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NOTICE AND AGENDA
FOR
KALAMAZOO COUNTY BOARD OF COMMISSIONERS’
COMMITTEE OF THE WHOLE MEETING
- JULY 2, 2013

PLEASE BE ADVISED that the Kalamazoo County Board of Comm|35|oners has scheduled a
- Committee of the Whole meeting on Tilesday, July 2 0 :

Projected Time For Presentation & Discussion

1. Review of Transfers and Disbursements (Item M.) — Tracie Moored 4:00 - 4:05 p.m.

2. County Audit Wrap Up - BDO 4:05-4:45 p.m.

3. Discussion of Amendment #1 to Inmate Telecommunication 4:45 - 5:00 p.m.
Location Agreement with Telmate, LLC (ltem K.) — Sheriff Fuller/Thom Canny

4. Pension Plan Review — Tracie Moored 5:00 - 5:30 p.m.

9. Kalamazoo County Road Commission Annual Report 5:30 - 6:00 p.m.

Joanna Johnson
6. Any other items
7.  Executive Session
8. Adjournment — no later than 6 p.m.

The meeting will be held in the County Administration Building, 201 West Kalamazoo Avenue,
Kalamazoo, Michigan, in Room 207A. Questions regarding the meeting may be addressed to the
Kalamazoo County Board of Commissioners, 201 West Kalamazoo Avenue, Kalamazoo, M|
49007, or by telephoning (269) 384-8111.

Dina Sutton

Dina Sutton
Office Manager for Administrative Services

JUNE 26, 2013
MEETINGS OF THE KALAMAZOO COUNTY BOARD OF COMMISSIONERS ARE OPEN TO ALL WITHOUT
REGARD TO RACE, SEX, COLOR, AGE, NATIONAL ORIGIN, RELIGION, HEIGHT, WEIGHT, MARITAL STATUS,
POLITICAL AFFILIATION, SEXUAL ORIENTATION, GENDER IDENTITY OR DISABILITY. KALAMAZOO COUNTY
WILL PROVIDE NECESSARY REASONABLE AUXILIARY AIDS AND SERVICES, SUCH AS SIGNERS FOR THE
HEARING [MPAIRED AND AUDIO TAPES OF PRINTED MATERIALS BEING CONSIDERED AT THE
MEETING/HEARING, TO INDIVIDUALS WITH DISABILITIES AT THE MEETING/HEARING UPON FOUR {4)
BUSINESS DAYS’ NOTICE TO THE COUNTY. INDIVIDUALS WITH DISABILITIES REQUIRING AUXILIARY AIDS
OR SERVICES SHOULD CONTACT THE COUNTY BY WRITING OR CALLING:

Dina Sutton

Office Manager for Administrative Services

KALAMAZCOO COUNTY GOVERNMENT

201 West Kalamazoo Avenue

Kalamazoo, Michigan 49007

TELEPHONE: (269)384-8111

TDD PHONE: (269)383-6464



COUNTY OF KALAMAZGO

RECOMMENDED TRANSFERS AND DISBURSEMENTS

JULY 2, 2013

Department/Account

Sheriff:
Inmate Supplies 101-302-762.00
Non Capital Equipment 101-302-965.00

Furniture, Fixtures & Equipment for the Jail Addition

Page 2

Decrease

12,000

Increase

12,000



COUNTY OF KALAMAZOO
RECOMMENDED TRANSFERS AND DISBURSEMENTS

JULY 2, 2013

DISBURSEMENTS
Claims 2,226,226.45
TOTAL CURRENT CLAIMS 2,226,226.45

RELFASE OF FUNDS

Page 1
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2.

County of Kalamazoo, Michigan

The follewing communication was prepared as part of our audit, has consequential Uimitations, and is intended solely for the
fnformation ard use of those charged with governance {=.¢., Board of Directors and Audit Commitiee) and, if appropriate,
management of the Company and is not intended and should not be used by anyene other than these specified parties,

. BOO USA, LLP. a Delaware limited Lisbility partnership, is the 1.5, member of BRO Infernatianal Limited, a UK
L company limited by guarantee. and forms part of the Internationat BDO network of independent member firms.

BDG is the brand name for the BDO network and for each of the BDO Member Firms,




Tel: 269-382-0170 217 East Water Street
] Fax: 269-345-1666 Suite 300
ol e wiw . bdo.com Kalamazoo, Michigan 49007

June 19, 2013

Those Charged with Governance
County of Kalamazoo, Michigan
201 West Michigan Avenue
Kalamazoo, Michigan 49007

Professional standards require us to communicate with you regarding matters related to the
audit, that are, in our professicnal judgment, significant and relevant to your respensibilities in
overseeing the financial reporting process. On November 27, 2012 we presented an overview of
our plan for the audit of the financial statements of the County of Kalamazoo, Michigan (the
County) as of and for the year ended December 31, 2012, including a summary of our overall
objectives for the audit, and the nature, scope, and timing of the planned audit work.

This communication is intended to elaborate on the recommendations from our audit, including
our views on the qualitative aspects of the County’s accounting practices and policies,
management’s judgments and estimates, financial statement disclosures, and other required
matters.

We are pleased to be of service to the County and discuss our recommendations as well as other
matters that may be of interest to you, and to answer any questions you might have.

Respectfully,

BDO USA, LLP

80O UsA, LLP, a Delaware limited liability partnership, is the U.5. member of BDO Intemational Limited, a UX company limited by guaranten, and forms part of
the internatianal BDO netwark of independent member firms.

BDO is the brand name for the BBO network and for each of the BOO Mamber Firms,
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Status of Cur Audit

We have completed our audit of the financial statements as of and for the year ended December 31,
2012, Our audit was conducted in accordance with auditing standards generally accepted in the United
States of America. This audit of the financial statements does not relieve management or those charged
with governance of their responsibilities,

« The objective of our audit was to obtain reasonable - not absolute - assurance about whether the
financial statements are free from material misstatements.

» The scope of the work performed was substantially the same as that described to you in our earlier
Audit Planning communications.

« We issued an unquatified opinion on the financial statements and released our report on June 19,
2013,

* Our responsibility for other information in documents containing the County’s audited financial
statements {e.g., M,D,&A}) does not extend beyond the financial information identified in the audit
report, and we are not required to perform procedures to corroborate such other information.
However, in accordance with professional standards, we have read the information included by the
County and considered whether such information, or the manner of its presentation, was materially
consistent with its presentation in the financial statements. Qur responsibility also includes calling
to management’s attention any information that we believe is a material misstatement of fact. We
have not identified any material inconsistencies or concluded there are any material misstatements
of facts in the other information that management has chosen not to correct.

* All records and information requested by BDO were freely available for our inspection,

+ Management’s cooperation was excellent, We received full access to all information that we
requested while performing our audit, and we acknowledge the full cooperation extended to us by
all levels of County personnel throughout the course of our work.

3
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sults of Our Audit

ACCOUNTING PRACTICES, POLICIES, AND FSTIMATES

The following summarizes the more significant required communications related to our audit concerning
the County’s accounting practices, policies, and estimates:

The County’s significant accounting practices and policies are those included in Note 1 to the financiat
statements. These accounting practices and policies are appropriate, comply with generally accepted
accounting principles and industry practice, were consistently applied, and are adequately described
within Note 1 to the financial statements.

« Asummary of recently issued accounting pronouncements is included in this booklet.

= The County adopted Governmental Accounting Standards Board Statement No. 63, Financial
Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position which
resulted in reclassifying “Net Assets” to “Net Position”,

* There were no other changes in significant accounting policies and practices during 2012.
significant estimates are those that require management’s most difficult, subjective, or complex

judgments, often as a result of the need to make estimates about the effects of matters that are
inherently uncertain. The County’s significant accounting estimates are depreciation and IBNR.

Management did not make any significant changes to the processes or significant assumptions used to
develop the significant accounting estimates in 2012.

ADJUSTMENTS OR PROPOSED ADJUSTMENTS

There were no adjustments, other than those that were clearly trivial, related to accounts and/or
disclosures that we brought to the attention of management that might not have been detected except
through the review procedures performed.

There were no proposed adjustments, other than those that were clearly trivial, related to accounts
and/or disclasures that we presented to management.

