$9,806,878of additionalrevenuesper yearif levied
basedon the 2003taxablevaluationof approximately$2,247,479,770

3. Depositsand Investments

The City Treasuremaintainsa pooled cashaccountfor useby the City's variousfunds. Equity in pooled
cashconsistsof the following at June30, 2004:

Cast $ 517,171
Cashequivalent: 33,485,87!
| otal equity In pooledcast $ 34,0U03,U5!

In addition to equity in the Treasurer'pooled cashaccount a numberof funds maintaintheir own deposit
andinvestmentbalances. A reconciliationof depositsand investmentdo the balancesheetfor the primary
governments asfollows:

Cashand
casr
equivalent: Investment: Total
Equityin pooledcast $ 34,003,055 $ - $ 34,003,05
Cashandcashequivalentsponrestricte 30,340,33 - 30,340,33
Cashandcashequivalentsiestricte: 48,791,43 - 48,791,43
Investmentjonrestricte - 34,50( 34,50(
$ 113,134,82 % 34,000 $ 113,169,327

Deposits

At yearend, the carrying amountof the City's cashand cashequivalentswere $113,134,82 and the bank
deposit balancewas $104,292,038 Of the bank balance,$930,675 was covered by federal depository
insurance. The remaindemwasuncollateralizedanduninsured.
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3. Depositsand Investments (continued)

Investments
State statutesauthorizethe City to investits surplusfundsin securitiesof the U. S. governmentand U. S.

governmentagenciesand instrumentalitiesin which principal andinterestis fully guaranteedy the United
States,commercialpaperratedwithin the two highestclassificationsby two standardrating services,U. S.
governmentor federal agency obligation repurchaseagreementspankers'acceptancef United States
banks,andin mutual funds composedof vehicleslegal for directinvestment. During fiscal year 2004 the
City maintainedall its commercialpaperwithin the highestclassificationof the two rating services.

The SewageDisposalSystem'snvestmentsandportionsof the Municipal Parking System'sandGolf Fund'’s
investmentsareauthorizedby statuteggoverningrevenuebonds. Investmentsareauthorizedin securitiesof
theU. S.governmeniandU. S. governmentagenciesandinstrumentalities.

The City’s investment policy for the pension systemsreported in the Fiduciary Funds include the
authorizationto investin corporatebondsratedat leastBAA or betterby Moody’s or Standardand Poor’s,
commonstock, securitiesof the U.S. governmentand U.S. governmentagenciesand instrumentalities and
cashequivalentsasauthorizedby Act 314 of the Michigan Public Acts of 1965,asamended.

The City's investmentsare categorzedto give anindication of thelevel of creditrisk assumedy the City at
yearend. Categoryl includesinvestmentghatareinsuredor registeredor for which the securitiesare held
by the City or its agentin the City's name.

Category
(1)

U. S.governmendndagencysecurities $ 112,530,44
Corporatdonds 31,811,94
Commorstock 210,117,24

Subtotal 354,459,635
Investmenin mutualfunds(non-categorized) 73,146,279

Totalinvestmentatfair value $ 427,605,914
As ReportedntheStatementsf Net AssetsaandStatementf FiduciaryNetAsset
Governmentactivitie: $ 34,501
Fiduclarytunds 427,571,41

I ota $  42/,6UbY1

Component Units
At yearend,the componentunits, including the Tax IncrementFinanceAuthority - Convertion/Exhibition

Hall, Brownfield RedevelopmenAuthority, andLansing Entertainmentand Public Facilities Authority, had
a total deposit and investmentbalance of $5,381,088 Of the total depositsand investmentsbalance,
$506,883is for nonrestrictedcash and cashequivalents $397,273in restrictedcashand cashequivalents,
and$4,476,932in non-restrictedinvestments. The carrying amountof depositswas $904,156andthe bank
deposit balancewas $1,135,072 Of the bank balance, $200,000 was covered by federal depository
insurance. The investmentdor the componentunits in the amountof $4,476,932arein pooledgovemment
fundsandnot categorized. Thefair value of the investmentsapproximatescost.
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4. Capital Assets

A summaryof changesn GovernmentalActivities capital assetdollows:

Balance
Balance June 30,
July 1,2003 Additions Deletions 2004

Primary government
Capital assetsnot beingdepreciated

Land $ 24,435,371  $ 88,000 $ - $ 24,523,371

Constructionin progress 5,658,809 3,885,705 5,511,169 4,033,345
Total capital assetsnot being depreciated 30,094,180 3,973,705 5,511,169 28,556,716
Capital assetsheingdepreciated

Land improvements 6,847,138 1,109,545 - 7,956,683

Equipmentandvehicles 20,971,949 1,248,157 279,450 21,940,656

Buildings 81,003,385 3,246,603 - 84,249,988

Infrastructure 324,617,012 3,165,513 7,084,870 320,697,655
Total capital assetspeingdepreciated 433,439,484 8,769,818 7,364,320 434,844,982
Lessaccumulateddepreciationfor

Landimprovements 3,131,592 370,096 - 3,501,688

Equipmentandvehicles 16,845,133 1,499,958 279,450 18,065,641

Buildings 34,151,733 2,174,045 - 36,325,778

Infrastructure 181,048,448 8,817,858 7,084,870 182,781,436
Total accumulateddepreciation 235,176,906 12,861,957 7,364,320 240,674,543
Total capital assetspeingdepreciatednet 198,262,578 (4,092,139) - 194,170,439
Primary government capital assetsnet $ 228,356,758  $ (118,434) $ 5511,169 $ 222,727,155
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4. Capital Assets(continued)

Balance
Balance June30,
July 1,2003 Additions Deletions 2004
Internal ServiceFunds
Capitalassetsnotbeingdepreciated
Land $ 55,297 $ $ $ 55,297
Totalcapitalassetsnotbeingdepreciated 55,297 55,297
Capitalassetsheingdepreciated
Equipmenandvehicles 11,529,668 1,248,025 713,150 12,064,543
Buildings 2,954,412 - - 2,954,412
Totalcapitalassetsheingdepreciated 14,484,080 1,248,025 713,150 15,018,955
Lessaccumulatedepreciatiofior
Equipmenandvehicles 9,064,067 845,494 713,150 9,196,411
Buildings 423,012 59,948 - 482,960
Totalaccumulatedepreciation 9,487,079 905,442 713,150 9,679,371
Totalcapitalassetshbeingdepreciatedhet 4,997,001 342,583 5,339,584
Internal ServiceFundscapital assetsnet $ 5,052,298 $ 342,583 $ - $ 5,394,881
Governmentalfunds capital assetsnet $ 233,409,056 $ 224,149 % 5,511,169 $ 228,122,036

Depreciation expensewas charged to the governmental functions asfollows:

Governmental Internal Service
Assets Assets Total
Governmentahctivities;
Generalgovernment 329,16¢ $ 905,44: $ 1,234,61:
Public safety 1,208,41¢ - 1,208,41¢
Public works 8,846,97¢ - 8,846,97¢
Recreatiorandculture 1,196,27° - 1,196,27°
Communitydevelopmer 1,281,11! - 1,281,11!
$ 12,861,957 $ 905,442 $ 13,767,399
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4.

