


NOTICE AND AGENDA
FOR
KALAMAZOO COUNTY BOARD OF COMMISSIONERS’
COMMITTEE OF THE WHOLE MEETING
JULY 16, 2013

PLEASE BE ADVISED that the Kalamazoo County Board of Commissioners has scheduled a
Committee of the Whole meeting on Tuesda . 01 m. for the purpose of:

Projected Time For Presentation & Discussion

1.  Aeronautic Board Interviews 3:00 - 4:00 p.m.

2. Review of Transfers and Disbursements (ltem Q.) — Tracie Moored 4:00 - 4:05 p.m.

3. Report of Annual System Valuation/ Retirement System - 4:05 -4:30 p.m.
Judy Kermans — Gabrielle Roeder Smith

4. 2012 Financial Year End Summary - Tracie Moored 4:30 - 5.00 p.m.

5. Facilities Master Plan Update (Animal Services, Gull Road Court 5:00 - 5:30 p.m.
Facility, Healy Street Center) (item U.)- John Faul

6. Bronson Park Art — Pefer Battani 5.30 — 5:45 p.m.

7. Any other items :

8. Executive Session 5:45 -6:00 p.m.

9. 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, MI
49007, or by telephoning (269) 384-8111.

Dina Sutton

Dina Sutton
Office Manager for Administrative Services

JULY 10, 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 IMPAIRED 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 TQ 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

KALAMAZOQ COUNTY GOVERNMENT

201 West Kalamazoo Avenue

Kalamazoo, Michigan 49007

TELEPHONE: (269)384-8111

TDD PHONE: (269)383-6464



'ADMINISTRATIVE SERVICES
MEMORANDUM

TO: Board of Commissioners
FROM: Tina Becker
DATE: July 10, 2013

SUBJECT: Aeronautics Board Interviews

The Aeronautics Board has 3 terms expiring July 31, 2013 with one of the terms vacant
due to the resignation of Mr. Jason Spoor. The other two terms ending are Mr. Mark
Weiss and Mr. James Woodruff. Mr. Weiss was appointed February 7, 2012 and Mr.
Woodruff was appointed September 5, 2006.

It is the recommendation of the Board Appointments Committee to waive the interview
process for Mr. Weiss and Mr. Woodruff and reappoint for another 3 year term. Mr.
Weiss was appointed February 7, 2012 and Mr. Woodruff is the Vice Chair of the Board
and is fully engaged in his role. Both terms will expire July 31, 20186.

Interviews for the one vacancy will be conducted at the July 16, 2013 Committee of the
Whole beginning at 3:00 p.m. This term will be effective August 1, 2013 through July
31, 2016.

The interview schedule is as follows:

» 3:00 p.m. — Ken Hazelrigg

» 3:20 p.m. — Tim Rogowski

» 3:40 p.m. ~ Greg Hamelink
(Due to Mr. Hamelin being out of town on a business trip, a phone interview will ,
be conducted)

KAB&C\B&C Letters and Memes\Memo to Board\Aeronautics [nterviews on 07-16-13 .docx



KALAMAZOO COUNTY AERONAUTICS BOARD

The Kalamazoo County Aeronautics Board of Trustees is responsible for the authoritative oversight of the
Airport, and for the nurturing and development of the Airport as a key economic development and
marketing tool for the entire Southwest Michigan Region. Meetings are held at 10:30 a.m. on the 2nd
Thursday of each month at the Kalamazoo/Battle Creek International Airport, 5235 Portage Road,
Kalamazoo M1 (2™ floor in the Administration Office). Contact: Airport Director Cliff Moshoginis
(269)388-3668

-Suggested Interview Questions-

1. Introduction of Board and staff members.
2. Please provide us with some information about yourself.
3. What background, business and community experience do you possess that would help you in

service on the Kalamazoo County Aeronautics Board?

4. How do you see your role as one of the 7 members of the Aeronautics Board? What do you
understand it to be?

5. What do you see as the Kalamazoo/Battle Creek International Airport’s:
A. Major strength(s)?
B. Greatest weakness (es)?
C. Biggest opportunity (ies)?
6. We now have a new airport terminal, what can be done to attract more carriers and make fares

more competitive? :
7. The Aeronautics Board meets the 2nd Thursday of each month at 10:30 a.m. at the
Kalamazoo/Battle Creek International Airport, 5235 Portage Road, Kalamazoo Ml {2nd floor,

Administration Office). s this a time at which you can generally meet?

8. Do you have any questions regarding the Aeronautics Board?

KAB&C\QUESTION\Aeronautics Board-revised 7-10-13.docx
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COUNTY OF KALAMAZOO
RECOMMENDED TRANSFERS AND DISBURSEMENTS

JULY 16, 2013

DISBURSEMENTS
Claims 1,427,625.13
TOTAL CURRENT CLAIMS 1,427,625.13
RELEASE OF FUNBS
Purchase of the following properties per BOC action of 6/4/13
1318 Humphrey 7,396.91
1616 Humphrey 3,826.50

Page 1



COUNTY OF KALAMAZOO
RECOMMENDED TRANSFERS AND DISBURSEMENTS

JULY 16, 2013

Department/Account Becrease Increase
Treasurer:

Contingency 101-941-955.00 11,200

Land Purchase 101-444-992.07 11,200
Purchase of Humphrey Street properties per BOC action of 6/4/13

Probate Court:

Contractual Services 101-148-808.00 2,500

Contingency 101-148-955.00 1,000

Non Capital Equipment 101-148-965.00 3,500

Purchase of workstation

Page 2
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Public Pension Funded Ratios
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Source: Keith Brainard, Public Fund Survey Summary of Findings for FY 2010, December 2011.
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OFFICE OF FINANCE AND ADMINISTRATION

Tracie Moored, Director

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

DATE: July 186, 2013
TO: Board of Commissioners
FROM: Peter Battani, County Administrator / Controller

Tracie Moored, Finance and Administrative Services Director
RE: 2012 Year-End Fiscal Condition

At the last Committee of the Whole meeting, our auditors reported on the 2012
Comprehensive Annual Financial Report (CAFR). This report details the County’s
operating fiscal position at December 31, 2012.

Year-end 2012 resulted in a planned operating loss of $4,422,549. Revenues of
$88,238,867 and expenditures of $92,661,416 were realized. An operational,
unrestricted fund balance of $21,150,035 resulted (25.40%). These figures reflect all
six operating funds: General, Law Enforcement, Parks, Friend of the Court, Health
and Child Care.

Detailed Activity by Fund

General Fund
General fund experienced an overall operating loss of $4,296,079. An $8,000,000
transfer was authorized to facilitate the Facilities Master Plan.