QUALITY OF THE COUNTY’S FINANCIAL REPORTING

A discussion was held regarding the quality of the County’s financial reporting, which included the
following:

* Qualitative aspects of significant accounting policies and practices

» Our conclusions regarding significant accounting estimates

« Significant unusual transactions

¢ Financial statement pressntation

* New accounting pronouncements

* Alternative accounting treatments

4
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| Over Financial Reportii

internal C

In planning and performing our audit of the financial statements, we considered the County’s internal
controt over financial reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the County’s internal control. Accordingly, we do not express an opinton
on the effectiveness of the County’s internal control,

Our consideration of internal control was for the limited purpose described above and was not designed to
identify all deficiencies in internal contral that might be significant deficiencies or material weaknesses,

We are required to communicate, in writing, to those charged with sovernance all material weaknesses
and significant deficiencies that have been identified in the County’s internal controls over financial
reporting. The definitions of control deficiency, significant deficiency and material weakness follow:

Definition

| A deficiency in.internal control exists;when the design or operation o
control does not-allow.management ot employees, in the normal course
[SONTIOLC HIaRaseme rouEnt. 6 o Sl

. cy-or combination of .deficiencies in internal con ; 5
severe than a material weakness, yet important enough to merit attention:
by those.charged with governance. . 4 0 S

internal ‘control,

on of deficiencies.in
L nisst

A deficiency or combing de
there is a reason possibility that
s financial ments will not

sected ona mélﬁbésis.' '

In conjunction with our audit of the financial statements, we noted no material weaknesses. However,
we have suggestions for improving the County’s internal controls in the attached Memorandum Regarding
Internal Control and Accounting Procedures.

3
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Other Required Communications

Following is a summary of those required items, along with specific discussion points as they pertain to
the County;:

“There Werene significant changes to'thé':pléhnea audit-strategy or-
. -significant risks initially identified and previously. commumcated to
-thoge charged: w1th governance a5 part of our Audit' Planmngj

ose o T erEWere
charged with governance o not:limited " to: E
.relevant tothe audzt regulations; risk of mate'. :
A il ~ tips or complaints regarding the County’s ﬁnancsal ;’eportmg that'we
were made aware of as a resuit Of our 1nquzry of those charoeﬂi

-of specialized skills or kn dge _engaeemen%; téam t6' perform
needed related to s1gmf’§cant o evaluate audzt {esults related to’
nsks - S ; ¥

__;Consultattons W’ith other
}accauntants e

'Dis:agrgaémgh'té\uith r_nanagéméht

'been prewousy cor_nnzumcated

Representatz
_management

)
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Independence Communication

Our engagement letter to you dated October 31, 2012 describes our responsibilities in accordance with
professional standards and certain regulatory authorities with regard to independence and the
performance of our services. This letter also stipulates the responsibilities of the County with respect te
independence as agreed to by the County. Please refer to that letter for further information.

-
AUDIT WRAP-UP - DECEMBER 31, 2012



ignificant Acc
Matters

GASE Statement No. 61, The Financial Reporting Entity: Omnibus

»  Amends GASB Statements No. 14 and 34 regarding the assessment of potential component units in
determining which should be included in the financial reporting entity.

e GASB Statement No. 14 criteria for inclusion as component unit;

- Financial accountability if primary government (PG} appoints voting majority and is {1} able to
impose its wilt or (2} there are specific henefits or burdens to primary government or the
component unit is fiscally dependent (cannot issue own debt, levy taxes, or approve own
budget).

¢ Changes to financial accountability;

- Now requires ongoing financial benefit or burden to be present in addition to fiscally
dependency.

PG entitled to or may access resources of component unit
PG is obligated to finance deficits or provide financial support
PG is obligated for component unit debt.

«  GASB Statement No. 14 criteria for blending:

- Governing body substantially the same.
- Component unit provides services almost entirely to the PG,

=  (Changes to blending criteria:
- Added provision that when governing bodies are the same and (1) financial benefit/burden exists
or {2) management cf PG has operational responsibility for CU.
- Added third criteria: When component unit has debt outstanding that will be repaid by PG.
s Major component units:
Eliminated requirement to consider each component unit’s significance relative to other CUs.
- For blended component units, apply criteria same as you would for any other fund of the
government,
® Reporting equity interest in component unit - PG must report an asset:
- If component unit is blended, asset would be eliminated.

s Mincrity interests in joint ventures that are included as component units:

- Currently reported as reserved equity.
- Will be classified as restricted net assets.

@ Disclosure requirements:
- Must disclose rationale for including each component unit.

Effective Date: Year ending December 31, 2013

8
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Significant Accounting and Reporti
rs

GASB Statement No. 65, items Previously Reparted as Assets and Liabilities

= Requires certain items to be reclassified as deferred outflows or deferred inflows:

v’ Difference between the reacquisition price and the net carrying amount resulting from

refunding debt should be reported as deferred outflaws or deferred inflows

v Debt issuance costs should be recognized as an expense {write off any balance upon

implementation)

Property taxes received before the levy period should be reported as deferred inflows

v
4 Sale of future revenues reported as deferred inflows
v

Loss resulting from sale-leaseback transactions should be reported as deferred
inflows/outflows

v Loan originaticn fees and direct loan origination costs should be recognized as revenue and
expense, but points should be deferred inflow

v If loan is held for sale, everything is reported as deferred inflows/outflows

v Can no {onger use the term “deferred revenue”

Effective date: Year ending December 31, 2013

GASB Statement No. 66, Technical Corrections 2012 - An Amendment of GASB

Stafements No. 10 and 62

¢ Amends Statement No. 10 by removing provision that limits fund-based reporting of an entity’s risk

financing activities to the general fund and internal service fund types

»  Risk financing activities can now be reported in any fund type based on the nature of the activity to

be reported

»  Amends Statement No. 62 by modifying guidance on accounting for operating lease payments that
vary from straight-line and clarifies how to apply Statement No. 13 to be consistent with Statement

No. 48

Effective date: Year ending December 31, 2013

9
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GASB Statement No. 67, Financial Reporting for Pension Plans

° Amends GASB 25 and épp[ies to plan statements
v Financial statements are basically the same as under GASB 25
¥ Required to recognize net pension liability equal to the total liability less plan net position
v Actuarial valuations required at least every two years

v Discount rate will be long-term rate to extent of plan net position and bond rate once net
position is depleted. Calculate one blended rate.

¥ Entry age normal actuarial cost method as a level percentage of pay is required
v Enhanced note disclosures
¥~ RSIto include 10 years of information as follows:

1. 5chedule of changes in pension liability and related ratios

2. Schedule of employer contributions if actuarially determined

3. Schedule of investment returns

Effective date: Year ending June 30, 2014

GASB Statement No. 68, Accounting and Financial Reporting for Pensions

. Amends GASB 27 and applies to employer reporting of pension plans that are gualified trusts
v" Required to recognize net pension liability in full accrual statements
v Liability equal to total tiability less plan net position
v Reguires more expense to be recognized immediately than in the past

v For modified accrual statements net pension Uability recognized to the extent it is
liquidated with available expendable resources

¥ Significant change for cost sharing multiple employer plans
v Applies concepts of deferred inflows and outflows
v Enhanced note disclosure and RSI schedules required by GASB 67

Effective date; Year ending June 30, 2015

10
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GASB Statement No. &%, Government Combinations and Dispusals of Government

Operations

. Applies to mergers, acquisition or transfers of operations but doesn’t apply to acquisition of another
organization that continues to exist as a separate entity or acquisition of an eguity interest in a
separate entity

. Government merger is a combination of legally separate entities where no significant consideration
is exchanged and either:

v

1. Two or more governments cease to exist as legally separate entities and are
combined to form one new government, or

2. One or more legally separate governments cease to exist and their operations are
absorbed into one or more continuing governments

If a new government is created assets, labilities, deferred inflows/outflows are measured
at the carrying values of merging entities

Continuing governments report carrying values as if combination occurred at beginning of
the continuing governments year

Adjustments might be needed and impairment should be considered

¢ Government acquisition is a combination in which one government acquires another (or the
operations of another) in exchange for significant consideration

¥

v

Acquired entity becomes part of the acquiring government

Measured at acquisition value except compensated absences, OPEB, pensions, termination
benefit obligations, landfill closure costs and derivatives must fotlow GASB standards

Acquisition value is a market-based entry price defined as one based on crderly transaction
and represents price that would be paid for acquiring similar assets as the acquisition date