Capital Assets(continued)

A summaryof changesn BusinessType Activities capitalassetgollows:

Businesgdype activities
Capitalassetsnotbeingdepreciated
Land
Constructionn progress

Total capitalassetsnotbeingdepreciated

Capitalassetsheingdepreciated
Landimprovements
Equipmentndvehicles
Buildings
Sewers

Total capitalassetsheingdepreciated
Lessaccumulatedepreciatiorior
Landimprovements
Equipmenandvehicles
Buildings
Sewers
Totalaccumulatedepreciation

Total capitalassetsheingdepreciatedhet

Primary governmentcapital assetsnet

Constructionin progressof proprietaryfund typesis comprisedof the following:

SewageDisposalSystemsewerandplantimprovemen

PotterParkZoo, miscellaneot
Golf, landimprovement
MunicipalParkingSystemlanc

*Doesnotincludecapitalizednterest.

Balance
Balance June30,
July 1,2003 Additions Deletions 2004
$ 22,581,816 $ - $ - $ 22,581,816
53,605,960 35,698,962 34,805 89,270,117
76,187,776 35,698,962 34,805 111,851,933
22,468,516 14,971 - 22,483,487
5,325,514 226,702 112,482 5,439,734
166,841,448 1,423,598 - 168,265,046
129,860,728 - 129,860,728
324,496,206 1,665,271 112,482 326,048,995
8,234,180 592,520 - 8,826,700
3,762,142 420,151 112,482 4,069,811
71,993,624 4,541,932 - 76,535,556
27,290,071 2,837,435 30,127,506
111,280,017 8,392,038 112,482 119,559,573
213,216,189 (6,726,767) 206,489,422
$ 289,403,965 $ 28,972,195 $ 34,805 $ 318,341,355
Project Expendedto
authorization* June 30,2004

$ 97,766,50 $ 73,917,51

7,000 3,592

321,571 125,61t
22,884,650 14,432,708

$ 120,979,772 $ 88,479,43
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5. Debt

Short-term debt
The following is a scheduleof shortterm debtusedto finance current projectsas of June30, 2004, for all
short-termactivity during the year(in thousandsf dollars):

Balance Balance
July 1,2003 Additions Deletions June 30, 2004
Short-termnote payablefor the finance
of the City fire truck with Delhi Township,MI  $ - $ 300 $ - $ 300
Total short-termdebt $ - $ 300 $ - $ 300

Long-term debt
The following is a summaryof long-term debttransactionsof the City for the yearendedJune30, 2004 (in
thousandof dollars):

Special
assessment
General debtwith Accrued
obligations government Lease compensated
bonds commitment Loans purchases absences
PayabletJuly1, 2003 $ 29,553 $ 65 $ 534 $ 9,319 $ 10,650
Increasén accruedvorkers
compensation - - - -
2004debtissues - - - 784
Debtretired (4,475) (20) (126) (1,869) -
Increasén accruecompensateabsences - - - - 7,308
(Decreasein accruedcompensateabsences - - - - (7,362)
PayablatJune30,2004 25,078 45 408 8,234 10,596
Lesscurrentportion 4,840 10 131 1,779 7,583
Long-ternpayableat June30,2004 $ 20,238 $ 35 % 277 $ 6,455 $ 3,013
Total
Internal service general

Accrued Accrued long-term

workers' general Accrued debt

compen- liability compensated Capital governmental

sation claims absences leases activities

PayablatJuly1,2003 $ 3,479 $ 400 $ 104 $ 1,725 $ 55,829
Increasén accruedvorkers
compensation 70 - - - 70
2004debtissues - - - - 784
Debtretired - - - (100) (6,590)
Increasén accruecompensateabsences - - 59 - 7,367
(Decreasen accruecompensateabsences - - (56) - (7,418)
PayabletJune30,2004 3,549 400 107 1,625 50,042
Lesscurrentportion 1,442 - 58 100 15,943
Long-ternpayableat June30,2004 $ 2,107 $ 400 $ 49 $ 1525 $ 34,099
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5. Debt (continued)

Proprietary fund types- enterprise Component Unit
Lansing
entertainment
General Accrued and public
obligations Revenue compensated Facilities
bonds bonds Loans absences Authority
Payableat July 1, 2003 $ 129,297 % 29,230 - 1,039 169
2004 debtissues 33,671 39,880 4,180 - 50
Debtretired (4,665) (13,735) - - (57)
Increasdn accruedcompensatedbsences - - - 837 -
(Decrease)n accruedcompensatedbsences - - - (724) -
158,303 55,375 4,180 1,152 162
Lessunamortizeddiscount/premium (15,211) 921 - - -
Lessdeferrediosson
extinguishmenbf debt (1,766) (1,075) - - -
Payableat June30, 2004 141,326 55,221 4,180 1,152 162
Lesscurrentportion 5,350 3,665 - 720 49
Long-termpayableat June30, 2004 $ 135,976  $ 51,556 4,180 432 113
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5. Debt (continued)
Long-term debtpayablefor the Primary Governmeniat June30, 2004 is comprisedof the following:

Principal
amount
(in thousands;
of dollars)

