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MANAGEMENT’S DISCUSSION AND ANALYSIS



Management’s Discussion and Analysis

As management of the City of Saugatuck, we offer readers of the City of Saugatuck’s financial
statements this narrative overview and analysis of the financial activities of the City for the fiscal year
ended June 30, 2008. We encourage readers to consider the information presented here in conjunction
with additional information that is furnished in the financial statements and notes to the financial
statements.

Financial Highlights

¢ The City continued to reduce its long-term liabilities by making principal and interest payments
on the two bonds and notes outstanding at year end.

e The City was able to add $116,277 to its General Fund fund balance during the year ended
June 30, 2008. This is especially important due to the uncertainty of funding from the State .

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City of Saugatuck’s financial
statements. The City’s basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report
also contains other supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed to
provide readers with a broad overview of the City’s finances, in a manner similar to a private-sector
business.

The statement of net assets presents information on all of the City’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets
may serve as a useful indicator of whether the financial position of the City is improving or
deteriorating.

The statement of activities presents information showing how the government’s net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues
and expenses are reported in this statement for some items that will only result in cash flows in
future fiscal periods.

Both of the government-wide financial statements distinguish functions of the City of Saugatuck that
are principally supported by taxes and intergovernmental revenues (governmental activities). The
governmental activities of the City include general government administration, public works
including street maintenance, public safety and recreation and cultural activities.

The government-wide financial statements can be found on pages 8-10 of this report.



Fund financial statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The City, like other state
and local governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. All of the funds of the City can be divided into three categories: governmental funds,
proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike
the government-wide financial statements, governmental fund financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating a government’s
near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund statement
of revenues, expenditures and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

The City maintains seven individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures
and changes in fund balances for all seven funds. These seven funds are: general, major streets, local
streets, business licenses, water and sewer improvement, parks, and sewer debt service.

The City adopts an annual appropriated budget for its general and special revenue funds. Budgetary
comparison statements or schedules have been provided herein to demonstrate compliance with
those budgets.

The basic governmental fund financial statements can be found on pages 11-24 of this report.

Proprietary funds. The City maintains one type of proprietary fund. Internal service funds are an
accounting device used to accumulate and allocate costs internally among the City’s various
functions. The City uses the internal service fund to account for its fleet of vehicles. Because these
services predominantly benefit governmental rather than business-type functions, they have been
included within governmental activities in the government-wide financial statements.

The internal service fund financial statements can be found on pages 25-27 of this report.
Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the government-wide financial

statement because the resource of those funds are not available to the support the City’s own
programs.

The tax collection and payroll fund statements can be found on page 28 of this report.



Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found on pages 29-42 of this report.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of the City, assets exceeded liabilities by $8,929,051 at the close of the most recent
fiscal year.

A significant portion of the City’s net assets reflects unrestricted net assets which are available for future
operation while another portion of net assets is invested in capital assets (e.g., land, buildings, vehicles
and equipment and infrastructure), less any related debt used to acquire those assets that is still
outstanding. The City uses these capital assets to provide services to citizens; consequently, these assets
are not available for future spending. Although the City investment in its capital assets is reported net of
related debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

City of Saugatuck’s Net Assets

2008 2007
Current and other assets $ 2,717,095 $ 2,474,199
Capital assets, net 7,070,819 7,090,106
Total assets 9,787,914 9,564,305
Long-term liabilities outstanding 665,853 794,008
Other liabilities 193,010 165,076
Total liabilities 858,863 959,084
Net assets:
Invested in capital assets,
net of related debt 6,421,583 6,307,558
Restricted 1,558,782 1,461,605
Unrestricted 948,686 836,058
Total net assets $ 8,929,051 $ 8,605,221

Net assets of the City increased by $281,559 primarily due to a large increase in net assets from the
general fund and the local streets fund.





























































































