Cannot recognize acquired goodwill
Consideration may be financial and nonfinancial and may exceed the net position
acquired, in which case the difference is reported as deferred outflows and amortized in

rational systematic manner

If consideration is less than net position acquired, reduce acquisition values of noncurrent
assets

Can recognize contribution in certain cases

Acquisition costs are expensed

11
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Matters

. Transfer of operations in a government combination involving the operations of a government with
no significant consideration exchanged

v Transfer of operations could be through annexation, redistricting or shared service
arrangements (for example - public safety)

v Transfer of operations to a new government, such as formation of a library district or
governments combining operations and transferring assets and liabilities to a new
government,

v Transferee government reports net fund balance received as a Special Item in staterment
of revenue, expenditures and changes in fund balance

v An example of an operation would be an entire fire department but not a single truck

v The transferred operation must continue to provide essentially the same services as prior
to transfer

. Disposals of Government Operations
v Disposing government recognizes gain or loss as a Special Item
¥ Only include costs directly associated with the disposat

o Examples are included in Appendix C

Effective date: Year ending December 31, 2014

GASB Statement No. 70, Accounting and Financial Reporting for Nonexchange Financial
Guarantees

* A nonexchange financial guarantee is a guarantee of an obligation of a legally separate entity,
including component units, which requires guarantor to indemnify a third-party holder under
“specified conditions

e Does not apply to special assessment debt

e Requires a government to recognize a liability when there are qualitative factors that make it more
likety than not (more than 30%) that the government will make a payment on the guarantee

*  “More likely than not” differs from GASB 42 and FASB 5 definition with regard to contingencies
which require liability if “prabable”

12
AUDIT WRAP-UP - DECEMBER 31, 2012



and Reporting

icant Accou
T

CQualitative factors to consider include
v Bankruptcy
¥v" Breach of debt contract {failure to meet debt covenants)
v Financial difficulty
Amount recognized is the best estimate of the present value of future outflows

If only a range is available use minimum amount of the range

Recognize expense and lability in full accrual statements but subiect to expenditure recognition
criteria in madified accrual statements

Examples are included in Appendix C

Effective date; Year ending June 30, 2014
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DO Board Reflections and Ac’se:
Programs

The BDO Board Reflections resource center is developed with Board members in mind. Understanding the
roles, responsibilities, and risks associated with each committee, BDO routinely provides guidance to
Directors as they navigate through ever changing challenges in today's corporate climate. BDO’s
proprietary studies, publications, practice aids, and educational programs help fuel conversations among
those charged wn:h corporate governance - who are making the tough decisions. BDO’s thought-provoking
resources are tailored to help keep Board members ahead of the trends while meetmg compliance
obligations. For a comprehensive listing of such resources, visit hiis /fwweer bdo Lo/ board,

I line with the board resource center is Ac’sense™, BDO's program designed to assist both those charged
with governance (including Audit Committees and Soards of Directors) as well as financial executives of
both public and private companies in keeping up to date on the latest corporate governance and financial
reporting developmerits,

The program is multi-faceted and consists of complimentary CPE-worthy webinars and self-study courses
covering both broad and specific topics of interest, publications, and links to various BDO and external
resources. Visit et/ fwvew bido.com/aciense/,

ACSENSES™ WERINARS

OQur webinar programs are presented by our firm technical experts and comprise both short-form ane
longer-form webirars on a variety of “hot” topics of interest, such as “Compensation Risk,” “Fair Value
Matters,” “Business Combinations,” “Applying New Revenue Recognition Rules,” “Ethics and the
Corporate Board,” and many others. In addition, we host several series including our “Quarterly Technical
Updates™ and “International Financial Reporting Standards™ on financial accounting and reporting matters
as well as “Focus on Fraud.”

Cur webinars are complimentary and are generally applicable for Audit Committees, Board members,
management, finance and compliance professionals of both public and private companies. In addition,
most webinars and archi\fes are worthy of Continuing Professional Education (CPE) credit. Please visit oyr
website hitpo//fwww Bdo condacsense/ for further information on upcoming and archived webinars.

EFFECTIVE AUDIT COMMITTEES IN THE EVER CHANGING MARKETPLACE

The focus of BDO's governance initiatives is to provide those charged with governance with essential,
reievant information through clear and concise execuiwe summaly type cemmumcats{)ns In this spirit,
we have created the £ f Yis 2o publication as a
practical guide to formi g an in th1s pubhcatwn we provide
answers to certain frequently asked questions (FAQs) centering on the WHYs, WHOs, WHATs, WHENs, and
HOWs of Audit Committees. More specifically, these FAQs summarize the common functibns and
respensibilities of Audit Committees and seek to provide insights and perspective as to how to optimize
Audit Committee effectiveness. Our vision has been shaped by our own experiences with our clients and
interpretations of the specific recommendations, guidelines and rules of the SEC; the stock exchanges;
the Public Company Accounting Oversight Board (PCAOB); the American Institute of Certified Public
Accountants (AICPA); and the Blue Ribbon Committee on Improving the Effectiveness of Corporate Audit
Committees, sponsored by the New York Stock Exchange and the National Association of Securities
Dealers. :

Throughout this publication, we focus on some of the more challenging aspects facing Audit Committees.
To that end, in addition to cur commentary, we have included links and references to other relevant BDO
practice aids and tools as well as certain valuable extemai resources. The guide and practices aids are
available at | ‘

eyif Derprve Beln
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BDO 15 a national professional services firm providing assurance, tax, financial advisory, and consulting
services to a wide range of publicly traded and privately held companies. Guided by core values including
competence, honesty and integrity, professionalism, dedication, responsibility, and accountability for 100
years, we have provided guality service and leadersmp through the active invalvement of our most
experienced and committed professionals.

The firm serves clients through 40 offices and more than 400 independent alliance firm locations
nationwide. As an independent Member Firm of BDO international Limited, BDO serves multinational
clients through a global network of 1,082 offices in 119 countries. BDO USA, LLP, a Delaware limited
liability partnership, is the U.S. member of BDO International Limited, a UK company limited by
guarantee, and forms part of the international BDO network of independent member firms. BDO is the
brand narme for the BDO ﬂetWOi”k and for each of the BDO Member Firms. For further information, please
refer to intro iy :

Below is a summary of just some of the many rescurces BDO makes available at no additional charge to
our clients. To subscribe to BDO publications, please use our RSS {Reatly Sﬁmp{e Syndmatson) Feeds or
complete registration at BDO’s Subscription Center at hitps://subsoriptions. bde.c

BODO KNOWS FINANCIAL REPORTING LETTERS AND FLASH REPORTS

Our 80O Knows financial reporting newsletters address significant financial reporting developments,
relating to both public and private businesses, that occur throughout the year. In addition, our Flash
reports are intend to highlight certain financial reporting developments in a timely and brief “flash”
format,

TAX ALERTS AND NEWSLETTERS
BDO's National Tax Organization (NTO) provides a multitude of alerts and newsletters spanning
considerations involving expatriate, federal, state, and local jurisdictions and includes such areas as

compensation and benefits, and credits and incentives. NTQ further provides Tax Seminars/Webinars on
variety of topics, whose archives are readily available to clients and contacts.

INDUSTRY PUBLICATIONS

BDO's industry publications are numerous and span the sectors of technology, finance, insurance,
healthcare, retail and consumer products, not-for-profit and real estate, among many others.

For a complete listing of services, publlcamons archwes of various webinars and events and other
infermation regarding BDO, please visit g s/ for further information.

AN
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Office of Finance and Administrative Services
201 West Kalamazoo Avenue + Kalamazoo, Michigan 49007
Phone: (269} 384-B0%0 « Fax: (269) 383-6448 « wwwikalcounty.com

Tracie L. Moored, Director

June 19, 2013

BDO USA, LLP
211 East Waler Street, Suite 300
Kalamazoo, Michigan 49007

Ladies and Gentlemen:

We are providing this letter in conriection with your audits of the financial statements of the
County of Kalamazoo (the “County™) as of December 31, 2012 and for the year then ended for
the purpose of expressing an opinion as to whether the financial ‘statements present Tairly, in
all material respects, the firancial position, changes in net position, and cash flows of the
County in conformity with accounting principles generally accepted in the United States of
America. We confirm that we are responsible for the preparation and fair presentation in the
financial statements of financial position, changes in net position, and cash flows in conformity
with accounting principles generally accepted in the United States of America.