Generalobligation bonds
$4,000,000- 2001 Unlimited Tax bonds,duein annualinstallmentsot $135,000to
$300,000throughMay 1, 2019;interestratesrangingfrom 4.0%to 5.0% (this
issueis beingserviced- principal andinterest- by the 2001 Fire StationDebt
ServiceFund $ 3,75C
$7,225,000-1992.imited Tax bond,duein annualinstallmentsof $355,000to
$425,000throughOctoberl, 2013;interestatthe rateof 2% perannum(this issue
is beingserviced- principal andinterest- by the SewageDisposalSystemFund; 3,90t
$9,370,000-1993.imited Tax bond,duein annualinstallmentsot $385,000to
$470,000throughOctoberl, 2014;interestat the rateof 2% perannum(this issue
is beingserviced- principal andinterest- by the SewageDisposalSystemFund’ 4,70k
$3,725,000-1994.imited Tax bond,duein annualinstallmentsof $150,000to
$185,000throughOctoberl, 2015;interestat the rateof 2% perannum(this issue
is beingserviced- principal andinterest- by the SewageDisposalSystemFund’ 2,01C
$4,170,000-1994.imited Tax bond,duein annualinstallmentsof $116,930to
$230,000throughOctoberl, 2015;interestat the rate ot 2% perannum(this issue
is beingserviced- principal andinterest- by the SewageDisposalSystemFund’ 2,257
$575,000-1994_imited Tax bond,duein annualinstallmentsof $30,000to $35,00(
throughApril 1,2013;interestattherateof 2.25% perannum(this issueis being
serviced- principal andinterest- by the SewageDisposalSystemFund’ 29C
$8,430,000-199%.imited Tax bond,duein annualinstallmentsot $315,000to
$465,000throughApril 1, 2015;interestattherateof 2.25% perannum(this issueis
beingserviced- principal andinterest- by the SewageDisposalSystemFund 4,66¢
$3,475,000-19964.imited Tax bond,duein annualinstallmentsof $155,000to
$200,077throughApril 1,2017;interestattherateof 2.25% perannum(this issueis
beingserviced- principal andinterest- by the SewageDisposalFund; 2,33(C
$3,995,000-199@.imited Tax bond,duein annualinstallmentsof $185,000to
$245,000throughOctoberl, 2017;interestattherateof 2.25%perannum(this
issueis beingserviced- principal andinterest- by the SewageDisposalFund) 2,980
$10,340,000-2008Building Authority "A" tax exemptbonds,duein annual
installmentsof $155,000to $725,000throughJunel, 2029;interestat ratesranging
from 2.25%to 5.00%perannum(this issueis beingserviced- principal and
interest- by the Municipal Parking SystemFund 10,34(
$8,660,000-2003Building Authority "B" taxablebonds,duein annual
installmentsof $200,000to $640,000throughJunel, 2029;interestat ratesranging
from 2.90%to 6.25%perannum(this issueis beingserviced- principal and
interest- by the Municipal Parking SystemFund. 8,660
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5. Debt (continued)

Principal
amount
(In thousands,
ot dollars)

Generalobligationbonds(continued
$10,800,000-199@nImited | ax Retundingbonds,dueln annualinstalimentsot
$1,210,0000 $1,4/0,0001nterestat ratesrangingtrom 4.6%to 6.0% (this Issuels
beingserviced principal andinterest- by the 1996 RefundingBondsbebt Service
Fund $ 6,69
$5,090,000-199& . 1mited Tax bond,duein annualinstalimentsot $86,985to
$300,000throughOctoberl, 201 /;Interestat the rate ot 2.25%perannum(this
ISSuels beingserviced- principal andinterest- by the Sewagebisposal-und; 3,49/
$11,255,000-199& imited Tax bond,dueln annualinstallmentsot $273,019to
$660,000throughOctoberl, 2018;Interestat the rate ot 2.25%perannum(this
ISSuels beingserviced- principal andinterest- by the Sewagebisposal-und; 8,30:
$2,1/5,000-199&.1mited | ax bond- Building Authority, duein annualinstaliment:
of $90,000to $160,000throughJunel, 2018;Iinterestat ratesrangingirom 4.5%
to 5.0% (this Issuels beingserviced principal andinterest- by the Building
Authority Debt ServiceFund, 1,7/%
$3,000,000-199Wnhmited 1ax Bond, duein annualinstalimentsot $145,000to
$200,000throughMay 1, 2019; interestat ratesrangingtrom 5.0%to 5.7% (this
ISSuUels beingserviced- principal andinterest- by the 1999ire StationDebt
Servicelund, 2,68¢
$10,120,000-1999.1mited Tax bond,duein annualinstalimentsot $86,225to
$605,000throughApril 1, 2018;interestattherateot 2.5% perannum(this Issuels
beingserviced- principal andinterest- by the SewageDisposall-und. (,311]
$9,805,000-200@imited Tax bond,duein annualinstalimentsot $415,000to
$5/70,000throughApril 1, 2008; interestattherateot 2.5% perannum(this issuels
beingserviced- principal andinterest- by the Sewagebisposal-und, /,36¢
$10,860,000- 2001 LImited | ax Bond, duein annualinstallmentsot $341,095t0
$665,000throughApril 1, 2015;Interestattherateot 2.5% perannum(this Issuels
beingserviced- principal andinterest- by the SewageDisposalFund 9,661
$13,645,000- 2002LIimited Tax bond,duein annualinstalimentsot $530,000to
$/95,000throughApril 1, 2006; Interestat the rate ot 2.5% per annum(this iIssue
IS beingserviced- principal andinterest- by the SewageDisposalFund 11,67¢
$800,000- 1986LIMIted | ax Bond, duein annualinstalimentsot $65,000to
$70,000throughJunel, 2006;Interestata rateot 6. /5%
perannum(this issuels beingserviced- principal andinterest- by the Municipal
Parking SystemFund) 135
$10,350,000- 2003Limited Tax Bond, duein annualinstallmentsof $405,000to
$575,000throughOctoberl, 2021, interestat a rateof 2.5% perannum(thisissue
is beingserviced- principal andinterest- by the SewageDisposalFund) 7,826
$4,670,000- 2004 Limited Tax Bond, duein annualinstallmentsof $176,711to
$195,000throughOctoberl, 2009, interestat a rate of 2.125%perannum(this issue
is beingserviced- principal andinterest- by the SewageDisposalFund) 565
$9,605,000- 2004 Limited | ax Bond, duein annualinstallmentsot $2/1,515to
$390,000throughOctoberl, 2008, interestat a rate of 2.125%perannum(this issue

is beingserviced- principal andinterest- by the SewageDisposalFund) 661
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5. Debt (continued)

Principal
amount
(in thousands;
of dollars)