» Revenues
Adjusted 2012 Revenues were budgeted at $59,490,300. Realized actual was
$60,330,872. The largest significant variance ($250,000+) over budget versus actual
revenue was:

¢ Property Tax Revenue $ 799,893  Higher collections were realized



»> Expenditures
Adjusted 2012 Expenditures were budgeted at $70,360,100. Realized actual was
$64,626,951.The largest variances (over) under budget were:

¢ Sheriff's Office $ 488,569 Budgeted salaries/ fringes lower than actual
e Capital $1,335,649 Timing of capital project completion

» Contingencies $1,042,700 Budgeted amount not utilized

¢ Insurance Premium $ 801,180 Distribution share received

e Reserves $ 657,161 Budgeted reserves not utilized

l.aw Enforcement Fund

This fund experienced an operating loss of $126,470. Fund balance for year-end
2012 is $829,154. Recognizing allocated fund balances, the unrestricted fund
balance is $759,754.

Employee Benefits Fund

This fund experienced an operating gain of $459,095 in 2012. The ending fund
balance is $7,946,685. There have been and will continue to be several benefit
changes within this fund impacting overall costs.

Retirement System Fund
The County valuation balance for 2012 is $123,521,513. Per actuarial calculations,
this balance represents a valuation funded threshold of 102.9%.

Budget Stabilization Fund
The Budget Stabilization fund balance remains at $2,500,000 for 2012.

Delinquent Tax Revolving Fund
The Tax Revolving Fund gained $1,473,019 for a total fund balance of $24,212,330.
Over 50% of current assets are receivables and are not liguid.

General County Public Improvement Fund
The General County Public Improvement Fund ended 2012 with a fund balance of
$18,387,782.

Attached to this memo are sections of the CAFR. The narrative sections and the
Government-wide Financial Statements are included.

The Board of Commissioners, supported by cooperation and assistance from county
administration, department heads, elected officials, court administrators, judges and
county employees, have displayed diligent efforts to monitor and maintain policies
within budgetary parameters. These efforts are recognized and appreciated.
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County of Kalamazoo, Michigan

Comprehensive Annual Financial Report and Single Audit Act Compliance
Year Ended December 31, 2012
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Peter M. Battani, County Administrator/Controtler
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Introductory Section




County of Kalamazoo, Michigan
List of Officials for 2012

County Board of Commissioners

Bavid Maturen — Chalrperson
bavia Buskirk — Vice Chairperson

Carolyn Alford Dale Pomimille
Masim Ansati Timothy Rogowsk

Robert Barnard Michael Seals
John Gisler Phil Stinchcomb
Jeff Heppler John Tavior
Brandt Iden Jack Urban

Brian Johinson Johs Zulk

Ann Meuwenhuis

Circuit Court Judges

Stephen Gorsalitr — Chief Judge

3. Richardson Johnson
Alexander Lipsay
Gary Glguere, Jr.
Pamels Lightvoet

Bistrict Court Judges

Paul Bridenstine — Chief Judge

Anne Blatchford
Robest Kropf
Jedie Phifiips

Richard Santoni

WVincent Weslra

Probate Judges

Stephen Gorsalitz — Chief Judge

Donald Halstead
Curtis Bell
Patricia Conion

Others

Prosecutor — Jeffrey Fink
Sheriff — Richard Fuller
Treasurer — Mary Balkema
Courty Clerk/Register of Deeds — Timothy Snow
Strveyor — Gary I Hahn
Drain Commissioner — Palricia Crowley
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Office of Finance

201 West Kalamazoo Avenue, Kalamazoo, Michigan 49007
Phone: (269) 384-8090 - Fax: (269} 383-6448 -

www. kalcounty.com

Tracie L. Moored, Director, Finance and Administrative Services

Peter M. Battani, County Administrator/Controtier

June 19, 2013

Kalamazoo County Board of Commissioners
County of Kalamazoo, Michigan
Kalamazoo, Michigan 49007

Members of the Board:

We are pleased to submit the Comprehensive Annual Financial Report of the County of Kalamazoo,
Michigan (the County), for the year ended December 31, 2012. The basic financial statements
included 1in this report have been audited by BDO USA, LLP, an independent firm of certified public
accountants. This report is prepared for the purpose of disclosing the County’s financial condition to
its electorate, elected officials, and other interested parties.

This report consists of management’s representations conceming the finances of the County.
Conseguently, management assumes full responsibility for the completeness and reliability of all
information presented in this report. To provide a reasonable basis for making those
representations, management of the County has established a comprehensive internal control
framework designed to protect the government’s assets from loss, theft, or misuse and to compile
sufficient reliable information for the preparation of the County’s financial statements in conformity
with generally accepted accounting principles (GAAP}. Because the cost of internal controls should
not outweigh their benefits, the County’s comprehensive framework of internal controts has been
designed to provide reasonable rather than absolute assurance that the financial statements will be
free from material misstatement. As management, we assert, to the best of our knowledge and
belief, this financial report is complete and reliable in all material respects.

One of the goals of the County’s audited financial statements is to provide reasonable assurance that
the financial statements for the year ended December 31, 2012, are free of material misstatement.
The independent audit involved examining, on a test basis, evidence supporting the amounts and
disclosures reported in the financial statements; assessing the accounting principles used and any
significant estimates made by management; and evaluating the overall financial statement
presentation. The independent auditors concluded, based upon the audit, that there was a
reasonable basis for rendering an unqualified opinion and that the County’s financial statements for
the year ended December 31, 2012, are fairly presented in conformity with GAAP. The independent
auditors’ report is presented as the first component of the financial section of this report.

The independent audit of the financial statements of the County was part of a broader, federally
mandated “Single Audit” designed to meet the special needs of the federal grantor agencies. The
standards governing Single Audit engagements require the independent auditors to report not only on
the fair presentation of the financial statements, but also on the audited government’s internal
controls and compliance with legal requirements, with special emphasis on intemal controls and legal
reqguirements involving the administration of federal awards. These reports are found on Pages 157 to
160.
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GAAP requires management to provide a narrative introduction, overview, and analysis to accompany
the basic financial statements in the form of Management’s Discussion and Analysis (MD&A). This
letter of transmittal is designed to complement MD&A and should be read in conjunction with it,
The County’'s MD&A can be found immediately following the independent auditors’ report.

Profite of the Government

The County of Kalamazoo, Michigan, the ninth most populous county in the state of Michigan,
encompasses an area of approximately 576 square miles with the 2012 estimated census population
of 254,580, and is located in the southwest portion of Michigan’s Lower Peninsula. It is
approximately 75 miles southwest of lLansing, the state capital. The County is empowered by the
state to levy a property tax on real and personal properties located within the County.

The County is composed of 15 townships, five villages, and four cities. The year 2010 population of
the County resides as follows: townships (119,130), cities {124,367}, and villages (6,834). The
County seat is located in the City of Kalamazoo, which is the largest municipality in the County. The
County was organized as a county by the territorial legislature on July 30, 1830.