Certain representations in this letter are described as being limited to matters that are
material. [tems are considered material, regardless of size, if they involye an omission or
misstatement of accounting information that, in the light of surrounding circumstances, makes
it probable that the judzment of a reasonable person relying on the infarmation would be
changed or influenced by the omission or misstaternent.

We confirm, to the best of our knowledge and belief, as of the date of this representation
letter, the following representations made to you during your audit:

{1} We have futfilled our responsibilities, as set out in the terms of the audit engagement
letter dated October 31, 2012, for the preparation and fair presentation of the financial
statements in accordance with accounting principles generally accepted in the United
States of Armerica.

(2) We have fulfilted our responsibility, as sel out in the terms of the aforementioned audit
engagement letter, 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,

(3) The financial statements include all assets and liabilities under the entity’s control.

{4y We have made available to you all:

(a} Financial records, and related data and all audit or relevant monitoring reports, if

any, received from funding sources, as agreed upan in the terms of the
aforementionad audit engagement letter.

1o govern.. to hrotect. to serve



{7)
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(b) Minutes of the meetings of directors and committees of directors that were held
from January 1, 2012 to the date of this letter, or summaries of actions of recent
meetings for which minutes have not.yet been prepared.

There have been no communications from regulatory agencies concerning noncompliance
with or deficiencies in financtal reporting practices.

There are no material transactions that have not been property recorded in fhe
accounting records underlying the firancial statements. or schedule of expenditures of
federal awards

We acknowledge our responsibility for the design, implementation, and maintenance of
internal control to prevent and detect fraud. We have disclosad to you the results of our
assessment of the risk that the financial staterments may be materizlly misstated as a
resutt of fraud. We have no knawledge of any:

(8) Fraud or suspected fraud involving mianagement or involving émployees who have
significant roles in internal control, whether or not perceived to have a raterial
effect on the financial statements.

{h) Fraud or suspected fraud involving others where the fraud could have a material
effect on the financial statements.

(€} Allegations of fraud or suspected fraud affecting the Organization received in
communications from employees, former employees, regulatory agencies, law
firms, predecessor accounting firms, or other professionals.

We have no plans or intentiéns that may materfally affect the carrying value or
classification of assets, Habilities, or net position balances.

The following, where applicable and material, have been properly recorded or disclosed
in the financial staternents:

(@) The identity of related parties and all related party relationships and transactions of
which we are aware, including revenues, expenses, loans, transfers, leasing
arrangements, and guarantees, and amounts receivable from or payable to related
parties.

{b) Arrangements with financial institutions involving compensating balances or other
arrangements involving restrictions on cash balances and line-of-credit or simitar
arrangements.

(c) Guarantees, whether written or oral, under which the County is contingently Hahle,

{d} Significant estimates and material concentrations known to management that are
required to be disclosed in accordance with FASB ASC 275-10, Risk dnd Uncertainties
- Overail.  In that regard, all accounting estimates that could be material to the
firancial statements, including key factors and significant assumptions underlying
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those estimates, have been identified, and we believe the estimates are reasonable
in the circumstances.

{e) The effects of all known actual or possible litigation, claims, and other liabilities or
gain or loss contingencies that are required to be accrued or disclosed by FASB ASC
450, Contingencies, including:

« Pending or anticipated tax assessments or refunds, other potential or pending
claims, lawsuits by er against any branch of government or others;

»  Written or oral guarantees, endorsements, or unused letters of credit;
s Unusual gharantees; or
+ Labhor claims or negotfations.

FASB ASC 450-20, Loss Contingencies, requires loss contingencies ta be accrued if it
is probable an assef has been impaired or a Uability incurred at the statement of
financial positicn date and the amount of loss can be reasonably estimated. Such
contingencies must be disclosed, but may not be accrued, if the loss is reasonably
possible (but net probable) or the loss is probable but the amount of toss cannot be
reasonably estimated.

(fy  Commitments, such as:
= Major fixed asset purchase agreements;

s More-than-one-year employment arrangements or contracts with suppliers or
customers, or ene-year-or-langer term lgases;

» Deferred compensation, bonuses, pensions plans, or severance pay; or

» Pending sale or merger of all or a portion of the business or of an interest
therein or acquisition of all or a portion of the business, assets or securities of
another entity;

{g) Joint ventures or other participations, the detailed transactions of which are not
carried on our books.

(10) Thereare no:

(@) Violations or possible violations of laws or regulations and provisions of contracts
and grant agreements ({including the failure to file reports required by regulatory
bodies {e.g., EPA, OCC, FDIC, DOL, Medicare, U.S. Customs Service, HIPAA, RS,
Dept. of Commerce, state and municipal authorities) when the effects of failing to
file could be material to the financial statemerits} whose effects should he
considerad for disclosure in the financial statements or as a basis for recording a
loss contingency.
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(b} Unasserted claims or assessments that our lawyer has advised us are prohable of
assertion and must be disclosed in accordance with FASB ASC 450.

(c) Designation of net position disclosed to you that were not properly authorized and
approved, or reclassifications of net position that have not been properly reflected
in the financial statements,

Receivables recorded in the financial statements represent valid claims against debtors
for sales or other charges arising on or before the statement of financial position date
and have been appropriately reduced to their estimated net realizable-value.

The County has satisfactory title to all owned assets, and there are no liens or
encumbrances on such assets nor has any asset been pledged as collateral.

We have complied with all aspects of contractual agreements, including debt covenants
that would have a material effect on the financial statements in the event of
noncompliance.

Mo discussions have taken place with your firm’s personnel regarding employment with
the County.

We are responsible for compliance with laws, regulations and provisions of contracts and
grant agreements applicable to us and we have identified and disclosed to you all laws,
regulations and provisions of contracts and grant agreements that we believe have a
direct and material effect on the determination of financial statement amounts.

There is no permanently restricted net position at December 31, 2012,
With respact to federal award programs:

(a) We are responsible for understanding and complying with, and have complied with,
the requirements of OMB Circular A-133, “Audits of States, Local Governments, and
Non-Profit Organizations,” including requiremnents relating to the preparation of the
schedule of expenditures of federat awards (SEFA).

(b) We have identified and disclosed to you ali of our government programs and related
activities subject to OMB Circular A-133, and inctuded in the SEFA expenditures
made during the audit pericd for all awards provided by federal agencies in the
form ‘of grants, federal cost-reimbursement contracts, loans, loan guarantees,
property (including donated surplus property), cocperative agreements, interest
subsidies, insurance, food commodities, direct appropriations, and ather direct
assistance.

(c) We acknowledge our responsibility for presenting the schedule of expenditures of
federal awards in accordance with the requirements of OMB Circular A-133 §310.b,
and we believe the SEFA, including its form and content, is fairly presented in
accordance with the Circular. The methods of measurement and presentation of
the SEFA have not changed from those used in the prior peried and we have
disclosed to you any significant assumptions and interpretations underlying the
measurement and presentation of the SEFA.
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(d) We are responsible for understanding and complying with, and have complied with

in all material respects, the requirements of laws, regulations, and the provisions of
contracts and grant agreements related to each of our federal programs and have
identified and disclosed to you the requirements of laws, regulations and the
provisions of contracts and grant agreements considered to have a direct and
material effect on each federal program.

(e} We are responsible for establishing and maintaining, and have established and

(g)

(h)

(1)

U]

maintained, eifective internal control over compliance requirements applicable to
federal programs that provides a reasonable assurance that we are managing our
federal awards in compliance with laws, regutations and the provisions of contracts
and grant agreements that could have a material effect on our federal programs.
We believe the internal control system is adequate and is functioning as intended.
Alsa, subsequent to the date as of which compliance was audited, no changas have:
occurred in internal control over compliance or other factors that might
significantly affect internal control, including any corrective action we have takery
regarding significant deficiencies (including material weaknesses) in intermal control
over compliance as reported in the schedule of findings and questioned costs.

We have made available to you all contracts and grant agreements {including
amendments, if any) and any other correspondence with federal agencies or pass-
through entities relating to each major federal program.

We have received no requests from a federal agency to audit one or more specific
programs as a major program however did receive a request from the State to audit
a specific program as major.

We have complied, in all material respects, with the direct and material compliance
requirements, including when applicable, those set forth in the OMB Circular A-133
“Compliance Supplement,” relating to federal awards and have identified and
disclosed to you afl amounts questioned and all known noncompliance ‘with the
direct and material requirements of federal awards, including the results of other
audits or program reviews.