Generalobligation bonds(continued)
$64,635,000-199Qimited Tax bonds,duein annualinstalimentsof $4,140,00!
to $4,145,000eginningJunel, 2006throughJunel, 2015;interestat ratesranging
from 7.30%to 7.45%(thisissueis beingserviced- principal andinterest- by the
Municipal Parking SystemrFund; $ 41,41
$25,100,000-199% imited Tax bonds,duein annualinstallmentsof $715,00(
to $1,595,000hroughJunel, 2019;interestat ratesrangingtrom 5.20%to 5.80%
(thisissuels beingserviced- principal andinterest- by the Municipal Parking
SystemFund; 16,74
$1,300,000-1994.imited Tax bonds,duein annualinstallmentsof $50,000to
$105,000throughOctoberl, 2016;interestat ratesrangingfrom 4.80%to 5.70%
(thisissueis beingserviced- principal andinterest- by the Golf Fund; 1,00
$25,108,133 1994 Limited Tax incrementbonds,duein annualinstalimentsof
$42,828to $3,260,000throughMay 1, 2020;interestat the averagaateot 6.55%
perannum(this issuels beingserviced- principal andinterest- by the Tax

IncrementFinanceAuthority) 10,17¢
Subtotal 183,381
Less
Unamortizeddiscount (15,211
Deferredlosson extinguishmenbf debt (1,766
Total generalobligation bonds $ 166,40¢
Revenuebonds

$20,845,000-1994ewageDisposalSystembonds,duein annualinstallimentsof

$430,000to $470,000throughMay 1, 2006;interestat ratesrangingfrom 5.30%

to 5.40%(this iIssueis beingserviced- principal andinterest- by the Sewag:
DisposalSystemFundandis securedoy the revenuet the system 90C
$26,415,000-199&ewageDisposalSystembonds,duein annualinstallimentsot

$875,000t0 $3,240,000hroughMay 1, 2014;interestat ratesrangingfrom 4.00%

to 5.0% (this Issuels beingserviced- principal andinterest- by the Sewag

DisposalSystemFund) 14,68¢
$39,880,000-200FewageDisposalSystembonds,duein annualinstallmentsof

$575,000t0 $2,365,000hroughMay 1, 2028;interestat ratesrangingfrom 2.00%

to 5.0% (this Issuels beingserviced- principal andinterest- by the Sewag

DisposalSystemFund) 39,79(
Subtotal 55,375
Less
Unamortizeddiscount 921
Deferredlosson extinguishmenbf debt (1,075
I otal long-termrevenuebonds $  bb,2Zl]
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5. Debt (continued)

Principal
amount
(in thousands
of dollars)
Specialassessmerttebtwith governmentommitmen
$800,000-199Q.imited Tax SpecialAssessmenbonds,duein annualinstallmentsot
$10,000to $15,000throughOctoberl, 2007;interestat a rate ot 5.0%
(this issueis beingserviced- principal andinterest- by the Specia
Assessmenteent Serviceruna, $ 45

Leasepurchaseagreements
$609,084-1998 easePurchaséAgreementfor Radiosin annualinstalimentsof
$102,612throughJune2005;interestat 4.81%(this issueis beingserviced-principe
andinterest- by the GeneralFund; $ 98
$11,000,000-199% easeAgreementior BaseballStadium,duein annua
installmentsof $860,000to $1,170,000hroughJunel, 2010;interestat the rateof
5.969%perannum(this issueis beingserviced- principal andinterest- by the
StadiumFund; 6,00
$209,873-2004_easePurchaseAgreementor ComputerSystemandsoftwarein
monthly instalimentsof $6,267throughJanuary2007;
Interestat 5.545%(this Issuels beingserviced- principal andinterest-
by the GeneralFund, 192
$1,500,000- 2002 LeasePurchaseAgreementtor computersoftware,duein annua
Instalimentsot $290,000to $320,000throughAugust1, 2007; interestat arateof
3.20%perannum(this issueis beingserviced- principal andinterest- by the
GeneralFund 1,22C
$1,925,000- 2001 LeasePurchasdor O&M Facility, duein annualinstallmentsof
$105,000t0 $155,000throughMarch 1, 2016; interestat the rate of 5.350%(this
ISsuels beingserviced- principal andinterest- by the Public ServiceGarageFund; 1,62t
$999,987-1999 easePurchaseAgreementfor ComputerSoftwareapplication:
In monthly installmentsot $19,560throughFebruary2005;interestat 6.59%(this
Issuels beingserviced- principal andinterest- by the GeneralFund 152
$570,000- 2004 LeasePurchasdor RootsandFire Suppressionguein semi-annué
installmentsof $39,964throughMarch 1, 2012;interestat the rateof 2.7705%(this

issueis beingserviced- principal andinterest- by the GeneralFund! 57C
Total leasepurchaseagreements $ 9,85t
Loans

$649,843- 2001 Michigan Departmenbt TransportatiorLoan,duein minimum
annualinstallmentsot $147,419%throughJuly 1, 2006; interestat 4.00% (this Issuels

beingserviced- principal andinterest- by the Act 51 Major StreetsFund; 40¢€
$4,179,650- 2003 Michigan EconomicDevelopmentCorporationLoan, duein
annualinstallmentsof $239,472beginningJune30, 2007 throughJune30, 2036,

interestrate4%. (this issueis beingserviced- principal andinterest- by the

Municipal Parking SystemrFund 4,18(

| otal loans $ 4,08t
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5. Debt (continued)

Principal
amount
(in thousands;
of dollars)
Accruedcompensatedbsences
Liguidation of accruedcompensatedbsencefiavebeenreservedo all the
enterprisgunds, the internalservicetund, andthe generafund. $ 11,85t
Accruedworkers'compensatiomiability $ 3,54t
Accruedgeneralliability claims % 400