The County is governed by the County Board of Commissioners (the County Board), which in 2012,
consists of 17 members. The County Board is responsible for establishing policies, adopting the budget,
appointing committee memberships, and hiring the County Administrator/Controller and Corporation
Counsel. The Administrator/Controller is responsible for carrying out the policies set forth by the County
Board and overseeing the day-to-day operations of the County. The County Board is elected on a partisan
basis every two years from districts of approximately the same size. The other five elected officers of
the County are elected on a partisan basis serving four-year terms,

The County provides a full range of municipal services. These services are either mandated by the
state statute or authorized by the County Board. These include legisiative, judicial, public works,
public safety, health, welfare, cultural, recreation, transportation, public improvements, and
general administrative services.

The annual budget serves as the foundation for the County’s financial planning and control. All
departments of the County are required to submit requests for appropriations to the
Administrator/Controller. These requests form the basis for the development of a proposed budget.
The Administrator/Controlter will present to the County Board a recommended budget for
consideration and deliberation. After the review is completed, a public hearing will be held at an
annual meeting and the budget will be adopted. The budget is appropriated at the departmental
level. The budget is prepared at the fund, department, and account level. Department directors
may request transfers within fund appropriations under their administrative control. Transfers of
appropriations between departments or fund require approval of the board, Appropriation increases
also require approval by the County Board. Budget-to-actual comparisons are provided in this report
for each individual governmental fund for which an appropriated annual budget has been adopted.
The General Fund is found on Page 30 as part of the basic financial statements for the governmental
funds. For governmental funds, other than the General Fund, this comparison is found starting on
Page 102.
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Financial Condition Factors

Local Economy. As the entire state experiences declining shifts in the economy, the County has
managed to collectively remain sustainable. The area has a diversified employment base adding to
the strength of the local economy. In the last several years, the unemployment rate has reported
more favorable results than the state or national rates. Major employers in the area are found in the
pharmaceutical, banking, health, and education sectors. As economic indicators change, the County
will continue to monitor budgetary impacts.

For the last four years, the County property tax base has decreased. Forecasting declines has
allowed the County to proactively make budgetary decisions to minimize reactionary impacts to core
services. A large percentage of County revenue comes from the state and local property taxes.
With these realities in mind, budget recommendations focus on continuing the prudent, long-term
fiscal policies of the Board of Commissioners, supporting mandated and essential services, and
protecting the public safety and welfare.

Long Term Financial Planning. The County completes a ten-year analysis during each budget cycle
and updates them frequently to ensure that budgetary impacts are considered. Based on these
projections and economic indicators, budget policies have been adopted to impiement a base line
spending reduction. The Board of Commissioners are committed to ensure long-term fiscal stability
of the County. The County has operated cautiously over the past several years making sound
financial decisions.

The County monitors budgetary spending throughout the year. Quarterly projections are prepared
and spending goals are reviewed based on analysis. Future forecasting projects revenues in the next
two years to potentially decline. The County will continue to align expenditures to these indicators.

Capital Improvement. In 2012, the County has designated 16.17% of general operating to capital

improvement initiatives. A Capital Improvement Committee has been designated to review annual

funding requests. The committee ensures standard criteria are met before projects are considered,

An anatlysis is completed on each qualifying item. Authorizations are granted based on committee
recommendations. ' '

For major capital items, a Facilities Master plan workgroup has been established. The primary
mission of this body is to assess and develop a countywide Facilities Master plan. This completed
project included a property manual update with physical descriptions of all buildings, a facilities
audit with planned maintenance, and projected long-term capital improvement reguirements. The
plan is a working document that guides long-term asset construction and renovation projects.
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Relevant Financial Policies. The Budget Stabilization Policy was adopted in 1980. Currently, this
fund retains $2.5 million. This reserve was established to ensure an amount was encumbered for an
unforeseen situation, which could create an inability to balance revenues and expenditures in future
budget adoptions. It is the intent of the policy that any amount utilized for these situations requires a
ptan of action for reimbursement to the fund.

In 2011, to solidify the County Board commitment to financial responsibility, a Fund Balance Policy
was adopted. Recognizing Governmental Accounting Standards Board Statement No. 54, the target of
unassigned General Fund balance to General Operating Revenues wilt be 20%. It is the intent that
should the General Fund Balance ftuctuate above or below this target by 5% or more, Administration
will make recommendations to the County Board to adhere to the policy objective. The 2012
unrestricted and committed fund balance in comparison to revenues was 25.4%.

Major Initiatives. Budgetary pressures have continued to be placed on the County. In 2012, long-
term pressures resulted from diminished revenue streams and long-term facility needs. In an effort
to remain committed to providing essential services, a strategic initiative has been outlined and
utilized. The County has created a strategic plan that is reviewed monthly to emphasize framework
in the following areas: Human Services, Economic and Regional Development, Customer Service and
Accountability, and Community Safety and Justice. In 2012, the following strategic initiatives were
enhanced or completed.

= Jail Improvement Funding

In 2005, operational reductions were made to facilitate savings of $5 million annually. These
funds were set aside in a reserve fund to initiate savings to construct much needed jail
improvements without utilizing a millage increase. In 2011, the County’s goal of generating
approximately $25 million was accomplished. in 2011, construction was authorized. Completion
of this pre-funded project will be final in 2013.

w  Facilities Assessment and Master Plan

In recognition of the County’s long-term facilities needs, an extensive Facilities Assessment was
completed at the end of 2011. This assessment identified properties and developed a long-term
cost analysis of $30 million over the next 15 years. Beginning with the 2011 budget, the County
Board earmarked $3.5 million to initiate a County Public Improvement Fund. In 2012, an
additional $11 million was earmarked, during the budget process; the Board will determine
additional dollars to commit to the preservation of facilities needs.

A formal Master plan has been submitted and adopted by the Board to achieve $40 million of
construction and maintenance over the next five years. The funding of these projects is
facilitated through contributions to the Capital Improvement fund.
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s  Transparency and Accountability - Economic Vitality incentive Program (EVIP)

The Economic Vitality Incentive Program (EVIP) was issued for Counties in 2012. Each
municipality that received State Revenue Sharing must fulfill three specific requirements to be
eligible to receive State distributed payments. The three required categories are Accountability
and Transparency, Consolidation of Services, and Employee Compensation. In 2012, The County
outlined and implemented a ptan to fulfill its obligations as out lined by the State of Michigan.

«  Governmental Collaboration

Recognizing the benefits of collaborative efficiencies, the County, with other local
municipalities, has begun reviewing processes that could be combined with other governmental
agencies to create efficiencies. In 2012, a purchasing partnership with two othér municipalities
was launched. Purchasing greater quantities together atlows for greater discounted prices. We
continue to evaluate areas where this creates positive scenarios.

Awards and Acknowledgements

The Government Finance Officer's Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the County of Kalamazoo,
Michigan, for its comprehensive annual financial report for the fiscal year ended 2011. This was the
thirteenth consecutive year that the government has achieved this prestigious award. In order to be
awarded a Certificate of Achievement, a government must publish an easily readable and efficiently
organized comprehensive annual financial report. This report must satisfy both generally accepted
accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a peried of one year only. We believe our current report
continues to meet the Certificate of Achievement Program requirements and we are submitting it to
the GFOA to determine its eligibility for a certificate.

