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INDEPENDENT AUDITOR’S REPORT    Board of Directors of the  City of Kalamazoo Downtown Economic Growth Authority Kalamazoo, Michigan   
Report on the Audit of the Financial Statements 
 
Opinions 
 We have audited the accompanying financial statements of the governmental activities and the major fund of the City of Kalamazoo Downtown Economic Growth Authority (the Authority), a component unit of the City of Kalamazoo, Michigan, as of and for the year ended December 31, 2023, and the related notes to the financial statements, which collectively comprise the Authority’s basic financial statements as listed in the table of contents.  In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the governmental activities and the major fund of the Authority, as of December 31, 2023, and the respective changes in financial position thereof for the year then ended in accordance with accounting principles generally accepted in the United States of America.  
Basis for Opinions 
 We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.  Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report.  We are required to be independent of the Authority and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit.  We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.  
Responsibilities of Management for the Financial Statements 
 Management is responsible for the preparation and fair presentation of the financial statements in accordance with accounting principles generally accepted in the United States of America, and for the design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error.  In preparing the financial statements, management is required to evaluate whether there are conditions or events, considered in the aggregate, that raise substantial doubt about the Authority’s ability to continue as a going concern for twelve months beyond the financial statement date, including any currently known information that may raise substantial doubt shortly thereafter.  
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Auditor’s Responsibilities for the Audit of the Financial Statements 
 Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinions.  Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing standards and Government 
Auditing Standards will always detect a material misstatement when it exists.  The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.  Misstatements are considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a reasonable user based on the financial statements.  In performing an audit in accordance with generally accepted auditing standards and Government Auditing 
Standards, we:  
 Exercise professional judgment and maintain professional skepticism throughout the audit.  
 Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, and design and perform audit procedures responsive to those risks.  Such procedures include examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.  
 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s internal control.  Accordingly, no such opinion is expressed.  
 Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, as well as evaluate the overall presentation of the financial statements.  
 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial doubt about the Authority’s ability to continue as a going concern for a reasonable period of time.  We are required to communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that we identified during the audit.  

Required Supplementary Information 
 Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis and budgetary comparison information, as identified in the table of contents, be presented to supplement the basic financial statements.  Such information is the responsibility of management and, although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or historical context.  We have applied certain limited procedures to the required supplementary information in accordance with auditing standards generally accepted in the United States of America, which consisted of inquiries of management about the methods of preparing the information and comparing the information for consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial statements.  We do not express an opinion or provide any assurance on the information because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.  
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Emphasis of Matter 
 As discussed in Note 1, the financial statements present only the City of Kalamazoo Downtown Economic Growth Authority and do not purport to, and do not present fairly the financial position of the City of Kalamazoo, Michigan, as of December 31, 2023, and the changes in its financial position for the year then ended, in conformity with accounting principles generally accepted in the United States of America.  Our opinions are not modified with respect to this matter.  
Other Reporting Required by Government Auditing Standards  In accordance with Government Auditing Standards, we have also issued our report dated June 25, 2024 on our consideration of the Authority’s internal control over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.  The purpose of that report is solely to describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting or on compliance.  That report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the Authority’s internal control over financial reporting and compliance.      June 25, 2024  

tshawnee
Maner Costerisan
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This discussion and analysis of financial performance provides an overview and analysis of the City of Kalamazoo Downtown Economic Growth Authority’s (the Authority) financial activities for the year ended December 31, 2023.  Please read this document in conjunction with the Authority’s financial statements.  
Financial Highlights 
 As discussed in further detail in this discussion and analysis, the following represents the most significant financial highlights for the year ended December 31, 2023:  

A. Governmental Activities 
 Liabilities of the Authority exceeded its assets at the close of 2023 by $280,237. 
 The Authority’s total net position increased by $169,985 as a result of current year activity.  

B. Governmental Fund 
 Assets of the Authority exceed its liabilities at the close of 2023 by $100,728. 
 The Authority’s total fund balance decreased by $175,299 as a result of current year activity.  