Componenunit leasepurchaseagreementst June30, 2004 arecomprisedot the following:
$51,354-2000_easeAgreementfor a securitysystemn annualinstallmentsot
$5,135plusinterestthroughJanuary2010; interestat 5.907%(this iIssuels being
serviced- principal andinterest- by the LansingEntertainmentand Public Facility
Authority) 30
$110,000-2000_easeAgreementtor computerequipmentn quarterlyinstaliment:
of $5,500plusinterestthroughJanuary2005;interestat 5.66% (this issueis beinc
serviced- principal andinterest- by the LansingEntertainmentandPublic Facility
Authority) 17
$10,500-200d_easeAgreementtor tencingin quarterlyinstallmentsrangingtrom
$198t0 $337 plusinterestthroughJuly 2012;interestat arateof 5.5% (this issue
Is beingserviced- pricipal andinterest- by the LansingEntertainmenandPublic
Facility Authority) 9
$119,012- 2002 LeaseAgreementfor computerequipmentandotherpropertyin
quarterlyinstallmentsrangingfrom $1,922to $6,679plusinterestthroughOctobe
2011;interestrangingfrom 4.55%to 5.62%(this issueis beingserviced- principal
andinterest- by the LansingEntertainmenandPublic Facility Authority) 64
$28,228-2004_easeAgreementfor computerequipmentandsoftwarein quarterly
Instalimentsof $2,496.55throughJuly 1, 2006; interestat 4.0%(thisissueis being
serviced- principal andinterest- by the LansingEntertainmentndPublic Facility
Authority) 20
$22,259-2004_easeAgreementior HVAC equipmentn quarterly
instalimentsof $704.59throughApril 21, 2014;interestat 4.9%(thisissueis being
serviced- principal andinterest- by the LansingEntertainmentandPublic Facility
Authority) 22

Total componentunit leasepurchaseagreements $ 16z
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5. Debt (continued)
The annualrequirementgo serviceall long-term debt outstandingasof June30, 2004, including interestof
$98,639,282 componentunit generalobligation bondsincluding interestof $25,232,247 and component
unit capitalleasesincluding interestof $26,861, areasfollows:

ComponentJnit

Lansing
GovernmentalActivities-Principal Entertainment
Special and Public
assessment Facilities
Year General debtwith Authority
ending obligation government Lease Capital
June30, bonds commitment purchases Loans Leases Total
2005 4,840,000 10,000 1,958,850 131,088 49,739 6,989,677
2006 1,655,000 10,000 1,457,682 136,331 26,950 3,285,963
2007 1,777,828 15,000 1,496,415 140,864 18,329 3,448,436
2008 1,915,536 10,000 1,535,137 - 14,312 3,474,985
2009 2,053,338 - 1,282,094 - 14,832 3,350,264
2010-14 4,092,703 - 1,823,574 - 38,134 5,954,411
2015-19 7,827,667 - 305,000 - - 8,132,667
2020-24 916,061 - - - - 916,061
$ 25,078,133 $ 45,000 $ 9,858,752 $ 408,283 $ 162,296 $ 35,552,464
ComponentUnit
Lansing
GovernmentalActivities-Interest Entertainment
Specia and Public
assessment Facilities
Year Genera debtwith Authority
ending obligatior government Lease Capital
June30, bonds commitmen purchases Loans Leases Total
2005 942,20 2,00( 507,81 16,33: 7,45: 1,475,79
2006 664,46 1,50( 412,65 11,08t 5,54( 1,095,23
2007 639,60 87t 338,70 5,63¢ 4,28: 989,10
2008 608,59 25C 262,76 - 3,41¢ 875,02
2009 597,62 - 187,79 - 2,59: 788,01
2010-14 3,633,74 - 264,66 - 3,58( 3,901,99
2015-19 18,287,83 - 24,61( - - 18,312,44
2020-24 4,458,93 - - - - 4,458,93
$ 29,833,00 % 4,62t % 1,999,00 % 33,Ub % 26,86, $  31,8Y6,55
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5. Debt (continued)

Business-TypeActivities-Principal

Year General General
ending obligation Revenue
June 30, bonds bonds Loans Total
2005 5,353,000 3,665,000 - 9,018,000
2006 10,305,000 3,805,000 - 14,110,000
2007 11,065,000 3,950,000 239,472 15,254,472
2008 11,156,515 2,830,000 71,224 14,057,739
2009 11,051,711 2,840,000 74,265 13,965,976
2010-14 56,945,968 15,185,000 421,690 72,552,658
2015-19 36,706,023 8,250,000 519,746 45,475,769
2020-24 9,580,008 8,250,000 640,603 18,470,611
2025-29 6,140,000 6,600,000 789,563 13,529,563
2030-34 - - 973,162 973,162
2035-36 - - 449,924 449,924

$ 158,303,225 $ 55,375,000 $ 4,179,649 $ 217,857,874

Business-TypeActivities-Interest

Year General General
ending obligation Revenue
June 30, bonds bonds Loans Total
2005 3,818,297 2,439,962 - 6,258,259
2006 3,672,714 2,298,753 - 5,971,467
2007 3,496,541 2,152,990 - 5,649,531
2008 3,307,601 2,002,400 168,248 5,478,249
2009 3,114,147 1,900,000 165,206 5,179,353
2010-14 12,442,193 7,594,120 775,668 20,811,981
2015-19 6,784,458 4,580,400 677,612 12,042,470
2020-24 2,703,236 2,673,000 556,754 5,932,990
2025-29 1,064,088 767,250 407,794 2,239,132
2030-34 - - 224,196 224,196
2035-36 - - 29,019 29,019

$40,403,27¢  $26,408,87¢ $ 3,004,49, $69,816,64.

At June30, 2004, $12,852is availablein the Debt ServiceFundsto servicethe generalobligation bonds.

Capitalleasesof the City havea value of $1,709,873underthe equipmentcategory,and $13,495000 under
buildings.

Operatingleaseswere enteredinto for a 1998 purchaseof Fire Departmentradios,and 1999 modifications
to computersoftware.
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5. Debt (continued)

Thefollowing is a scheduleof the presentvalue of the net minimum leasepaymentsas of June30, 2004, for
all leasepurchaseagreementsutstanding(in thousandof dollars):

Total minimum leasepayments $ 8,982
Lessamountrepresentingnteres (1,328
Presenvalueor netminimum leasepayment b /,bY¢

The specialassessmerdebtwith governmentcommitmentis backedby thefull faith andcredit of the City.
Currentdebtservicerequirementsare fundedthrough specialassessmentgvied againstpropertiesdeemed
to be benefitedby thesepublic improvements.

There are a numberof limitations and restrictionscontainedin the various revenuebond indentures. The
City is in substantiacompliancewith all significantlimitations andrestrictions.