We have disclosed to you our interpretations of compliance requirements that have
varying fnterpretations, if any.

We have made available to you all documentation related to compliance with the
direct and material requirements, including information related to federal program
financial reports and claims for advances and reimbursements.

Federal program financial reports and claims for advances and reimbursements are
supperted by the books and records from which the basic financial statements have
been prepared, and are prepared on a basis consistent with the schedule of
expenditures of federal awards,

The copies of federal program financial reports provided you are true copies of the
reports submitted or electronically transmitted, to the respective federal agency or
pass-through entity, as apolicable.
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(m)We have monitored subrecipients to determine that they have expended pass-
through assistance awards in accordance with applicable laws and regulaticns and
have met the requirermnents af OMB Circular A-133
* {n) We have taken appropriate action, including issuing management decisions, on a
timely basis after receipt of subrecipients’ auditor’s reports that identified
noncomptiance with laws, regulations, or the provisions of coniracts or grant
agreements to ensure that subrecipients have taken the appropriate and timely
corrective action 6n findings.

{0} We have considered the resulls of subrecipients’ audits and have made any
necessary adjustments to our books and records.

{p) We are respensible for, and have accurately prepared, the auditee section of the
Data Collection Form as required by OMB Circular A-133,

(q) We are responsible for, and have accurately prepared, the summary schedule-of
prior audit findings required to be included by OMB Circular 4-133, and we have
provided you with all information on the status of the follow-up on prior audit
findings by federal awarding agencies and pass-through entities, including all
management decisions.

(ry 'We have disclosed to you all contracts or other agreements with our service
organizations, and we have disclosed to you alt communications from the service
organizations relating to nencompliance at the service organizations.

We acknowiedge our responsibility for the presentation of the required supplementary
infarmation, and the required supplementary information is measured and presented in
agccordance with prescribed guidelines.

The methods of measurement ar presentation have nét changed from those used i the
prior period.

We acknowledge our responsibility for the presentation of the supplementary information
in accordance with accounting principles generatly accepied in the United States of
America, and we believe the supplementary information including its form and content, is
fairly presented in accordance with the accounting principles generally accepted in the
United States of America. The methods of measurement and presentation have noet
changed from those used in the prior period and we have disclosed to you any significant
assumptions or interpretations underlying the measurement and presentation of the
supplementary information.

In connection with any electronic presentation of the financial statements and your
audit report thereon on our web site, we acknowledge that:

= We are responsible for the preparation, presentation, and centent of the financial
statements in the electronic format.
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s If your audit report is presented on cur web site, the full financial statements Upo
which you reported and to which you appended your signed report wilt be presented.

o We will clearly indicate in the electronic presentation on our web site the financial
information that is subject to your audit report, We will clearly differentiate any
information that may also be presented by us on or in connection with our web site
that was contained in the published version of the financial statements and other
supplementary information, but which is not part of the audited financial statements
or other financial information covered by your audit report.

= We have assessed the security over financial statement information and the audit
report presented on our web site, and are satisfied that procedures in place are
adequate to ensure the integrity of the information provided. We understand the risk
of petential misrepresentation inherent in publishing financial information on our web
site through internal failure or external manipulation.

* Our web site, which contains the etectronic financial statements, will advise the-
reader that such financial statements are presented:for convenience and information
purposes only, and while reasonable efforts have been made to ensure the integrity of
such information, they should not be relied on. A copy of the printed financial
statements will be provided on request.

To the best of our knowledge and belief, no events, including instances of noncempliance, have
occurred subsequent to the statement of financial position date and through. the date of this
representation letter, as entered on the first page that would require adjustment to or
disclosure in the aforementioned financial statements or in the schedule of findings and
questioned cosis.

Very truly yours,

Peter M. Battani
County Administrater/Controller

KJ”@L’&%J')?CUC@/ ”

Tracie L. Moored
Director of Finance and Administrative Services

tisa Bradshaw
Deputy Finance Director




COUNTY OF KALAMAZOO, MICHIGAN

MEMORANDUM REGARDING
INTERNAL CONTROL AND ACCOUNTING PROCEDURES
YEAR ENDED DECEMBER 31, 2012

As a result of our recent audit of the County’s financial statements, we recommend the following
suggestions for improving the existing internal control. These matters did not affect the fair
presentation of the financial statements.

Prior Year Recommendations

Trust and Agency Accounts

During our review of various Trust and Agency accounts, we noted certain accounts were not
reconciled during 2006. These were accounts used by District Court, Circuit Court, and the
Treasury Department. In 2007, we noted the Inmates’ Trust accounts were not reconciled as well.
An Agency Fund is created to act as a custodian for other government units or private entities.
Assets accounted for in an Agency Fund are held for a period of time as determined by legal
contract or circumstances and then returned to their owners or some other party that is entitled
to receive resources.

Recommendation

We recommend the Trust and Agency accounts be reconciled on a monthly basis to ensure
the accuracy of monthly financial statements. If reconciliations are performed less
frequently, errors and adjustments can occur, resulting in the need for significant
corrections when the reconciliations are performed. Any reconciling differences should be
corrected before the books are closed for the month.

2013 Status of Management’s Response

Management recognizes that this item has been recurring and continues to receive
recommendations for improvement of the internal controls. County Administration and
the Sheriff have developed a plan to create a Finance Services Administrator to assist the
Sheriff with his duties of ensuring corrective action is taken as recommended.

Sheriff’s Department

During our review of the payroll and cash receipts procedures, we have the following
recommendations:

Recommendations for Payrofl Procedures

All temporary and hourly employees should perform the following: fill out and sign a time
sheet and obtain supervisor approval on completed time sheets. We also recommend a
formal policy or procedure be adopted to safeguard the pickup and drop off of employee
paychecks from the finance department to the Sheriff’s Department. If an employee is
absent, their check is not mailed to the employee and the check is held in the sergeant’s
office. Paychecks should be either direct deposited or mailed directly to the employee to
ensure proper delivery and secure privacy. We also noted that there are no formal
documented payroll policies and procedures.

10of3



COUNTY OF KALAMAZOO, MICHIGAN

MEMORANDUM REGARDING
INTERNAL CONTROL AND ACCOUNTING PROCEDURES
YEAR ENDED DECEMBER 31, 2012

Recommendations for Cash Receipts Procedures

All checks should be stamped with a restrictive endorsement by the front desk staff or
whoever receives the check first.

Combinations on the inmate trust box have not been changed for several months. We
recommend combinations are changed periodically.

We also noted there are no formal documented cash receipts policies and procedures.

2013 Status of Management’s Response

Payroll Procedures:

Management recognizes that this item has been recurring and continues 1o receive
recommendations for improvement of the internal controls. County Administration and
the Sheriff have developed a plan to create a Finance Services Administrator to assist the
Sheriff with his duties of ensuring corrective action is taken as recommended.

Cash Receipts Procedures:

Management recognizes that this item has been recurring and continues to receive
recommendations for improvement of the internal controls. County Administration and
the Sheriff have developed a plan to create a Finance Services Administrator to assist the
Sheriff with his duties of ensuring corrective action is taken as recommended.

2012 Audit Recommendations

Sheriff’s Department

During the 2012 audit, we reviewed the cash receipt, cash disbursement, and inmate trust
accounting procedures at the Sherriff’s Department and have the following recommendations:

AUl checks should be stamped with a proper restrictive endorsement by the front desk staff
or whoever receives the check first.

Combinations on the inmate trust box have not been changed for over a year. BDO
recommends combinations are changed periodically.

In the absence of the Sheriff’s Administrator, someone shoutd take on the responsibilities
of confirming the direct deposit detail from Bank of America to the amounts posted in EZ
card on a daily basis.

20f3



COUNTY OF KALAMAZOO, MICHIGAN

MEMORANDUM REGARDING
INTERNAL CONTROL AND ACCOUNTING PROCEDURES
YEAR ENDED DECEMBER 31, 2012
{Concluded)

BDO noted no formal monthly reconciliation was being completed on the inmate trust
account in conformity with accounting principles generally accepted in the United States
of America.

Individuals with custodial rights to the check stock should not have check signing
authority. BDO recommends individuals with access to the check stock are removed from
the authorized check signer list and the Sheriff should begin reviewing and signing all
checks. BDO noted this was a direct violation of the Michigan Department of Treasury
Uniform Chart of Accounts. Fund 764 - Inmate Trust Fund states, “The Sheriff is
responsible for the individual inmate accounts and for authorizing payments of these
moneys by the county treasurer or from the imprest inmate trust account and subsequent
replenishment of the imprest accounts.”