The preparation of this report on a timely basis would not have been accomplished without the
cooperation of all involved in the financial accounting process. We want to thank members of the
Kalamazoo County Board of Commissioners for your interest and support in planning and conducting
the financial operations of the County in a responsibte and progressive manner. ' B

Respectfully submitted,

ol

Peter M. Battani
County Administrator/Controller

Jrn o Mewred

Tracie L. Moored
Director, Finance and Administrative Services
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Independent Auditor’s Report

Board of Commissioners
County of Kalamazoo, Michigan
Katamazoo, Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
husiness-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of the County of Kalamazoo, Michigan (the
County}, as of and for the year ended December 31, 2012 (September 30, 2012, for certain
component units) and the related notes to the financial statements, which collectively comprise
the County’s basic financial statements, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes 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.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
did not audit the financial statements of the Kalamazoo County Road Commission, the
Kalamazco Community Mental Health and Substance Abuse Services (KCMHSAS) or the
Kalamazoo County Transportation Authority, which represents 93%, 93% and 93% respectively, of
the assets, net posifion, and revenues of the component units. Those financial statements were
audited by other auditors whose reports thereon have been furnished to us, and our opinion,
insofar as it relates to the amounts included for the Kalamazoo County Road Commission,
KCMHSAS and the Kalamazoo County Transportation Authority, are based solely on the reports of
the other auditors. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.



An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements 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
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

As described in Note 11 to the basic financial statements, the Authority adopted the provisions
of Governmental Accounting Standards Board Statement No. 63, Financial Reporting of Deferred
Outflows of Resources, Deferred Inflows of Resources, and Net Position, as of January 1, 2012.

Opinions

In our opinion, based on our audit and the report of other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund and the aggregate remaining fund information of the County,
as of December 31, 2012, and the respective changes in financial position and where applicable,
cash flows thereof and the respective budgetary comparison for the General Fund, the Law
Enforcement Fund, and the Health Fund for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis on pages 9 through 20 be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board 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 and other auditors 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 inguiries, 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.



Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the County’s basic financial statements. The accompanying supplementary
information, such as the introductory section, combining and individual fund financial
statements, and statistical sections are presented for purposes of additional analysis and are
not a required part of the basic financial statements. The accompanying schedule of
expenditures of federal awards, as required by office of management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations, Supplemental Schedule of
Expenditures by Service, and Schedule of Federal Pass-Through Funds & Subrecipients, are
presented for purposes of additional analysis and is not a required part of the financial
statements. The supplementary information, such as the combining and individual fund financial
statements, the Schedule of Expenditures of Federal Awards, Supplemental Schedule of
Expenditures by Service, .and Schedule of Federal Pass-Through Funds to Subrecipients are the
responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the basic financial statements. The information
has been subjected to the auditing procedures applied in the audit of the financial statements
and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America by us
and other auditors. In cur opinion, based on our audit, the procedures performed as described
above, and the report of the other auditors, the accompanying supplementary information is
fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The introductory section and the statistical section have not been subjected to the auditing
procedures applied in the audit of the basic financial statements, and accordingly, we do not
express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 19,
2013 on our consideration of the County’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 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 County’s internal control over financial
reporting and compliance.

BAD oA eer

Kalamazoo, Michigan

June 19, 2013
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County of Kalamazoo, Michigan

management Discussion and Analysis

As management of the County of Kalamazoo, Michigan (the County), we offer readers of the
County’s financial statements this narrative overview and analysis of the financial activities of the
County for the fiscal year ended December 31, 2012. We encourage readers to consider the
information presented here in conjunction with additicnal information we have furnished in our
letter of transmittal, which may be found on Pages 1 to 5 of this report.

Financial Highlights

= The assets of the County exceeded its liabilities at the close of the most recent fiscal year by
$184,999,018 (net position}. Of this amount, $84,929,658 {unrestricted net position) may be used
to meet the government’s ongeing obligations to citizens and future creditors.

= The government’s total net position increased by $3,429,368.

e As of the close of the current fiscal year, the County’s governmental funds reported combined
ending fund balances of $51,774,049 a decrease of $12,974,401 in comparison with the prior year.
Approximately 39% of this total amount, 520,320,881 is available for spending at the government’s
discretion (unassigned fund balance).

e At the end of the current fiscal year, unassigned fund balance for the General Fund was
$20,320,881 {42.8%) of the total General Fund expenditures, not including transfers out.

s+ The County’s total long-term obligations decreased by $7,783 during the current fiscal year.,
Overview of the Financial Statements

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

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

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

The Statement of Activities presents information showing how the government’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise o 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 perieds (e.g., uncollected taxes and earned but unused vacation teave).



County of Kalamazoo, Michigan

Management Discussion and Analysis (Continued)

Both of the government-wide financial statements distinguish functions of the County that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The governmental activities of the County include general
government, public safety, highways and streets, health and welfare, recreation and culture, and
judicial. The business-type activities of the County include the Kalamazoo-Battle Creek International
Airport, the Tax Revision, and the Delinquent Tax Revolving Funds.

The government-wide financial statements include not only the County itself (known as the primary
government}, but also the following legally separate entities: Depariment of Human Services, Economic
Development Corporation, Road Commission, Transportation Authority, Prainage Districts, Lake Level
Districts, Land Bank Authority, and Kalamazoo Community Mental Health and Substance Abuse Services,
Financial information for these component units is reported separately from the financial information
presented for the primary government itself.

The government-wide financial statements can be found on Pages 21 to 24 of this report.

Fund Financial Statements, A fund is a grouping of related accounts used to maintain control over
resources that have been segregated for specific activities or objectives. The County, similar to other
state and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the County are 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 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 funds Balance Sheet and the governmental funds Statement of
Revenues, Expenditures, and Changes in Fund Balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

The County presents 43 individual governmental funds. Informaticn is presented separately in the
governmental funds Balance Sheet and in the governmental funds Statement of Revenues,
Expenditures, and Changes in Fund Balances for the General Fund, Law Enforcement Fund, Health
Fund, and the General County Public iImprovement Fund, all of which are considered to be major funds.
Data from the other 39 governmental funds are combined into a single, aggregated presentation.
Individual fund data for each of these non-major governmental funds is provided in the form of
combining statements elsewhere in this report.

The County adopis an annual appropriated budget for its General Fund. A budgetary comparison
statement has been provided for the General Fund te demonstrate compliance with this budget.