Using this Annual Report 
 This annual report consists of several financial statements.  The statement of net position and the statement of activities provide information about the activities of the Authority as a whole and present a longer-term view of the Authority’s finances.  This longer-term view uses the accrual basis of accounting so that it can measure the cost of providing services during the current year, and whether the taxpayers have funded the full cost of providing government services.  The fund financial statements present a short-term view which reveals how resources were spent during the year and what resources are available for future spending.  Fund financial statements also report the operations of the Authority in more detail than the government-wide financial statements by providing information about the Authority’s most significant fund.  
The Authority as a Whole 
 The following table shows, in condensed format, a comparison of net position of the Authority as of December 31, 2022, and December 31, 2023.  The Authority only reports governmental activities.  2022 2023ASSETSCurrent assets 799,259$          802,289$          LIABILITIESCurrent liabilities 249,481            382,526            Noncurrent liabilities 1,000,000         700,000            Total liabilities 1,249,481         1,082,526         NET POSITION (DEFICIT)Unrestricted (450,222)$        (280,237)$         
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 The following table shows the changes in net position during the previous and current year.    2022 2023REVENUEProgram revenueCharges for services 43,225$            8,500$               Operating grants and contributions 142,500            202,000            General revenueTaxes 280,776            626,200            Interest 66                       105                     Miscellaneous -                           345                     TOTAL REVENUE 466,567            837,150            PROGRAM EXPENSESPublic works 211,866            347,708            Community and economic development 235,468            299,457            Interest on long-term debt 20,000               20,000               TOTAL EXPENSES 467,334            667,165            Change in Net Position (767)$                 169,985$           
Governmental Activities 
 The Authority’s governmental revenues totaled $837,150 with the largest revenue source being property taxes.  Property taxes make up approximately 75% of the total governmental revenue.  Tax revenue growth is attributable to increased capture district values.  The Authority incurred expenses of $667,165 during the fiscal year, with expenses related to public works and community and economic development functions.  Public works represents approximately 52% of the annual expenses for the maintenance of downtown and community and economic development represent approximately 45% of annual expenses for community promotion and events.  Expenses increased $199,831, or approximately 43% due to intentional efforts to adjust the budget to long term assumptions of the value of captured taxes.  
Fund Financial Statements 
 The General Fund is the chief operating fund of the Authority.  During the year, the fund balance decreased $175,299 to $100,728, which represents 15% of annual expenditures.  Total revenues decreased by $104,980, or approximately 18%, from the prior year, primarily due to decreases in available property tax revenues.  Due to timing of captured property tax distributions to the Authority, the Authority had $626,200 of taxes receivable and unavailable revenues at December 31, 2023.  Total expenditures increased by $199,831, or approximately 43% over the prior year, primarily due to the intentional efforts to adjust the budget to long term assumptions of the value of captured taxes.  Additional expenditures included a 64% increase in public works for the maintenance of downtown and 98% increase in community development promotions and programs.  The reduction in special events is primary due to sponsoring events in 2023 rather than direct operation of the events.   
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Budgetary Highlights 
 During the year, the Authority made necessary budget amendments to fund unanticipated expenditures.  Total budgeted revenues and budgeted expenditures were not changed.  Actual revenues came in $305,336 under the budgeted revenues, primarily due to reduced grants and event contributions.  Actual expenditures came in $130,035 under the budget appropriations due to reductions in expenditures for downtown events.  
Long-Term Debt  At December 31, 2023, the Authority had $1,000,000 in long-term obligations outstanding.  This is comprised of two notes payable to the City of Kalamazoo.  The Authority was not required to make any principal payment on these notes payable in the current year.  The current year debt service interest payment was not made as the City of Kalamazoo and the Authority are currently in the process of negotiations regarding the amounts owed and repayment terms due to changes in the Authority’s projected TIF captures.  Amounts that have become due on this note and remain unpaid as of the end of the fiscal year are reported as due to other governmental units in the General Fund balance sheet.  The amount is still owed, but currently the City of Kalamazoo is not enforcing payments.  A more detailed discussion of the Authority’s long-term obligations is presented in Note 3 to the financial statements.   
 Economic Factors and Next Year’s Budgets and Rates 
 The taxable values within the District are continuing to rise, resulting in higher captured values.  The Authority anticipates this trend to continue, leading to an increased base captured value in 2024.  Additionally, other one-time factors, such as Brownfield projects, will continue to provide temporary revenue boosts.  These projects are typically captured by the Downtown Economic Growth Authority (DEGA) during their construction phases.  Looking ahead, the Authority expects significant revenue increases from the future construction of a downtown event center.  
Contacting the Authority 
 This financial report is intended to provide citizens, taxpayers, customers, and investors with the general overview of the Authority’s finances and demonstrate the Authority’s accountability for the money it receives.  If you have any questions about this report or need any additional information, we welcome you to contact the City of Kalamazoo Downtown Economic Growth Authority, 241 W South Street., Kalamazoo, MI  49007.  
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GovernmentalActivitiesASSETSCurrent assetsCash 156,685$          Receivables 629,435            Due from other governmental units 16,169               TOTAL ASSETS 802,289            LIABILITIESCurrent liabilitiesAccounts payable 29,071               Due to other governmental units 43,455               Accrued interest payable 10,000               Current portion of notes payable 300,000            Total current liabilities 382,526            Noncurrent liabilitiesNoncurrent portion of notes payable 700,000            TOTAL LIABILITIES 1,082,526         NET POSITION (DEFICIT)Unrestricted (280,237)$          
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Functions/Programs Expenses Charges for Services Operating Grants and ContributionsGovernmental activitiesPublic works 347,708$       -$                      -$                      (347,708)$     Community and economic development 299,457          8,500               202,000          (88,957)          Interest on long-term debt 20,000            -                         -                         (20,000)          Total governmental activities 667,165$       8,500$            202,000$       (456,665)        General revenuesProperty taxes 626,200          Interest 105                  Miscellaneous 345                  TOTAL GENERAL REVENUES 626,650          CHANGE IN NET POSITION 169,985          Net position (deficit), beginning of the year (450,222)        Net position (deficit), end of the year (280,237)$     