BDO recommends all disbursements from the inmate check trust account should be
reviewed by someone outside of the check processing department as well as be mailed by
an additional unrelated third party.

Management Response

Management recognizes that the internal controls concerns in the Sheriff’s Department
have been recurring and continues to receive recommendations for improvement. County
Administration and the Sheriff have developed a plan to create a Finance Services
Administrator to assist the Sheriff with his duties of ensuring corrective action is taken as
recommended.

Environmental Health Clinic

During the 2012 audit, we reviewed the cash receipt procedures and have the fotlowing
recommendations:

BDO noted the cash register remained unlocked for the entire business day. BDO
recommends the cash register remain locked unless a transaction is taking place, in order
to safeguard cash and checks deposited during the day.

BDO noted the temporary license stock was stored in an unlocked clerk’s desk drawer. BDO
recommends the blank, temporary license stock be locked up in the manager’s office as
the Clinic considers this to be equivalent to cash, it should be monitored at all times.

Management’s Response

\

Management concurs with these recommendations. Corrective action was taken by Health
and Community Services upon identification of the concerns in 2013,

30f3
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ADMINISTRATIVE SERVICES
MEMORANDUM

TO: BOARD OF COMMISSIONERS
FROM: THOM CANNY
DATE: JUNE 24, 2013

SUBJECT: RECOMMENDATION TO APPROVE AN AMENDMENT TO THE INMATE
TELECOMMUNICATION LOCATION AGREEMENT WITH TELMATE, L.L.C.

The cwrrent inmate telephone service provider in the Kalamazoo County Jail is Securus
Technologies and its contract runs through March 5, 2013. Pursuant to this coniract, Securus
Technologies pays the County and Sheriff’s office 55% of the Gross Revenues it receives from
providing telephone services to Jail inmates.

On March 19, 2013, the Board of Commissioners, pursuant to the recommendation of the
Sheriff's Office, approved an Inmate Telecommunication Location Agreement with Telmate, L.L.C.
Under this Agreement, Telmate, L.L.C., will provide the video visitation system in the new Jail Annex
and will provide telephone services to the inmates in the new jail Annex as soon as inmates are
occupying the new Jail pods. Additionally, Telmate, L.L.C., will begin providing tclephone services to
inmates in the original Jail complex after the end of the current contract between the County and
Securus Technologies.

Shortly after the Board of Commissioners approved the Agreement with Telmate, L.L.C.,
Securus Technologies contacted the Sheriff and Corporate Counsel's Office. At that time, Securus
Technologies voiced its concerns regarding the Sheriff's recommendation of Telmate, L.L.C., and the
financial soundness of the Agreement with Telmate, L.L.C. Securus Technologies asserted that it had
not had a fair opportunity to compete for the renewal of its contract and that the Sheriff*s Office may not
have followed the County’s Purchasing Policies and Guidelines when making its recommendation to the
Board of Commissioners. One of Securus Technologies’ concerns was that the Sheriff’s Office had not
issued a formal written Request for Proposals to vendors when deciding on which service provider to



recommend to the Board of Commissioners. Another major point was that Securus Technologies was
offering to pay a 60% Commission to the County and Sheriff’s Office on all inmate telephone services
as opposed to the 55% Commission in the agreement with Telmate, L..L..C.

In response to these inquiries from Securus Technologies, the Sheriff and the Corporate Counsel
undertook a thorough review of the process the Sheriff's Office utilized in recommending Telmate,
L.L.C., to the Board of Commissioners. Based on that inquiry, and as set forth below, the Sheriff and
Corporate Counsel are satisfied that the Sheriff's Office followed County Purchasing Policies when
recommending Telmate, L.L.C., and, that the Agreement is financially sound.

SUMMARY OF FINDINGS:

As the County and Sheriff undertook the construction of the new Jail Annex, it became clear that
inmate video visitation would be a key component in operating the new “pod style” design of the Jail. It
also became clear during the development of the Jail Project that a video visitation system would be
expensive. Accordingly, the Sheriff’s Office looked to secure the video visitation system at little, or no,
cost to the Jail Construction Project budget. Since a video visitation system is part of an overall plan for
inmate telecommunications, the Sheriff’s Office decided to look to inmate telecommunication providers
such as Securus Technologies and Telmate, LLC., to provide the video visitation system to the Sheriff’s
Office at no cost. The only logical reason for Securus Technologies or Telmate, LL1.C., to be interested
in such a proposal would be if the Sheriff’s Office and the County also awarded the Inmate Telephone
Services contract to the company that supplied the video visitation system.

In light of the fact that the Sheriff would be looking for a vendor to install and maintain a
“turnkey” video visitation system, it was not practicable to issue either Requests for Proposals (RFP) or
invitations for sealed bids. This is because the County and Sheriff did not have the expertise to write the
technical specifications that would be needed fo accompany a formal RFP or invitation to bid.. Instead,
this situation is the type of purchasing issue addressed in Section 5.07 “Negotiation” of the County’s
Purchasing Policies.

Section 5.07.a. of the Purchasing Policies is intended to be used for purchases involving the
design and development of a communication network; or when contracting for professional services; or
in situations where the approach to implementing the product will vary from vendor to vendor and does
not lend itself to specifications developed by the County. All three of those criteria presented
themselves in the search for a video visitation system.

Section 5.07.b. of the Purchasing Policies provides that a County Department is permitted, but
not required, to issue requests for proposals to begin the negotiation process. Section 5.07.c. of the
Purchasing Policies provides that if a County Department decides not to issue RFPs, it may enter into
negotiations with qualified vendors “especially when only two or three firms appear capable of
providing the needed service.”

The Sheriff’s Office decided to not issue a formal RFP but to invite the three vendors to
demonstrate their respective video visitation systems. These vendors were Securus Technologies,
Telmate, L.L.C., and Viz Vox. Securus Technologies made its presentation to the Sheriff’s
representatives on May 16, 2012. At the time of this demonstration, Securus Technologies advised the
Sheriff that its model was very new and Securus Technologies had no “live” customers. Telmate,
L.L.C., made its presentation on May 15, 2012 and a technical demonstration on May 28, 2012.



Telmate, L.I..C.’s, system was also very new but had been on the market for over year and had several
“live” customers in Michigan.

After the demonstrations, the Sheriff’s office sent personnel to the location using the Telmate,
L.L.C., video visitation system and the report from that user was favorable. By August of 2012, the
Sheriff’s Office learned that Securus Technologies had installed a video visitation system for the Van
Buren County Jail and checked with the Van Buren County jail Administrator to determine how that
system was working. The report from Van Buren County was not encouraging. In October of 2012
representatives from the Sheriff’s Office contacted the Van Buren County Jail Administrator to ask
about the Securus Technologies video visitation system. The Van Buren County Jail Administrator
reported that the system was extremely problematic, did not operate as the Jail would like, and the
visitation scheduling software would not work properly. The Van Buren County Jail Administrator
noted that Securus Technologies was responsive when called about problems, but the problems still
persisted. The Van Buren County Jail Administrator advised that Van Buren County had taken the
system off line and was “going with another company.” Based upon these reviews, the Sheriffs Office
decided fo enter into contract negotiations with Telmate, L.L.C., to provide the video visitation and
inmate telephone services.

As to the financial soundness of the Agreement with Telmate, L.L.C., Securus Technologics
asserted that the Sheriff and County were “leaving $390,000 on the table” during the life of the contract
with Telmate, L.L.C., because Securus Technologies would offer better commission rates on inmate
telecommunications. This point is unpersuasive for a number of reasons.

First, the video visitation system must perform as needed by the Sheriff’s Office. A higher
commission rate paid on inmate telephone services is relatively unimportant if the video visitation
system does not work as needed.