The basic governmental fund financial statements are found on Pages 25 to 42 of this report.
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Management Discussion and Analysis (Continued)

Proprietary Funds. The County maintains three different types of proprietary funds. Enterprise funds
are used to report the same functions presented as business-type activities in the government-wide
financial statements. The County uses enterprise funds to account for the Airport Fund, the Delinquent
Tax Revolving Fund, and the Tax Reversion Fund. Internal service funds are used to accumulate and
allocate costs internally among the County’s various functions. The County uses an Internal Service
Fund to account for its employee benefits program, infarmation systems activity, technology systems,
Nazareth facility lease program, Central Stores activity, and a personnel pool. Because these services
predominately benefit governmental rather than business-type functions, they have been included
within governmental activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements,
only in more detail. The proprietary fund financial statements provide separate information for the
Airport Fund, the Delinquent Tax Revolving Fund, and the Tax Reversion Fund, all of which are
considered to be major funds of the County. The County’s six internal service funds are presented in
the proprietary fund financiat statements in the Governmental Activities - Internal Service Fund
column. Also, individual fund data for the internal service fund is provided in the form of combining
statements elsewhere in 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 statements
because the resources of those funds are not available to support the County’s own programs. The
accounting used for fiduciary funds is similar to proprietary funds.

Notes to the Basic 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 are found on Pages 43 to 77 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information concerning the County’s progress in funding
its obligation to provide pension and other post-retirement benefits to its employees. This required
supptementary information is included in the Required Supplementary Information section on Pages 78 to
79.

Government-Wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. In the case of the County, assets exceeded liabilities by $184,999,018 at the close of the most
recent fiscal year.

A substantial partion of the County’s net position (49.8%) reflects its investment in capital assets (e.g.,
land, buildings, machinery, and equipment), less any related debt used to acquire those assets still
outstanding. The County uses these capital assets to provide services to citizens; consequently, these
assets are not available for future spending. Although the County’s investment in its capital assets is
reported net of related debt, it should be noted the resources needed to repay this debt must be
provided from other sources since the capital assets themsetves cannot be used to liquidate these
liabilities.

11
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Management Discussion and Analysis (Continued)

County of Kalamazoo, Michigan - Net Position

Governmental Activities Business-Type Activities Total
December 31, 2012 2011 2012 2011 M2 2011
Assets:
Current and
other assets S 104,862,307 5 112,874,404 § 31,535,043 § 29,908,473 § 136,397,350 S 142,781,577
Capital assets,
net of accumulated
depreciation 69,002,637 49,801,939 59,596,706 61,733,191 128,599,343 111,535,130
Total Assets $ 173,864,944 § 162,676,343 § 91,131,749 § 91,641,364  § 264,996,693 § 154,317,707
Liabilities:
Long-term liabilities
autstanding § 45,114,102 § 44,741,885 § 7,520,000 § 7,900,000 § 52,634,102 & 52,641,885
Other liabilities 26,953,760 19,665,742 409,813 440,430 27,363,573 20,106,172
Total Liabilities © 72,067,862 64,407,627 7,929,813 8,340,430 79,997,675 72,748,057
Net Position:
Investment in capital
assets, net of
related debt 39,987,637 20,075,223 52,076,706 53,833,191 92,064,343 73,908,414
Restricted 8,005,017 7,953,745 - - 8,005,017 7,953,715
Unrestricted 53,804,428 70,239,778 31,125,230 29,467,743 84,929,658 99,707,521
Total Net Position 101,797,082 98,268,716 83,201,936 83,300,934 184,999,018 181,569,650
Total Liabilities and
Net Pasition § 173,864,944 S 162,676,343  § 91,131,749 § 91,641,364 - § 264,996,693 § 254,317,707

An additional portion of the County’s net position (4.3%) represents resources that are subject to
external restrictions (statutes, special voted millage, bond covenants, or granting agencies} on how
they may be used. Restricted net position increased by $51,302 from prior year primarily the result of
the receipt of grant funding for the County’s operations. There is no restricted net position reported in
connection with the County’s business-type activities. The County may use the remaining balance of
unrestricted net position of 584,929,658 (45.9%) to meet its ongoing obligations to citizens and

creditors.

At the end of the current fiscal year, the County is able to report positive balances in all three
categories of net position, both for the government as a whole, as well as for its separate
governmental and business-type activities.

12
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Management Discussion and Analysis (Continued)

County of Kalamazoo, Michigan - Changes in Net Position

Governmental Activities Business-Type Activities Total
Year Ended December 31, 2012 2011 2012 2011 2012 2011
Revenues:
Program revenues:
Charges for services § 17,308,649 § 17,345,739 § 8,013,213 & 9,240,846 $ 25,311,862 § 26,586,585
Operating grants and
contributiens 40,244,963 44,209,089 528,096 114,992 40,773,059 44,174,081
Capital grants and
contributions - - - 1,066,540 8,364,153 1,066,540 8,364,153
General revenues:
Property taxes 47,231,113 48,405,162 - - 47,231,113 48,405,162
Other 384,078 44,613 - - 384,078 44,613
Unrestricted
investment earnings 1,131,114 2,102,983 22,247 59,095 1,153,358 2,162,078
Total Revenues 106,299,914 112,107,586 9,630,096 17,779,086 115,530,010 129,886,671
Expenses;
General government 16,560,972 14,685,317 - - 16,560,972 14,685,317
Public safety 25,317,944 25,723,553 - - 25,317,944 25,723,553
Public warks 79,790 133,937 - - 79,790 133,937
Health and welfare 36,491,664 38,749,470 - - 36,491,664 18,749,470
Recreation and cutfure 4,241,319 4,013,029 - - 4,241,319 4,013,029
Legislative 973,686 971,453 - - 973,686 971,453
Judicial 19,273,929 13,540,568 - - 19,273,929 19,540,568
Community Economic
Development 61,1H 81,132 - - 61,191 81,132
Interest and fiscal charges 1,396,053 1,461,542 - - 1,396,053 1,461,542
Tax reversion - - 666,526 537,829 666,526 537,829
Airport operations - - 7,437,568 7,755,404 7,437,568 7,795,405
Total Expenses 104,396,548 105,360, 001 8,104,094 8,293,234 112,500,642 113,653,235
Increase in Net Position
Before Transfers 1,903,366 6,747,585 1,526,002 9,485,852 3,429,368 16,233,437
Transfers In {Out} 1,615,000 1,275,000 (1,625,000} {1,275,000) -
Change in Net Position 3,528,366 8,022,585 (98,998) 8,210,852 3,429,368 16,233,437
Net Position,
beginning of year 98,268,716 90,246,131 83,300,934 75,090,082 181,569,650 165,336,213
Net Position, end of year § 101,797,082 S 98,268,716 § 83,201,936 § 83300,934 5 184,999,018 § 181,569,650
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County of Kalamazoo, Michigan

Management Discussion and Analysis (Continued)

The County’s net position increased by $3,429,368 during the current fiscal year. This growth
represents the degree to which increases in ongoing revenues such as property taxes, capital grants
and contributions, and user fees have outstripped similar increases in ongoing expenses. In addition,
the County implemented certain cost-cutting measures to stay within its budgetary limits.

Governmental Activities. Governmental activities increased the County’s net position by $3,528,366.
This growth represents the degree to which increases in ongoing revenues such as property taxes,
capital grants and contributions, and user fees have outstripped similar increases in ongoing expenses.
The chart below represents Governmental Activities program revenues and the associated expenses.