Program Revenue Net (Expense) Revenue and Changes in Net Position
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ASSETSCash 156,685$          ReceivablesAccounts 3,235                 Taxes 626,200            Due from other governmental units 16,169               TOTAL ASSETS 802,289$          LIABILITIESAccounts payable 29,071$            Due to other governmental units 43,455               TOTAL LIABILITIES 72,526               DEFERRED INFLOWS OF RESOURCESUnavailable revenue 629,035            FUND BALANCEUnassigned 100,728            TOTAL LIABILITIES, DEFERRED INFLOWSOF RESOURCES, AND FUND BALANCE 802,289$          
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Total fund balance - governmental fund 100,728$          

Unavailable revenue 629,035

Notes payable (1,000,000)$   Accrued interest payable (10,000)           (1,010,000)       
Net position (deficit) of governmental activities (280,237)$        

Long-term receivables are not available to pay for current period expenditures andare therefore unavailable in the fund.
Long-term liabilities, are not due and payable in the current period and therefore arenot reported in the Governmental Fund Balance Sheet. Long-term liabilities at yearend consist of:

Amounts reported for the governmental activities in the statement of net position aredifferent because:

  



CITY OF KALAMAZOO 
DOWNTOWN ECONOMIC GROWTH AUTHORITY 

GOVERNMENTAL FUND 
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE 

YEAR ENDED DECEMBER 31, 2023 
 
  

See accompanying notes to financial statements. 12 

REVENUESProperty taxes 280,776$          Intergovernmental 202,000            Charges for services 8,640                 Interest 105                     Other 345                     TOTAL REVENUES 491,866            EXPENDITURESCurrentPublic works 347,708            Community and economic development 299,457            Debt service 20,000               TOTAL EXPENDITURES 667,165            EXCESS OF REVENUES (UNDER) EXPENDITURES (175,299)          Fund balance, beginning of year 276,027            Fund balance, end of year 100,728$            
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Net change in fund balance - governmental fund (175,299)$        

Increase in unavailable revenue 345,284            
Change in net position of governmental activities 169,985$          