In prior years,the City defeasedcertain reverue bonds by placing the proceedsof new bondsin an
irrevocabletrust to provide for future debtservicepaymentson suchbonds. Accordingly, the trust account
assetandthe liability for the defeasedondsarenotincludedin the City's financial statenents. At June30,
2004, $6,855,0000f bonds outstandingare considereddefeased. Defeasedbonds outstandingfor the
componentunit Tax Increment Finance Authority Convention/ Exhibition Hall at June 30, 2004 were
$3,890000.

6. Risk Management

The City of Lansingis exposedto variousrisks of loss relatedto propertyloss, torts, errorsand omissions
andemployeeinjuries.

The City carries commercial insurancefor claims relating to generalliability, property, electronic data
processing, boiler and machinery, police professional and errors and omissions. The City has not
experiencedsettlementsn excesof insurancecoverageduring the pastthreeyears.

The City is uninsuredfor actsof natureandenvironmentalklearrup costs.

The City is self-insured for workers' compensationcosts. The City estimatesthe liability for workers'
compensatiorclaims that have beenincurredthroughthe end of the fiscal year,including thoseclaimsthat
have beenreportedas well asthosethat have not yet beenreported to the City. The currentliability is
accountedfor in the GeneralFund, with long term liabilities accountedfor in the Statemenbf Net Assets.
The City hasexcesdliability insurancecoverageup to a maximumamountof $2,000,000per claim with a
$750,000deductible. Changesin the estimatedlong-term liability aswell as the total estimatedcost of
claimsfor the pasttwo fiscal yearswere asfollows:

Fiscal Year Ended June 30,

2004 2003
Estimatediability, beginningof year $ 347883 $ 3,410,61¢
Estimatedclaimsincurred,including changesn estimates 1,482,84« 1,137,82!
Claimspayments (1,413,267 (1,069,613
Estimatediability, endot year $ 3,548,40t % 3,4/8,83
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7. Reconciliation of Interfund Advancesand Due To/From

Interfund receivablesand payablesare recordedfor borrowings to eliminate negative balancesin the
commoncashpool andfor non-pooledfundsto participatein the City’s cashdisbursemenprocess.

Interfund advancesind dueto/from balancesat June30, 2004 were:

DueTo
Non-majol Sewag Pensiol
DueFrom Genera Act 51 Governmente  Disposal Trust
Fund Major Funds Fund Funds Total

GeneraFunc $ - % - % 6,661,77 % - $ 99433 $ 7,656,11
Non-majoGovernment&und 882,63 2,802,35 817,92 - - 4,502,92
Sewag®isposaFunc 2,514,63 - - 3,793,67 - 6,308,31
MunicipalParkingSystentunc 1,234,22 - - - - 1,234,22
Non-majoEnterprisé&und - - 632,81 - - 632,81
PensiodrustFund 2,432,84 - - - - 2,432,84
1otal $ /,004,34 % 2,802,355 $ 8,112,551 $ 3,/Y3,6/ $ YY4,33 $22,/b(,2Z
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8.

Interfund Balances

Transfersare usedto 1) move revenuesfrom the fund that is requiredto collect themto the fund that is
requiredto expendthem, 2) use unrestrictedrevenuescallected in the General Fund to finance various
programsaccountedfor in otherfundsin accordancewith budgetaryauthorizations,3) transferbudgetary
surplusedrom the GeneralFundto the Budget Stabilization Fund or from the Budget Stabilization Fundto
other funds when necessaryand 4) transferaccumulatedsurplusesfrom other funds to the GeneralFund

whenauthorizedby statute.

Interfund transfers betweenthe funds within the Primary Governmentrecordedin the accompanying
financial statementgor the yearendedJune30, 2004 were:

Transferred To

Local Internal Non-major Sewage Non-major
Transterred From General Streets Service Governmental Disposal Enterprise
Fund Fund Funds Funds Fund Funds Total

GeneralFunc $ - $ 3,941,717 $ 1,038,60: $ 2,937,23¢ $ 7,917,55¢
Mayjor StreetsFunc - 1,705,26. - - - - 1,705,26.
Non-major GovernmentalFunds 2,272,86: - 24,20z 4,391,301 - 9,97C 6,698,33¢
SewageDisposalFunc 300,00¢ - - - - - 300,00¢
Municipal Parking SystemFunc - - - 1,000,00¢ - - 1,000,00¢
Non-major EnterpriseFunds - - 17,291 - - 17,291
lotal b Zbrz80: % L,/UdZ20i % 24,20z % 9,350,318 B 1,U38,bU:  $ 2,94/(,20¢ $1/,038,45:
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9. Retirement Commitments

Employees' Retir ement System

The City sponsorsand administersthe Employees'Retirement System (the Plan), a singleemployer,
definedbenefitpensionplan. It is accountedor asa separatgensiontrustfund. No standalonefinancial
reportsareissued. It coversgereral full -time employeef the City of Lansingand employeesof the 54-A
District Court. It does not include approximately half of general employeeshired subsequentto
SeptembeB0, 1990, who aremembersof the EmployeesMoney PurchasdPensionPlan, nor doesit include
police officers and firefighters, who are membersof a separateCity pension plan. The payroll for
employeescoveredby the plan for the year endedDecember31, 2003, was $30,579,238 the City's total
payroll was$65,619,390 Administration of the planis fundedthroughthe GeneralFund.

As of December31, 2003, employeemembershipdata,adjustedfor memberdransferringto the Employees'
Money PurchasePensionPlan,were asfollows:

Retireesandbeneficiariescurrently receivingbenefitsandterminatedemployees

entitiedto benefitsbut not yetreceivingtherr /5%
Active member
Active membersreste( 304
Active membersonveste 354

| otal active member bote

Approximately 25% of the activemembershipmay retire with a combinationof ageplus serviceequalto 65.

All othermembersmay retire at age50 with 25 or more yearsof creditedserviceor age58 with 8 or more
years of credited service. Members are vested after completing 8 years of credited service. For all

members,annualregular retirementallowancesare determinedby multiplying total creditedservicetimes
2.25%to 2.80% times final averagecompensation. Final averagecompensations the member'shighest
wagesfor two consecutiveyearsduring the last 10 years. Retirementoptions that provide for survivor
benefitsareavailable to members. The plan alsoprovidesdeathanddisability benefits. If a membereaves
employmentor dies before vesting, accumulatedmembercontributions plus interestare refundedto the
memberor designatedbeneficiary. Memberswho are vestedand teminate their employmenthave the
option of deferringretirementbenefitsuntil age58 or withdrawing their contribution, therebyforfeiting any
future benefits.