BExpenses

BProgram Revenues
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County of Kalamazoo, Michigan

Management Discussion and Analysis (Continued)

For the most part, increases in operating expenses closely paralleled inflation and growth in the
demand for services.

Business-Type Activities. Business-type activities decreased the County’s net position by $98,998. The
key elements of this decrease consists of the following:

e The Airport operations resulted in $1.5 million of the decrease in net position. This is due to the
planned use of carryover for operating costs of two terminal buitdings and operating revenues
lower than budgeted.

s The Delinquent Tax Revolving Fund saw an increase in net position in the amount of $1,473,020
essentially offsetting the airports losses. This is a result of an increase in collection of delinquent
taxes, collections of penalties, interest, and collection fees, as well as minimal associated

eXpenses,

B Expenses

O Program Revenues
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County of Kalamazoo, Michigan

Management Discussion and Analysis {Continued)

County of Kalamazoo, Michigan - Financial Analysis of Funds

As noted earlier, the County uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

Governmental Funds. The focus of the County’s governmental funds is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the
County’s financing requirements. In particular, unassigned fund balance may serve as a useful measure
of a government’s net resources available for spending at the end of the fiscal year,

The County implemented Governmental Accounting Standards Board (GASB) Statement 54, Fund
Balance Reporting and Governmental Fund Type Definitions, which changed the classification of fund
balances and clarified the definitions of governmental fund types. Fund balance components have been
classified as non-spendable, restricted, committed, assigned and/or unassigned based primarily on the
extent to which the County is bound to observe constraints imposed on the use of the resources of the
fund.

Committed Fund Balance, the largest component of fund balance, at 43.8% of total, is at $22.7 million.
Spending of these resources is constrained by the Board of Commissioners. These commitments are for
General County Public Improvement fund capital expenditures that are one-time in nature with $18.4
million for new buildings and renovations outlined in our Facilities Master Plan and $4.3 million in the
General Fund for the County’s capital equipment needs.

Restricted fund balances make up approximately S8 million {15.7%) of the fund balance. Spending of
these resources is constrained by externally imposed (statutory, bond covenant, contracts, or grantors)
timitations on their use. Uses include $5.1 million for activities in the spedial revenue funds primarily in
Public Safety and Health and Welfare and $2.5 million for budget stabilization of the General Fund. The
remaining amounts are for debt service and capital.

Assigned fund balance represents 1.2% of total fund balance with spending constrained by the Board of
County Commissioners. Assignments include $583,200 in the General Fund for an appropriation of the
existing fund balance for the 2013 budget.

Unassigned fund balance represents the General Fund remaining fund balance and is available to
support general operations of the fund. The unassighed amount represents 39.2% of the total
governmental fund balances.

The General Fund is the chief operating fund of the County. At the end of the current fiscal year,
unassigned fund balance of the General Fund was 520,320,881, while total fund balance amounted to
§27,866,004. As a measure of the General Fund’s liquidity, it may be useful to compare beoth
unassigned fund balance and total fund balance to total fund expenditures. Unassigned fund balance
represents 31.4% of total General Fund expenditures and transfers out, while total fund balance
represents 43.1% of that same amount.

The fund balance of the County’s General Fund decreased by $4,296,079 during the current fiscal year.,

The key factor in this change is transfers to other funds for capital needs associated with
implementation of the Facilities Master Plan.
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County of Kalamazoo, Michigan

Management Discussion and Analysis (Continued)

The lLaw Enforcement Fund accounts for specific revenue derived from a special voter approved
millage, state and federal grants, charges for services, and are to be expended as dictated by legal,
regulatory, or administrative requirements. At the end of the current fiscal year, restricted fund
balance of the Law Enforcement Fund was $829,154. The fund balance of the County’s lLaw
Enforcement Fund decreased by $126,470 during the current fiscal year. The key factors in this change
were lower property tax collections due to declining values and one-time capital expenditures that
required the use of budgeted reserves.

The Health Fund accounts for special revenue set aside for the purpose of providing health protection
for people within the County. Revenues are provided through state and federal grants and General
Fund appropriations. The Health Fund saw no change in fund balance.

The General County Public Improvement Fund was established to account for renovation/construction
projects perfarmed on the County facilities. These projects are funded primarily by the General Fund.
In 2006, the County implemented a five-year plan to reduce the general operating budget by a phased-
in approach. This was to recognize there was no plan in place at the state level to replace the
estimated $5,300,000 revenue sharing payments. The State of Michigan again changed the makeup of
the revenue sharing payments to Counties with their 2012 budget and the County continued the $3.9
million transfer of the State Shared Revenue payments into the General County Public Improvement
Fund to pay for capital facility needs. The fund balance decreased in the amount of $8,396,669 due to
the construction payments for the expanded jail in the amount of $19,273,824 bringing the total in the
fund to $18,387,782.

Proprietary Funds. The County’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

Unrestricted net position of the Airport Fund at the end of the year amounted to $5,601,013. The net
position for the Delinquent Tax Revolving Fund amounted to $24,212,330 and the net position for the
Tax Reversion Fund totaled $1,167,195. The Airport Fund had a total decrease in net position of
51,530,559, the Delinguent Tax Revolving Fund experienced an increase in net position of §1,473,020
and the Tax Reversion Fund saw a decrease in net position in the amount of $51,507. Other factors
concerning the finances of these two funds have already been addressed in the discussion of the
County’s business-type activities.

General Fund Budgetary Highlights

Differences between the original budget and the final amended budget revenues were a decrease of
$144,900 and differences between the original budget and the final amended budget expenditures
were 52,829,400 or a 5.4% increase in appropriations and are briefly summarized as follows:

s $246,300 decrease in police contracting revenues received from other municipalities.

+  $1,179,000 increases in capital outlay.

= The $7,395,500 change in Other Sources (Uses) with increases in transfers in and decreases in
transfers out due to revised projections based on actual expense and additional transfer to the
General County Public Improvement Fund for capital needs.
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County of Kalamazoo, Michigan

Management Discussion and Analysis (Continued)

Differences between the final amended budget and actual results are briefly summarized as follows:

Revenues:

Taxes - $799,893. This revenue variance is a result of a greater amount of current tax collections in
than was projected.

Charges for Services - $248,724. This positive revenue variance is primarily the result of increases in
real estate transaction related revenues in the Clerk’s Office.

Fines and Forfeitures - $-179,526. This revenue shortfall is primarily the resuit of a decrease in
collections of ordinance fines and costs in the District Court.

Expenditures:

Public Safety - $510,748. This activity was under budget primarily due to lower than anticipated costs
for salary cost, delay of vehicle purchases and various inmate related expenses.

General Government - $688,044. This activity was under budget due to lower than expected costs for
elections, Prosecuiing Attorney’s Office and utilities.

Other - 5$5,089,780. This activity was under budget due to contingencies and reserves. No events
occurred to necessitate contingency expenditures and lower than expected insurance costs.

Capital Outlay - $1,335,649. This favorable budget variance was primarily due to the timing in the
comptletion of the capital projects.