Revenues in the statement of activities that do not provide current financialresources are not reported as revenues in the funds. In the current period theseamounts consist of:
Amounts reported for governmental activities in the statement of activities are differentbecause:
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NOTE 1 - DESCRIPTION OF AUTHORITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 The City of Kalamazoo (the City) established the Downtown Economic Growth Authority (the Authority) in October 2018, with operations beginning January 1, 2019.  Its purpose is to stimulate public and private investment in downtown Kalamazoo and act as the catalyst for joint public and private action to bring about economic growth and physical development in the downtown area.  The governing body of the Authority is a Board of Directors consisting of the mayor of the City and eight other members.  The financial statements of the Authority have been prepared in accordance with accounting principles generally accepted in the United States of America (GAAP) as applied to governments.  The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting principles.  The Authority’s more significant accounting policies are described below.  Reporting Entity  As required by accounting principles generally accepted in the United States of America, these financial statements are exclusive presentations of the financial condition and results of operations of the City of Kalamazoo Downtown Economic Growth Authority.  The Authority is considered a component unit of the City of Kalamazoo, Michigan, and is discretely presented in the City of Kalamazoo’s (the primary government) financial statements.  A copy of the City’s audited financial statements may be obtained at the Kalamazoo City Hall.  Basis of Presentation  GOVERNMENT-WIDE FINANCIAL STATEMENTS  The statement of net position and the statement of activities (the government-wide financial statements) report information for the government as a whole.  The statement of activities presents the direct functional expenses of the Authority and the program revenues that support them.  Direct expenses are specifically associated with a service, program, or department and are therefore clearly identifiable to a particular function.  Program revenues are associated with specific functions and include charges to recipients of goods or services and grants and contributions that are restricted to meeting the operational or capital requirements of that function.  Revenues that are not required to be presented as program revenues are general revenues.  This includes interest and property taxes and shows how governmental functions are either self-financing or supported by general revenues. 
 FUND FINANCIAL STATEMENTS  The Authority uses a single fund to maintain its financial records during the year.  A fund is defined as a fiscal and accounting entity with a self-balancing set of accounts.  The governmental fund financial statements present the Authority’s individual major fund.  The major fund of the Authority is the General Fund.  The General Fund is used to account for all financial resources of the Authority which are restricted to expenditures for downtown economic growth purposes.   
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NOTE 1 - DESCRIPTION OF AUTHORITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continued)  Measurement Focus  The government-wide financial statements are presented using the economic resources measurement focus, similar to that used by business enterprises or not-for-profit organizations.  Because another measurement focus is used in the governmental fund financial statements, reconciliations to the government-wide financial statements are provided that explain the differences in detail.  All governmental funds are presented using the current financial resources measurement focus.  With this measurement focus, only current assets, deferred outflows of resources, current liabilities, and deferred inflows of resources generally are included on the balance sheet.  Operating statements of these funds present increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and other financing uses) in fund balance.  Basis of Accounting  Basis of accounting refers to the timing under which transactions are recognized for financial reporting purposes.  The government-wide financial statements are prepared using the accrual basis of accounting.  Under the accrual basis of accounting, revenue is recorded in the period in which it is earned, and expenses are recorded when incurred, regardless of the timing of related cash flows.  Revenues for grants and contributions are recognized when all eligibility requirements imposed by the provider have been met.  Unearned revenue is recorded when resources are received by the Authority before it has legal claim to them, such as when program fees are received.  Governmental funds are accounted for using the modified accrual basis of accounting.  Under this method, revenues are recognized when susceptible to accrual (i.e., when they become both measurable and available).  “Measurable” means the amount of the transaction can be determined and “available” means collectible within the current period or soon enough thereafter to be used to pay liabilities of the current period.  For this purpose, the Authority considers revenues to be available if they are collected within 60 days of the end of the current period.  Revenues susceptible to accrual include state and federal grants and interest revenue.  Other revenues are not susceptible to accrual because generally they are not measurable until received in cash.  Expenditures are recorded when the related fund liability is incurred, except for principal and interest on general long-term debt which are recorded when due.  If/when both restricted and unrestricted resources are available for use, it is the Authority’s practice to use restricted resources first, then unrestricted resources as they are needed.  Budgets and Budgetary Accounting  The budget shown in the financial statements was prepared on a basis not significantly different than the basis used to reflect actual results.  This basis is consistent with accounting principles generally accepted in the United States of America.    
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NOTE 1 - DESCRIPTION OF AUTHORITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continued) 