Active members contribute between 1.7% and 7.25% of wages as determined by individual labor
ageements. Chapter292 of the City of Lansing'sCode of Ordinancesestablishesbenefit provisions and
requiresthat the annuity and pensionreserves(which are determinedannually by the City's actuary) not
financedby membercontributionsshall be financed by annualappropretions.

The City's funding policy providesfor periodic employercontributionsat aduarially determinedratesthat
expressedas percentagef annual coveredpayroll, are designedto accumulatesufficient assetsto pay
benefitswhen due. The normal cost and amortization paymentfor the year endedJune 30, 2004, was
determinedusing an entry age actuarialfunding method. Unfunded actuarialaccruedliabilities are being
amortizedasa level percentof payroll overanopenperiod of 30 years.

Contributionsarerecognizedwhen due pursuantto formal commitmentsaswell asstatutoryor contractual

requirementsThe fund is accountedfor in essentiallythe samemannerasthe ProprietaryFundsand uses
thefull accrualmethodof accounting
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9. Retirement Commitments (continued)
Employees'retirement system(continued)

Planvaluationassetsre equalto the reportedmarketvalue of assetexceptthatonly 20% of the difference
betweenthe mark-to-marketrate of returnandthe 8% actuaral rate of returnis recognizedeachyear. This
five year smoothingmethodreducesthe fluctuation in the City's computedcontribution rate which might
otherwisebe causedby marketvaluefluctuations. The entry-ageactuarialcostmethodis usedto detemine
plan liabilities. Significant actuarial assumptionsused in determining the entry-age actuarial accrued
liability include (a) arateof returnon investmentsof 8% peryearcompoundedannually(b) projectedsalary
increasesof 4% attributable to inflation and 0% to 4% per year dependingon age attributable to
seniority/merit(c) assumptiorthat benefitsgenerallywill increaseb200annuallyafter age60.

During the yearendedJune30, 2004, contributionsof $3,566,759were madein accordancewith actuarially
determinedrequirementscomputedthroughan actuarialvaluation performedasof December31, 2003 The
contribution consisted of (a)$2,683,861 normal cost (13.3%4% of projected valuation payroll) and
(b) $1,391,615 amortization of the unfunded actuarial accrued liability (6.92 of projected valuation
payroll). The City contributed$3,566,759(17.73% of projectedvaluationpayroll), excluding contributions
for healthinsurance;employeesontributed$508,717(2.53% of projectedvaluationpayroll).

At December31, 2003, the unfundedactuarialaccruediability was$30,606,939 determinedasfollows:

Actuarial accruediability

Active participants(304 vestedand354 non-vestec $ 74,287,87.
Retiredparticipantsandbeneticiariescurrently receivingbenefits(705 recipients 130,524,92.
Vestedterminatedparticipantsnot yet receivingbenefits(48) 2,206,44.
Memberbenetitreserve 16,081,27
Total actuarialaccruediability 223,100,517
Actuarial value of assetgsmoothedmnarketvalue)# (192,493,578)
untundedActuarial accruedianility $ 3U,bUb,Y3!

#Excludingreservetor healthinsurancein the amountot $6,384,27(

Investmentsarereportedat fair valueandaremanagedy third-party moneymanagers.
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9. Retirement Commitments (continued)
Employees'retirement system(continued)

The City hadinitially contributedthe annualrequired contributions ("ARC"), andthus, hasneveractually
had,or hadneedto report,a net pensionobligation ("NPQO"), asrequiredunderGASB StatementNo. 27.

Scheduleof Employer Contributions

Fiscal
year Valuation Annual
ending date required Percentage
June 30 December31l contributions* contributed
($in thousands)
199t 199¢ 3,907 99.9%
199¢ 1994 4,09 99.9%
1997 199¢ 4,32¢ 98.9%
199¢ 199¢ 4,08¢ 99.2%
199¢ 1997 3,334 99.8%
200C 199¢ 3,13¢ 100.0%
2001 199¢ 3,215 100.0%
200z 200C 3,10t 100.0%
200¢ 2001 3,567 98.1%
2004 200z 3,46¢ 102.9%

*Due on Septembed st.

76



City of Lansing
Notes to Financial Statements

9. Retirement Commitments (continued)

Employees' Retirement System(continued)

Scheduleof Funding Progress

Unfunded
(Overfunded)
AAL asa
Actuarial percentage

accrued Active of active

Actuarial Actuarial habilty Unfunded member member

valuation value of (AAL) (Overfunded) Funded covered covered
date assets  entry age# AAL ratio payroll payroll
December31 (a) (b) (b)-(a) (@)/(b) (c) ((b-a)/c)

($ amountsin thousands)

199t 105,07+ 153,33 48,26: 68.5% 18,20¢ 265.1%
199¢ 114,42( 157,08: 42,66 12.8% 18,16¢ 234.8%
1997 127,44+ 163,23t 35,79 78.1% 18,33= 195.3%
199/ @ 127,44 161,79: 34,34¢ 78.8% 18,33- 187.4%
199¢ 143,26¢ 170,77¢ 27,50 83.9% 17,82( 154.4%
199¢ *  161,95¢ 187,15( 25,19  86.5% 19,31z 130.4%
200C ~* 177,85¢ 198,39¢ 20,541 89.6% 19,521 105.2%
2001 191,31: 213,64¢ 22,33 89.5% 20,28 110.1%
200z 192,92( 215,40¢ 22,48¢ 89.6% 19,09¢ 117.7%
200¢ 192,49« 223,10: 30,60¢ 86.3% 30,57¢ 100.1%

# Excludingthecontingencyreservesn the Reserveor RetiredBenefit Payments.

@ Atfter changesn actuarialassumptiongstablishmenot MemberBenefit Reserve
elimination ot the contingencyreserveandadoptionot minimum benetittor retirees