Transfers Out - $324,650. This is primarily related to the Health Fund and the Friend of the Court and
is due to a combination of underutilization of operating budgets, and increases in federal and state
grants.

Capital Asset and Debt Administration

Capital Assets. The County’s investment in capital assets for its governmental and business-type
activities as of December 31, 2012, amounts to approximately $128.6 mitlion (net of accumulated
depreciation). This investment in capital assets includes land, buildings and improvements, land
improvements, furniture, machinery and equipment, vehicles and construction in progress. The total
increase in the County’s investment in capital assets for the current fiscal year was 15% (an increase of
39% for governmental activities and a decrease of 3% for business-type activities).

The major capital asset event during the current fiscal year was work on the Jail Improvement Project,
which is scheduled for completion in 2013.
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County of Kalamazoo, Michigan

Management Discussion and Analysis {Continued)

County of Kalamazoo, Michigan - Capital Assets

(In thousands and net of depreciation)

Governmental Business-Type
Activities Activities Total

December 31, 2012 2011 2012 2011 2012 2011

Land $ 3,755 & 2442 § 3,868 5 388 $ 7,623 S 6,310
Canstruction in progress 19,658 1,742 999 471 20,657 2,213
Capital assets in progress 231 58 - 231 58
Intangible easements 121 107 - - 121 167
Land improyements 8,095 6,581 17,528 19,229 25,623 25,810
Buildings and improvements 32,317 33,790 32,113 33,075 64,430 66,865
Machinery and equipment 3,297 3,234 5,089 5,090 8,386 8,324
Motor vehicles 1,529 1,848 - 1,529 1,848
Total $ 69,003 § 49,802 § 59,597 § 61,733  § 128,600 & 111,535

Additional information on the County's capital assets are found in Note 5 on Pages 61 to 63 of this

report.

Long-Term Obligations. At the end of the current fiscal year, the County had total long-term
obligations outstanding of $52,634,102. The County obligations represent bonds and associated
premiums secured solely by specified revenue sources (i.e., revenue bonds), compensated absences to
be liquidated by the appropriate fund, and net OPEB obligation.

County of Kalamazoo, Michigan - Outstanding Long-Term Obligations

(In thousands)

Governmental Business-Type
Activities Activities Total

December 31, 2012 2011 2012 2011 2012 2011
Primary Government;

Compensated absences $ 3,321 § 3,459 § -5 § 3,321 § 3,459

Bonds and notes 33,319 35,438 7,520 7,900 40,839 43,338

OPEB obligation 8,474 5,845 - - 8,474 5,845
Total S 45,114 S5 44742 § 7,520 S 7900 § 52,634 & 52,642

The County’s total obligation decreased by $7,783 or .01% during the current fiscal year.
Decreases in compensated absences and in bonds and notes were offset almost exactly by an

increase in the OPEB obligations.
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County of Kalamazoo, Michigan

Management Discussion and Analysis (Concluded)

The County maintains an “AA” rating from Standard & Poor’s and “Aa3” rating from Moody’s for its
general obligation debt. State statutes limit the amount of general obligation debt a governmental
entity may issue to 10% of its total state equalized valuation.

The current debt limitation for the County is $848,757,531, which is significantly higher than the
County’s outstanding general obligation debt. Additional information on the County’s long-term
obligations is found in Note 6 on Pages 64 to 67.

Economic Factors and Next Year’s Budget and Rates

« The unemployment rate for the County, as of April, 2013, is currently 6.2%, which is a decrease in
the rate from a year ago. This compares favorably to the state’s average unemployment rate of
8.2% and lower than the national average rate of 7.1%.

e Inflationary trends in the region compare favorably to national indices.

e Property values decreased by .44% in 2013,

These factors were considered in preparing and monitoring the County’s budget for the 2013 fiscal
year.

During the current fiscal year, unassigned fund balance in the General Fund is $20,320,881. The County
has an assigned amount of $583,200 for spending in the 2013 fiscal year budget. This has allowed the
County to adopt a balanced budget and eliminates the need to raise taxes or charges above the current
recommended levels during the 2013 fiscal year.

Requests for Information

This financial report is designed to provide a general overview of the County’s finances for all those
with an interest in the County’s finances. Questions concerning any of the information provided in this
report or requests for additional financiat information should be addressed to:

Finance Director
County of Kalamazoo, Michigan
201 West Kalamazoo Avenue
Kalamazoo, Michigan 49007
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County of Kalamazoo, Michigan

Government-Wide Financial Statements
Statement of Net Position

Primary Government

Business-
Governmental Type Component
December 31, 2012 Activities Activities Total Units
Assets:
Cash {Note 3) 5§ 23,718,217 & 8,762,980 § 32,481,197 S 15,854,568
Investments (Note 3) 53,912,310 8,716,523 62,628,833 11,763,919
Receivables:
Accounts 3,158,020 1,468,149 4,626,169 3,699,780
Taxes, current - 11,157,332 - 11,157,332 -
Taxes, delinguent’ 208,213 9,550,345 9,758,558 -
interest 243,107 1,899,015 2,142,122 -
Loans 108,000 - 108,000 -
Intergovernmental 9,944,113 366,340 10,310,453 2,562,391
Inventories 146,146 46,805 192,951 7,399,530
Prepaid expenses 356,409 8,246 364,655 859,358
Bond discount - 51,435 51,435 -
Bond issuance costs 242,832 81,942 324,774 -
Other assets 52,978 - 52,978 596,328
Unearned loss - 510,391 510,391 -
Restricted assets:
Cash {Note 3) 1,614,630 8,335 1,622,965 -
Receivables - 64,537 64,537 -
Land (Note 5) 3,755,182 3,868,097 7,623,279 21,617,859
intangible easements (Note 5) 121,504 - - 121,504 -
Capital assets in progress (Note 5) & 230,754 - 230,754 -
Construction in progress (Note 5) 19,658,098 998,635 20,656,733 -
Capital assets, net of accumulated
depreciation (Note 5) 45,237,099 54,729,974 99,967,073 98,645,516
Total Assets $173,864,944 § 91,131,749 $264,996,693 $ 162,999,249
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County of Kalarnazoo, Michigan

Government-Wide Financial Statements

Statement of Net Position

Primary Government

Business-
Governmental Type Component
December 31, 2012 Activities Activities Total Units
Liabilities:
Checks issued against future deposits  § 14,705,814 S - § 14,705,814 5 -
Accounts payable 3,512,452 211,896 3,724,348 10,125,552
Retainage payable 1,304,680 - 1,304,680 -
Accrued liabilities 2,103,490 139,681 2,243,171 1,329,177
Interest payable 348,504 40,438 388,942 -
Intergovernmental payable 1,188,523 - 1,188,523 2,875,152
Liability for estimated claims 1,110,904 - 1,110,904 -
Other payables 67,804 13,717 81,521 9,560
Unearned revenue 2,611,589 4,081 2,615,670 2,097,817
Noncurrent liabilities (Note 6):
Due within one year 2,905,182 575,000 3,480,182 927,711
Due in more than one year 42,208,920 6,945,000 49,153,920 -
Total Liabilities 72,067,862 7,929,813 79,997,675 17,364,969
MNet Position:
nvested in capital assets,
net of related debt 39,987,637 52,076,706 92,064,343 120,263,375
Restricted:
Budget Stabilization 2,500,000 - 2,500,000 -
KCLBA - - - 6,039,852
KCMHSAS - - - 4,637,443
Special Revenue Grants;
Law Enforcement 829,154 - 829,154 -
Health 34,219 34,219 -
Other 4,641,644 4,641,644
Unrestricted 53,804,428 31,125,230 84,929,658 14,693,610
Total Net Position 101,797,082 83,201,936 184,999,018 145,634,280