 Budgets and Budgetary Accounting (continued)  The Authority follows these procedures in establishing the budgetary data reflected in the financial statements:  a. Prior to January 1, the budget is legally adopted at the total expenditure level through passage of a Board resolution.  After the budget is adopted any revisions that alter the total expenditures of the fund must be approved by the Board before the end of the fiscal year.  b. Formal budgetary integration is employed as a management control device during the year.  c. The Board does not employ encumbrance accounting as an extension of formal budgetary integration.  Appropriations unused at December 31 are not carried forward to the following fiscal year.  d. Budgeted amounts are reported as originally adopted or amended by the Board during the year.  Individual amendments were appropriately approved by the Board as required.  Cash  Cash consists of the Authority’s demand deposits.  In accordance with Michigan Compiled Laws, the Authority is authorized to invest in the following investment vehicles:  a. Bonds, securities, and other obligations of the United States or any agency or instrumentality of the United States.  b. Certificates of deposit, savings accounts, deposit accounts, or depository receipts of a State or nationally chartered bank or a State or Federally chartered savings and loan association, savings bank, or credit union whose deposits are insured by an agency of the United States government and which maintains a principal office or branch office located in this State under the laws of the State or the United States, but only if the bank, savings and loan association, savings bank, or credit union is eligible to be a depository of surplus funds belonging to the State under Section 5 or 6 of Act No. 105 of the Public Acts of 1855, as amended, being Section 21.145 and 21.146 of the Michigan Compiled Laws.  c. Commercial paper rated at the time of purchase within the three highest classifications established by not less than two standard rating services, and which matures not more than 270 days after the date of purchase.  d. The United States government or federal agency obligations repurchase agreements.  e. Bankers acceptances of United States banks.  f. Mutual funds composed of investment vehicles which are legal for direct investment by local units of government in Michigan.   
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NOTE 1 - DESCRIPTION OF AUTHORITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continued)  Receivables  Receivables consist of amounts due from other governmental units for various programs and accounts receivable for charges for services to other organizations.  Deferred Outflows/Inflows of Resources  In addition to assets, the statement of net position will sometimes report a separate section for deferred outflows of resources.  This separate financial statement element, deferred outflows of resources, represents a consumption of net position that applies to a future period and will not be recognized as an outflow of resources (expense) until then.  In addition to liabilities, the balance sheet and statement of net position will sometimes report a separate section for deferred inflows of resources.  This separate financial statement element, deferred inflows of 

resources, represents an acquisition of net position/fund balance that applies to a future period and so will not be recognized as an inflow of resources (revenue) until that time.  The Authority reports deferred inflows of resources on the balance sheet in connection with unavailable revenues for property taxes and miscellaneous receipts that are not considered available to liquidate liabilities of the current period.  The amount is deferred and recognized as an inflow of resources in the period the amounts become available.  Long-term Liabilities  Long-term debt and other long-term obligations are recognized as a liability in the government-wide financial statement when incurred.  The portion of those liabilities expected to be paid within the next year is a current liability with the remaining amounts shown as noncurrent.  Long-term debt is recognized as a liability of a governmental fund when due.  For other long-term obligations, only that portion expected to be financed from expendable available financial resources is reported as a fund liability of a governmental fund. 
 Fund Balance Classifications  Fund balance classifications comprise a hierarchy based primarily on the extent to which a government is bound to observe constraints imposed upon the use of the resources reported in governmental funds.  The following are the five fund balance classifications:  

Nonspendable - assets that are not available in a spendable form such as inventory, prepaid expenditures, and long-term receivables not expected to be converted to cash in the near term.  It also includes funds that are legally or contractually required to be maintained intact such as the corpus of a permanent fund or foundation.  
Restricted - amounts that are required by external parties to be used for a specific purpose.  Constraints are externally imposed by creditors, grantors, contributors or laws, regulations or enabling legislation.  
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NOTE 1 - DESCRIPTION OF AUTHORITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continued)  Fund Balance Classifications (continued)  