Second, the actual “apple-to-apple” comparison of the Telmate, L.L.C., Agreement and the
Securus Technologies proposal shows that Securus Technologies proposes a 60% commission on inmate
phone calls while Telmate, L.L.C., shows a 55% commission. The Telmate, L.L.C., 55% commission
rate is the same as the current commission rate between the County and Securus Technologies. Initially,
Telmate, L.L.C. had proposed a 35% commission on inmate telephone services in the new jail Annex
until March 4, 2013 when Telmate, L.L.C., would become the sole provider throughout the facility.
Telmate, L.L.C. has graciously agreed to delay the implementation of the inmate telephone service
component of its contract until after the expiration of Securus Technologies® current contract with the
County. Thus, while there is a difference in commission rates, the difference is relatively small and the
Sheriff believes it is more important to have the video visitation system the Sheriff is comfortable with,
rather than the difference in commission rates.

Third, the revenue numbers Securus Technologies uses to reach the $390,000 number include
hypothetical revenues for remote video visitation where an individual or organization pays a fee to
secure a dedicated inmate video visitation site somewhere other than 1421 Healy Street.! While there is
a possibility of installing and charging for remote video visitation in the future, trying to estimate the
revenue it might generate is pure speculation.

! For example, a Community Organization, or a house bound parent, would be able to visit with an inmate from their
headquarters or their home.



Fourth, all calculations and estimates that Securus Technologies attributes to the first year of the
Telmate, L.L.C., Agreement (March 19, 2013-March 18, 2014) are rendered moot by the fact that the
Video Visitation center at 1421 Healy Street will not be fully operational until the end of 2013 or the
beginning of 2014.7

CONCLUSION AND RECOMMENDATION

For the reasons set forth above, the Sheriff’s Office and the Corporate Counsel’s Office continue
1o support the Agreement with Telmate, L.1..C., and recommend that the Board amend the Agreement to
extend the term for one additional year because Telmate, L.L.C., has agreed to delay the inmate
telephone services component of the Agreement until March 4 or 2014. Telmate, L.L.C., is in the
process of preparing the written amendment and it will be an action item on either the July 2, 2013
meeting of the Board of Commissioners or the July 16, 2013 meeting.

This matter will appear as a discussion item on the Board of Commissioners' July 2, 2013
Committee of the Whole Agenda. Please feel free to contact me at your convenience if you have any
questions or concerns regarding this message, its attachments, or any other issue involving Securus
Technologies and/or Telmate, L.L.C.

? Telmate has voluntarily agreed to set up a temporary video visitation model in the current jail visitation room that will
permit some visitation for the new Annex. This is a beneficial accommodation from Telmate.



OFFICE OF FINANCE ADMINISTRATIVE SERVICES

Tracie Moored, Director

201 WEST KALAMAZOO AVENUE
KALAMAZOO, Mi 49007
PHONE: (269) 384-8090
FAX: {269) 383-6448

DATE: July 2, 2013
TO: Board of Commissioners
FROM: Peter Battani, County Administrator/Controller

Tracie Moored, Finance and Administrative Services Director
- RE: Defined Benefit Pension Calculation Summary

Please find the attached documents that we will present and review during the July 2, 2013
Committee of the Whole. We will continue pension discussion in reviewing the formula used
to calculate benefit allocations.

Please contact either of us with any questions you may have.



Kalamazoo County Benefit Calculation Model
BACKGROUND

The County's Retirement System was created March 1, 1960, and is a Defined Benefit Plan. The
Retirement Resolution defines each employee's retirement benefit by a formula based on age,
years of service, and final average compensation (FAC). Yearly, as age and service “credits” build,
the County contributes dollars for the employees, knowing that at some point in the future each
employee will be entitled to receive a benefit. The employee, of course, must be vested in the
System, i.e., have eight (8) years of service prior to receiving a benefit and have attained normal
retirement age or early retirement age for a reduced benefit. Members may retire with full
benefits at the early retirement age after twenty- five (25) years of service based on the
provisions in the Retirement Resolution and Collective Bargaining Agreements.

County employees holding regular positions, either full time or part time of twenty (20) hours or
more per week are included by law in the County retirement program. Exceptions to that law
are Sheriff's Department Fraternal Order of Police (F.0.P.) members, Kalamazoo County Sheriffs’
Supervisors Association members, and pursuant to past negotiations, certain District Court
employees and Judges elected after March 31, 1997.

The County does not wait until an individual retires to fund his/her benefit. Instead, money is
contributed each year, based on a number of statistical assumptions. It is important to know that
at the current time, the System for General County, Community Mental Health, and Road
Commission is fully funded. In essence, retirement benefits are guaranteed.

WHAT IT MEANS TO BE “VESTED”

An employee becomes vested in the Retirement System after eight (8) years of service credit.
Once vested, if County service is terminated for any reason, the employee is entitled to
retirement benefits. The dollar amount of the benefit will be based on the Final Average
Compensation, number of years of service, and the multiplier or percentage in effect at the time
of departure.

BENEFIT CALCULATIONS
A “benefit formula” is applied that will determine the actual benefit to be received when the day
of retirement arrives. The expected retirement benefit can be estimated by applying the same
formula to current salary and years of service or by projecting what circumstances are expected
to be at retirement age. Three factors make up the benefit formula:

1. Service Credit or Years of Service

2. Final Average Compénsation (FAC)

3. Multiplier



Service Credit

Service credit is the total number of years and months of County service and is given
to regular employees who are at least a 0.5 FTE (full-time equivalency). Service
credit is not given to employees while on a leave of absence without pay (excluding
Worker’s Compensation and FMLA leave of absences.) A member must have ten
days of service rendered in any calendar month to be credited as a month of service.

Final Average Compensation (FAC)

The Final Average Compensation (FAC) is the average of the compensation received
during the highest five (5) consecutive years of the last ten (10) years of service. If
less than ten (10) years were worked, the FAC is the average of the highest five (5)
years’ salary over the past eight (8) years of employment, eight (8) years being the
minimum vesting time.

Multiplier

The current multipliers are as follows:

GENERAL COUNTY SALARY BANDS

Head Start Unit I Union 2.0%
Airport Union- 2.20%
District Court - City Replicated Employees 2.3%
Juvenile Home ‘ 2.4%

Non-Union, Juvenile Court Union, Maintenance, Animal
Services and Parks Union, Head Start Unit I Union and 2.5%
District Court Union

.

The Benefit Formula

To estimate the annual retirement benefit (d), apply the following formula,
inserting the numbers that apply for (a) FAC; (b) Multiplier; and (c) Years of Service.
This is known as a “Straight Life” benefit.



FAC x Multiplier x Years of Service = Annual Benefit
or:axbxc=d
The annual benefit may be reduced by one or more of the following:
1. Early retirement

2. If Option A or Option B is chosen (these options provide a benefit to the
spouse in the event of the employee's death.

3. If death occurs while the employee is still in County Service, Option
Ais then assumed.

An Example Benefit Calculation for Regular Retirement

A general County employee hired prior to July 1, 2009, who is sixty (60) years of
age and has been with the County for the past twenty-two (22) years with a FAC of
$25,000 per year would calculate the annual benefit as follows:

(a)  $25,000

{s)] x.025 = $ 625.00
Years (c) X222
Annual Benefit (d} $13,750.00

Calculate Your Own Benefit

Using the following format as a guide, calculate your own projected annual
retirement benefit by inserting your FAC, the multiplier that pertains to your
salary group, and the number of years’ service credit you expect to have
accumulated by the time you retire. Remember: This calculation is only an

estimate; the actual benefit dollars will be determined at the time of
retirement.,

The information you need:
(a)  Your FAC =

(b)  Your Multiplier
(c)  Your Years of Service



The actual calculation:

{a)  FAC (average of the best five
(5) consecutive years of the last ten (10)
years

{b}  Multiplied by Multiplier

(c) Multiplied by Years of Service
(d)  Annual Benefit

By law, the employer may only fund a maximum of 75% of your final average
compensation (FAC) as a benefit. Employees who are at the 2.5% multiplier will
reach this maximum when they have completed 30 years of retirement service,
Employees with employee contributions in the retirement system can use those
contributions to fund a benefit beyond 75% of their final average compensation.

Retirement Age

Retirement age is described as “Normal Retirement Age” and “Early Retirement
Age” and is identified in the table on page 20.

If an employee is vested (eight or more years of service), the option is available to
retire early and receive a reduced benefit.

NORMAL EARLY
GENERAL COUNTY RETIREMENT RETIREMENT
AGE AGE
Membership began prior to July 1, 2009 60 55
Membership began on or after July 1, 2009 65 60

For each month of early retirement prior to reaching normal retirement age, the Straight-
Life benefit is reduced by .4 of one (1%) percent (.004%). Example: If a General County
employee chooses to retire at age fifty-five (55), and does not have twenty-five (25) years
of service, the benefit is reduced by twenty-four (24%} percent.