*  After changesn benetitprovisions

Analysis of the dollar amountsof the actuarial value of assetsactuarial accruedliability, and unfunded
liabilities in isolation can be misleading. Expressingthe assetsavailablefor benefitsasa percentageof the
actuarial accruedliability provides one indication of the plan's funded statuson a going-concern basis.
Analysis of the percentageover time indicates whether the systemis becomingfinancially strongeror
weaker. Generally, the greaterthis percentagethe strongerthe plan. The unfundedliabilities and annual
coveredpayroll are both affectedby inflation. Expressingthe unfundedliabilities asa percentagenf annual
coveredpayroll approximatelyadjustsfor the effects of inflation and aids analysisof the progressheing
madein accumulatingsufficient assetdo pay benefitswhendue. Generally,the smallerthis percentagethe
strongerthe plan.
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9. Retirement Commitments (continued)

Police and Fire Retirement System

The City sponsorsand administersthe Police and Fire RetirementSystem(the plan), a singleemployer
definedbenefitpensionplan. It is accountedor asa separatgensiontrustfund. No standalonefinancial
reportsareissued. It coversall police officers andfirefighters who arefull -time employeeof the City. The
City's payroll for employeescoveredby the plan for the yearendedDecember31, 2003, was $26,484,226
the City's total payroll was $65,619,390 Administration of the planis fundedthroughthe GeneralFund.

As of December31, 2003, employeemembershipdatarelatedto the plan were asfollows:

Retireesandbeneficiariescurrently receivingbenefitsandterminated

employeegntitiedto benefitsbut notyetreceivingthern o0/
Active members

Active membersrestel 228

Active membersionveste 237

| otal activemember 46c

Membersmay retire at any agewith 25 or moreyearsof creditedservice,or age55 with 10 or moreyearsof
creditedservice. Membersare vestedafter completing 10 yearsof creditedservice. Membersarerequired
to retireatage70. Annualretirementallowancesaredeterminedoy multiplying final averagecompensation
times 3.05% for fire and 3.20% for police employeestimes the first 25 yearsof credited service. The
maximum allowanceis 76.23% for fire and 80.00% for police employeesof final averagecompensation.
Final averagecompensations the member'shighestwagesfor 2 consecutiveyears. When an employee
who had retired subsequento August31, 1966, dies, the plan providesfor an automaticpensionto the
retiree'sspouse. This automaticpensionis equalto 50% of the regularretirementbenefitthe employeehad
beenreceivingat time of death. Effective July 30, 1990, membersmay electa reducedbenefit, either 93%
or 86% of the regularbenefit, therebyincreasingthe spousepensionto 75% or 86% of the regularbenefit,
respectively Alternately, memberamay electa non-spousabeneficiaryoption. The plan providesdeathand
disability benefits. If a member leaves employment or dies before vesting, accunulated member
contributionsplus interestare refundedto the memberor designatedeneficiary. Memberswho arevested
andterminatetheir employmenthavethe option of deferredretirementbenefitsuntil age55 or withdrawing
their contribution, therebyforfeiting anyfuture benefits.

Fire membersare requiredto contribute 5.72% of their annualwagesto the plan. Police supervisorsare
requiredto contribute 9.52% and police non-supervisors,8.50%. Chapter294 of the City of Lansing's
Ordinanceestabishesbenefit provisions and requiresthat the portion of the annuity and pensionreserves
(which are determinedannually by the City's actuary) not financed by member contributions shall be
financedby annualappropriations.

In addition to the paymentsunder this plan, the City made paymentsfrom the GeneralFund to provide
benefitsfor the beneficiariesof a prior pensionplan. This prior plan was supersededby the presentplan as
of Januaryl, 1944. Therewereno paymentamadeto beneficiariesunderthat plan.

The City's funding policy providesfor periodic employercontributionsat actuarially determinedratesthat,
expressedas percentageof annual coveredpayroll, are designedto accumulatesufficient assetsto pay
benefits when due. The normal cost and amortization paymentfor the year ended June30, 2004, was
determinedusing an entry age actuarialfunding method. Unfunded actuarialaccruedliabilities are being
amortizedasa level percentof payroll overanopenperiod of 30 years.
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City of Lansing
Notes to Financial Statements

9. RetirementCommitments (continued)

Police and Fire Retirement System(continued)

Planvaluationassetsareequalto the reportedmarketvalue of assetexceptthatonly 20% of the difference
betweenthe markto-marketrate of returnandthe 8% actuarialrate of returnis recognizedeachyear. This
five year smoothingmethodreducesthe fluctuation in the City's computedcontribution rate which might
otherwisebe causedby marketvaluefluctuations. The entry-ageactuarialcostmethodis usedto determine
plan liabilities. Significant actuarial assumptionsused in determining the entry-age actuarial accrued
liability include (a) a rate of return on investmentsof 8% per year compoundedannually (b) projected
salaryincreasesof 4% attributableto inflation and .1 to 5.5% per year dependingon age attributableto
seniority/merit(c) assumptiorthat benefitsgenerallywill increase$525annuallyafter age60.

During the year ended June30, 2004 total contributions of $4,178,467were madein accordancewith
actuaially determinedrequirementcomputedthroughanactuarialvaluationperformedasof December31,
2003. The contribution consistedof (a) $7,093,424normal cost (24.41% of projectedvaluation payroll)
and(b) $(2,914,957 amortizationof the unfundedacuarial accruediability (11.8%6 of projectedvaluation

payroll).

The City contributed$3,275,305(11.2%% of projectedvaluationpayroll), excluding contributionsfor health
insurance;employeescontributed$903,162(3.11% of projectedvaluationpayroll).

At December31, 2003, the assetan excessof actuarialaccruedliability were $10,160,718 determinedas

follows:
Actuarial accruediability
Active participants(228 vestedand237 non-vestec $ 82,196,96.
Retiredparticipantsandbeneficiariescurrently receivingbenefits(597 recipients 184,468,86
Vestedterminatedparticipantsnot yet receivingbenetits(10 vested 1,120,38(
Total actuarialaccruediability 267,786,203
Actuarial value of assetgsmoothedmarketvalue)# 277,946,921
Assetsin excesor actuarialaccruediapility $ (10,160,718

#Excludingreservetor healthinsurancein the amountof $9,793,95-

Investmentsarereportedat fair valuemanagedy third-party managers.

The City hadinitially contributedthe annualrequired contributions("ARC"), andthus, hasneveractually
had, or hada needto report,a net pensionobligation ("NPQO"), asrequiredunderGASB StatemeniNo. 27.

Significant actuarialassumptionsisedto computedcontribution requirementsvere the sameasthoseused
to computethe standardizedneasureof the actuarialaccrualliability.
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