Committed - amounts constrained on use imposed by formal action of the government’s highest level of decision-making authority (i.e., Board, Council, etc.).  
Assigned - amounts intended to be used for specific purposes.  This is determined by the governing body, the budget or finance committee or a delegated municipality official.  
Unassigned - all other resources; the remaining fund balance after nonspendable, restrictions, commitments, and assignments.  This class only occurs in the General Fund, except for cases of negative fund balances.  Negative fund balances are always reported as unassigned, no matter which fund the deficit occurs in.  Fund Balance Classification Policies and Procedures  For committed fund balance, the Authority’s highest level of decision-making authority is the Authority Board of Directors.  The formal action that is required to be taken to establish, modify, or rescind a fund balance commitment is a resolution by the Authority Board of Directors.   For assigned fund balance, the Authority Board of Directors is authorized to assign amounts to a specific purpose.  The authorization policy is a full vote and approval by the Authority Board of Directors.  For the classification of fund balance amounts, the Authority’s policy is to spend restricted amounts first, then unrestricted amounts when both restricted and unrestricted amounts are available.  Similarly, the Authority’s policy is to spend committed amounts first, then assigned amounts, and finally unassigned amounts when any of those unrestricted fund balance classifications could be used.  Property Taxes  The Authority was formed under the State of Michigan Corridor Authority Act (Public Act 280 of 2005) which allows the Authority to capture tax revenues within its district boundaries within the City of Kalamazoo on property values above the district’s initial formation value.  The City acts as a collecting agent for the Authority.  The underlying property taxes are levied on July 1 and December 1 (lien dates) on the taxable value of property as of the preceding December 31.  Unpaid property taxes as of March 1 assessed on real property is purchased by the County of Kalamazoo’s Delinquent Tax Revolving Fund.  Unpaid property taxes as of March 1 assessed on personal property continues to be collected by the City.  Use of Estimates  The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenditures/expenses during the reporting period.  Actual results could differ from those estimates.     



CITY OF KALAMAZOO 
DOWNTOWN ECONOMIC GROWTH AUTHORITY 

NOTES TO FINANCIAL STATEMENTS 
 
  

19 

NOTE 2 - DEPOSITS 
 As of December 31, 2023, the Authority had deposits subject to the following risk.  Custodial Credit Risk - Deposits  In the case of deposits, this is the risk that in the event of a bank failure, the Authority’s deposits may not be returned to it.  The cash balances reported in the basic financial statement include $156,685 in cash that is on deposit with the City of Kalamazoo.  The cash on deposit with the City of Kalamazoo is part of the pooled cash and investments.  As a result, the insured and uninsured amounts related to these amounts cannot be determined.  Credit Risk  State law limits investments in certain types of investments to a prime or better rating issued by nationally recognized statistical rating organizations (NRSRO’s).  Obligations of the U.S. government or obligations explicitly guaranteed by the U.S. government are not considered to have credit risk and do not require disclosure of credit quality.  As of December 31, 2023, the Authority did not have any investments that would be subject to rating.  Interest Rate Risk  The Authority will minimize interest rate risk, which is the risk that the market value of securities in the portfolio will fall due to changes in market interest rates, by designating its investment portfolio with the objective of obtaining a rate of return through the economic cycles considering risk constraints and cash flow characteristics.  Concentration of Credit Risk  The Authority will minimize concentration of credit risk, which is the risk of loss attributed to the magnitude of the Authority’s investment in a single issuer, by security type and institution.  Foreign Currency Risk  The Authority is not authorized to invest in investments which have this type of risk. 
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NOTE 3 - LONG-TERM OBLIGATIONS  The following is a summary of changes in long-term obligations (including current portion) of the Authority for the year ended December 31, 2023:  AmountBalance Balance Due WithinJan. 1,  2023 Additions Deletions Dec. 31,  2023 One YearGovernmental activitiesDirect borrowing/placementsNote payable 300,000$       -$                      -$                      300,000$       300,000$       Note payable 700,000          -                         -                         700,000          -                         TOTAL 1,000,000$    -$                      -$                      1,000,000$    300,000$        Significant details regarding outstanding long-term debt (including current portion) are presented below:  $300,000 Note payable to the City of Kalamazoo, for the purpose of financingoperations, dated November 2019, due in a lump sum July 2024, with interestof 2.00%, payable annually. 300,000$          $700,000 Note payable to the City of Kalamazoo, for the purpose of financingoperations, dated April 2020, due in annual installments of $0 to $145,599through July 2029, with interest of 2.00%, payable annually. 700,000            1,000,000$       The Authority’s outstanding note payable from direct borrowings of $1,000,000 is secured by tax increment revenues.  In the event of default, the outstanding amounts may become immediately due.  The annual requirements to pay the debt principal and interest outstanding for the notes payable is as follows:  Year EndingDecember 31, Principal Interest2024 300,000$          20,000$            2025 134,511            14,000               2026 137,201            11,310               2027 139,945            8,566                 2028 142,744            5,767                 2029 145,599            2,912                 1,000,000$      62,555$            