Infrastructure Report

Kalamazoo County Board of Commissioners
July 2, 2013

Joanna Johnson, Managing Director, KCRC
Bobbi Welke, Southwest Reglon Engineer, MDCT
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TRANSPORTATION IS THE BACKBONE
OF MICHIGAN’S ECONOMY

» 35% of US/Canada trade flows
through Michigan

« Michigan leads all states in trading
with Canada, totaling $70.2 B in 2011
(11.7% of all U.S./Canada trade)

= 5520 B in freight is moved each year .
on Michigan’s highways, rail and \.vater:‘é‘%*?’r
ports ;

» Trucking accounts for 67% of all
freight tonnage moved in Michigan

TRANSPORTATION IS THE BACKBONE
OF MICHIGAN’S ECONOMY

« Operation of bus transit systems
contribute an estimated $740 M to the
economy each year

= Passenger rail is expected to generate
between $1.0-1.5 B in net economic
benefit annually

= Aviation contributes more than $20 B/yr

= 80% of Michigan tourism is auto-based -
$17.7 B in total visitor spending in 2011 g@,?;?

TRANSPORTATION FUNDING

= Roads and Bridges

» Federal funds: $1 B f?
» $250 M to Jocal agencies 1>

= State motor fuel taxes: $946 M
= State registration fees: 5876 M

= FY14 adds $351 million from General Fund
= 5121 M to match Federal-Aid in FY14
= 5115 M for state and local projects on October 1, 2013

= $115 M in February unless funding package in place or
some state emergency
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AVERAGE MONTHLY U.S.
HOUSEHOLD EXPENDITURES

Source: i Road & Transp ion Builders A (ARTBA)
National Poll June 2013 Newsline

6/25/2013

MAJOR CHALLENGES

= Higher gas prices = fewer
gallons sold = less fuel tax
revenue

= Higher fuel efficiency = fewer
gallons sold = less fuel tax
revenue

= Higher cost of materials,
goods, services, etc.

INNOVATION AND EFFICIENCY

« MDOT has saved an average of $63M/year
since 2009 on efficiencies & innovations.
Examples include:

» 548M in staff reductions & dosed facilities
= 571M in one-time savings by bonding and
process improvements

= $4M/fyear using electronic signatures for
construction documents

= $22M in 2012 & 2013 by partnering with
businesses & local governments &
improving maintenance practices

= $4Mi/year in energy savings

= KCRC has saved substantially since
2009 on efficiencies & innovations.
Examples include:
= S900K in staff reductions &
rearganization
« $90K in savings by our payroll
technology improvements
= $800K by continued partnering with
businesses for winter maintenance
= 56K/yearin energy savings
= $1.8Min Salt Usage

INNOVATION AND EFFICIENCY

- INNOVATION AND EFFICIENCY

« Equipment
= Wing Plows
= Materials
= Sand/Salt— Pre Treated Mix
= Collaboration
* Shared Traffic Engineer
= Staffing
= 29% reduction in staff
» Technology
. GPS P
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KCRC ROAD CONDITION

» Primary Road Miles

* Countywide Average 6.73
= Local Road Miles

= *Countywide Average 5.91

* Excludes gravel roads

6/25/2013

2013 - 2017 CAPITAL
IMPROVEMENT PLAN (CIP)

« 539,557,305 Total CIP Investment
= Design to Construction
* Mix of fixes

» PASER Ratings, Traffic, Service Requests,
Safety, etc.

2013 PRIMARY
ROAD PROIJECTS

= Sprinkle Road - North of Cork Street to
Comstock Avenue (includes maintenance on
2 bridges); 1.5 miles
S 1,850,000 - Federal/State Bridge/Federal
Surface Transportation/KCRC

2013 PRIMARY
ROAD PROJECTS

» \ Avenue - RR to 29% Street intersection;
2.5 miles

51,600,000 — Federal Rural Task Force/KCRC

2013 PRIMARY
ROAD PROIJECTS

» G Avenue — 39" Street to M-96;
0.5 mile, Reconstruction
$700,000 - KCRC

2013 LOCAL
ROAD PROJECTS

= Township Partners ‘
= 5 —vyear Local Road CIP — mix of fixes

= PASER Ratings, Traffic, Service Requests,
Safety, etc.




2014 PRIMARY
ROAD PROJECTS

= £, Michigan Avenue Bridge over Comstock
Creek 51,237,000

= E Michigan Avenue - Kalamazoo City Limit
to Nazareth Road; 1.6 miles, Mill/HMA
Overlay §1,177,000

» Drake Road ~ Grand Prairie to Ravine Road;
1 mile, HMA QOverlay/Intersection
Improvement $785,000

Investment Leve In Millions

TRUNKLINE PAVEMENT CONDITIO

$a0p —
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2015 -2017
PRIMARY ROAD PROJECTS

= 2015 Ravine Road — Drake Road to D
Avenue; 3.5 miles Reconstruction
51,560,000

= 2016 9t Street — I1-94 to Atlantic, Mill/HMA
Overlay; 1.5 miles 51,500,000

= 2017 327 Street — Z Avenue to X Avenue,
Reconstruction/Culvert; 2 miles
51,650,000

FIVE YEAR PLAN: 2013 -2017
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MDOT PROJECTS IN KALAMAZOO CO

= 2013 — 2016 Major Projects
= Approximately $65 M investment primarily on
US-131 and 1-84 corridors
» Replacing/removing four out of 31 Poor Rated
NBI bridges (13%) in Southwest Region

M-43 OVER US-131
2013 CONSTRUCTION

= Rehabilitation work:
= Concrete surface overlay
= Widening with addition of sidewalk
= Full paint
=  Miscellaneous repairs

= Schedule: June 24 to Nov 1

= Cost: S2 M
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35™ STREET OVER [-94
2013 CONSTRUCTION

= Proposed rehabilitation work:
= Railing replacement
*  Minor widening
» Deck patching and epoxy overla
= Miscellaneous repairs P
* Schedule: Sept to Nov

« Cost: $250,000

I-94 BELOW 4 OVERPASSES
2013 AND 2014 CONSTRUCTION

= Proposed overnight rehabilitation work:
= Replace 6 locations with Precast Concrete Panels
= Replace 1 locations with concrete mix

» Schedule: 3 locations in Sept/Oct 2013,
4 |ocations in 2014

« Cost:$2.0M

* Borrowing FY16 Funds

1-94 BELOW 4 OVERPASSES

2013 AND 2014 CONSTRUCTION

pe

1-94BL at Battle Creek to be
reconstructed with bridge
replacement project in 2014

STADIUM OVER US-131
2014 CONSTRUCTION

» Proposed recenstruction work:

= Total bridge replacement/Accelerated Bridge
Construction technology

= Construction of Single Point Urban Interchange
= Reconstruction from 11™ St to
= Estimated Cost: $245 M

fendwring of SPU from NYSDQT - FIT E2it 6

M-43 (GULL RD) RIVERVIEW TO DE AVE
2014 CONSTRUCTION

= Proposed rehabilitation work:
* Cold milling and asphalt resurfacing

= Upgrade sidewalk ramps to current ADA
standards

= Estimated Schedule: July to October
= Estimated Cost: $2.8 M

SPRINKLE RD/CORK ST OVER [-94
2015 CONSTRUCTION

= Proposed reconstruction work at Sprinkle Rd:
= Bridge replacement
« Reconfigure entire interchange
= Construct roundabouts at each side of bridge
= Proposed reconstruction work at Cork 5t:
= Removal of the bridge o
= Estimated Cost: 526 M

= Accelerated Bridge
Construction technology
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SPRINKLE RD/CORK ST OVER 1-94 I-94 OVER MICHIGAN/40™
2015 CONSTRUCTION 2016 CONSTRUCTION

= Proposed work
= Total bridge replacement
= Reconfigure entire interchange
= Public Open House was on June 12th
= Comments provided on four alternatives

= Continue to work toward preferred
alternative

* Need to present to KCRC for support
» Estimated Construction Cost: $16 M

Proposed Interchange Configuration

1-94 OVER MICHIGAN/40™
2016 CONSTRUCTION Infrastructure Report
Questions

Joanna Johnson, Managing Director, KCRC
Bobbi Welke, Southwest Region Engineer, MDOT
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