Notes PayableDirect Borrowing/Placements
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NOTE 4 - RISK MANAGEMENT  The Authority, as a component unit of the City of Kalamazoo, is protected from losses as described in the note captioned “Risk Management” within the City’s annual financial report.   
NOTE 5 - CHANGE IN ACCOUNTING PRINCIPLE  For the year ended December 31, 2023, the Authority implemented the following new pronouncement: GASB Statement No. 96, Subscription-based Information Technology Arrangements.  
Summary:  Governmental Accounting Standards Board (GASB) Statement No. 96, Subscription-based Information 
Technology Arrangements, was issued in May 2020.  This Statement provides guidance on the accounting and financial reporting for subscription-based information technology arrangements (SBITAs) for government end users (governments).  This Statement (1) defines a SBITA; (2) establishes that a SBITA results in a right-to-use subscription asset - an intangible asset - and a corresponding subscription liability; (3) provides the capitalization criteria for outlays other than subscription payments, including implementation costs of a SBITA; and (4) requires note disclosures regarding a SBITA.  To the extent relevant, the standards for SBITAs are based on the standards established in Statement No. 87, Leases, as amended.  There was no material impact on the Authority’s financial statements after the adoption of GASB Statement No. 96.   
NOTE 6 - UPCOMING ACCOUNTING PRONOUNCEMENTS  In June 2022, the GASB issued Statement No. 100, Accounting Changes and Error Corrections - an amendment of 
GASB Statement No. 62.  This Statement prescribes the accounting and financial reporting for (1) each type of accounting change and (2) error corrections.  This Statement requires that (a) changes in accounting principles and error corrections be reported retroactively by restating prior period, (b) changes to or within the financial reporting entity be reported by adjusting beginning balances of the current period, and (c) changes in accounting estimates be reported prospectively by recognizing the change in the current period.  The Authority is currently evaluating the impact this standard will have on the financial statements when adopted during the 2024 fiscal year.  In December 2023, the GASB issued Statement No. 102, Certain Risk Disclosures.  This Statement requires a government to assess whether a concentration or constraint makes the government vulnerable to the risk of a substantial impact.  Additionally, this Statement requires a government to assess whether an event or events associated with a concentration or constraint that could cause the substantial impact have occurred, have begun to occur, or are more likely than not to begin to occur within 12 months of the date the financial statements are issued.  If a government determines that those criteria for disclosure have been met for a concentration or constraint, it should disclose information in notes to financial statements in sufficient detail to enable users of financial statements to understand the nature of circumstances disclosed and the government’s vulnerability to the risk of substantial impact.  The Authority is currently evaluating the impact this standard will have on the financial statements when adopted during the 2025 fiscal year.   
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NOTE 6 - UPCOMING ACCOUNTING PRONOUNCEMENTS (continued)  In April 2024, the GASB issued Statement No. 103, Financial Reporting Model Improvements.  This Statement establishes new accounting and financial reporting requirements - or modifies existing requirements - related to the following:  a. Management’s discussion and analysis (MD&A); i. Requires that the information presented in MD&A be limited to the related topics discussed in five specific sections: 1) Overview of the Financial Statements, 2) Financial Summary, 3) Detailed Analyses, 4) Significant Capital Asset and Long-Term Financing Activity, 5) Currently Known Facts, Decisions, or Conditions; ii. Stresses detailed analyses should explain why balances and results of operations changed rather than simply presenting the amounts or percentages by which they changed; iii. Removes the requirement for discussion of significant variations between original and final budget amounts and between final budget amounts and actual results; b. Unusual or infrequent items; c. Presentation of the proprietary fund statement of revenues, expenses, and changes in fund net position; i. Requires that the proprietary fund statement of revenues, expenses, and changes in fund net position continue to distinguish between operating and nonoperating revenues and expenses and clarifies the definition of operating and nonoperating revenues and expenses; ii. Requires that a subtotal for operating income (loss) and noncapital subsidies be presented before reporting other nonoperating revenues and expenses and defines subsidies; d. Information about major component units in basic financial statements should be presented separately in the statement of net position and statement of activities unless it reduces the readability of the statements in which case combining statements of should be presented after the fund financial statements; e. Budgetary comparison information should include variances between original and final budget amounts and variances between final budget and actual amounts with explanations of significant variances required to be presented in the notes to RSI.  The Authority is currently evaluating the impact this standard will have on the financial statements when adopted during the 2026 fiscal year.  
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Variance withFinal BudgetOriginal Final PositiveBudget Budget Actual (Negative)REVENUESProperty taxes 292,702$       292,702$       280,776$       (11,926)$        Intergovernmental 80,000            250,000          202,000          (48,000)          Charges for services -                         -                         8,640               8,640               Interest -                         -                         105                  105                  Other 424,500          254,500          345                  (254,155)        TOTAL REVENUES 797,202          797,202          491,866          (305,336)        EXPENDITURESCurrentPublic worksDowntown maintenance -                         365,413          347,708          17,705            Community and economic developmentDowntown development 797,200          194,087          175,708          18,379            Downtown events -                         237,700          123,749          113,951          Debt service -                         -                         20,000            (20,000)          TOTAL EXPENDITURES 797,200          797,200          667,165          130,035          EXCESS OF REVENUES OVER(UNDER) EXPENDITURES 2                       2                       (175,299)        (175,301)        Fund balance, beginning of year 276,027          276,027          276,027 -                         Fund balance, end of year 276,029$       276,029$       100,728$       (175,301)$     
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND 

ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS    Board of Directors of the  City of Kalamazoo Downtown Economic Growth Authority Kalamazoo, Michigan   We have audited, in accordance with the auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of the United States, the financial statements of the governmental activities and the major fund of the City of Kalamazoo Downtown Economic Growth Authority (the Authority), as of and for the year ended December 31, 2023, and the related notes to the financial statements, which collectively comprise the Authority’s basic financial statements and have issued our report thereon dated June 25, 2024.  

Report on Internal Control Over Financial Reporting  In planning and performing our audit of the financial statements, we considered the Authority’s internal control over financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s internal control.  Accordingly, we do not express an opinion on the effectiveness of the Authority’s internal control.  A deficiency in internal control exists when the design or operation of a control does not allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely basis.  A material weakness is a deficiency, or a combination of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented or detected and corrected on a timely basis.  A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to merit attention by those charged with governance.  Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was not designed to identify all deficiencies in internal control that might be material weaknesses or, significant deficiencies.  Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be material weaknesses.  However, material weaknesses or significant deficiencies may exist that were not identified.  
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Report on Compliance and Other Matters  As part of obtaining reasonable assurance about whether the Authority’s financial statements are free from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material effect on the financial statements.  However, providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.  The results of our tests disclosed no instances of noncompliance or other matters that are required to be reported under Government Auditing Standards.  
Purpose of this Report  The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance.  This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance.  Accordingly, this communication is not suitable for any other purpose.      June 25, 2024 

tshawnee
Maner Costerisan