Total Liabilities and Net Pasition

$ 173,864,944 § 91,131,749

$264,996,693

$ 162,999,249

See accornpanying notes to basic financial statements.
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County of Kalamazoo, Michigan

Government-Wide Financial Statements
Statement of Activities

Program Revenues

Charges Operating Capital
for Grants and Grants and
Year Ended Decemnber 31, 2012 Expenses Services Contributions Contributions
Primary Government:
Governmental activities:
Generat government S 16,560,972 $§ 5,530,702 S 4,239,285 § -
Public safety 25,317,944 2,094,447 1,877,706 -
Public works 79,790 103,093 79,749 -
Health and welfare 36,491,664 1,710,269 24,679,271 -
Recreation and culture 4,241,319 3,073,186 2,159,040 -
Legislative 973,686 - - -
Judicial 19,273,929 4,796,952 7,149,876 -
Community Economic Development 61,191 - 60,036 -
Interest and fiscal charges 1,396,053 - - -
Total governmental activities 104,396,548 17,308,649 40,244,963 -
Business-type activities:
Delinquent tax - 2,663,575 - -
Tax reversion 666,526 1,040,019 - -
Airport operations 7,437,568 4,309,619 528,096 1,066,540
Total business-type activities 8,104,004 8,013,213 528,096 1,066,540
Total Primary Government S 112,500,642 5% 25,321,862 § 40,773,059 S 1,066,540
Component Units:
Kalamazoo County Land Bank Authority § 1,583,067 § 78,600 S 4,737,741 § 7,825
Road Commission 17,522,844 156,912 12,911,394 5,445,447
Kalamazoo Community Mental Health
and Substance Abuse Services 128,606,025 2,226,042 122,822,816 -
Other 5,772,249 59,591 1,093,173 -
§ 153,484,185 § 2,521,145 § 141,565,124 $ 5,453,272

Totat Component Units

General Revenues:

Property taxes levied for operating

Other

Unrestricted investment earnings

Total General Revenues

Transfers In (Out)

Total General Revenues and Transfers

Change in Net Position

Het Position, beginning of year

Net Position, end of year
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County of Kalamazoo, Michigan

Government-Wide Financial Statements
Statement of Activities

Net Revenue {(Expense) and Changes in Net Position

Primary Government

Business-
Governmental Type Compaonent
Activities Activities Total Units
S  (6,790,985) § -8 (6,790,985) -
{21,345,791) - (21,345,791) -
103,052 - 103,052 -
(10,102,124} - (10,102,124) -
990,907 - 990,907 -
(973,686) - (973,686) -
(7,327,101 - (7,327,101) -
(1,155) - (1,155) -
{1,396,053) - (1,396,053) -
(46,842,936) - (46,842,936) -
- 2,663,575 2,663,575 -
- 373,493 373,493 -
- (1,533,313) {1,533,313) -
- 1,503,755 1,503,755 -
(46,842,936) 1,503,755 (45,339,181) -
- - - 3,241,099
- - - 990,909
- - - (3,557,167)
- - - (4,619,485)
- - - (3,944,644)
47,231,113 - 47,231,113 -
384,078 - 384,078 6,359,567
1,131,111 22,247 1,153,358 75,213
48,746,302 22,247 43,768,549 6,434,780
1,625,000 (1,625,000) - -
50,371,302 (1,602,753) 48,768,549 6,434,780
3,528,366 {98,998) 3,429 368 2,490,136
98,268,716 83,300,934 181,569,650 143,144, 144
5 101,797,082 S 83,201,936 S 184,999,018 S 145,634,280

See accompanying notes to basic financial statements.
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John Faul, Deputy County Administrator
201 West Kalamazoo Avenue * Kalamazoo, Michigan 49007

%
2,

- Phone: (269) 384-8111 » Fax: (269) 384-8032
- A

TO: Board of Commissioners
FROM: John Faul, Deputy County Administrator
CC: Peter Battani, County Administrator/Controller

Tracie Moored, Director of Finance & Administrative Services
Thom Canny, Corporate Counsel

DATE: July 16, 2013

SUBJECT:  Facilities Master Plan Update

At the July 16, 2013 Committee of the Whole, we will present a progress report on the
following Facilities Master Plan (FMP) projects: Animal Care Resource Center, Gull
Road Court Facility, and Healy Street Center. There is action requested on the Gull Road

Court Facility and the Healy Street Center as noted below.

Animal Care Resource Center (ACRC)

No action necessary July 16, 2013. However, we plan on presenting a Memorandum of
Understanding (MOU) with the Humane Society at the August 6, 2013 meeting for
consideration.

As explained at previous meetings, we have been in discussions with the Humane Society
to develop a jointly operated ACRC at an existing site. The Humane Society would
purchase and remodel the building, and we would lease space. It was projected this
collaborative effort would result in a more efficient and safe shelter at a lower cost than if
we built a facility on our own. However, we needed to examine the financial details to
determine if the collaboration as proposed would be feasible. At this point, it appears that
the monetary obligations we could comfortably recommend to the Board are not
sufficient to proceed with this site at this time.

However, Administration would like to continue working with the Humane Society
through an MOU that outlines our commitment for a defined period such as through the
end of 2014. The last numbers we considered were $650,000 up front commitment with
$200,000 per year for twenty years lease obligation. We would be responsible for our
share of the utilities. In return, we would occupy approximately 19,000 square feet of
space built to our needs. We believe the Humane Society could use this commitment as
leverage for a capital campaign drive that would fill the financing gap during the term of
the MOU. In the meantime, we will further investigate options to build our own facility.

to gOVEI"H.(.IG P!'Ot@ft...tﬂ Serve



Gull Road Court Facility (GRCE)

On the Consent Agenda for tonight’s meeting is a change order for additional soil
borings.

At this point in the project, we are within budget and following the time table as
previously outlined. We are finishing the schematic design portion. If the Board would
like, we can have Tower Pinkster provide an update of the project as it stands through
schematic design.

We will commence the design development phase later this month. As part of this, in the
near future we will bring for your consideration an option to have Tower Pinkster, the
Architect & Engineers, provide services for the design and procurement of furniture and
fixtures. This would come as a change order to their contract and would fall within the
established budget.

Healv Street Center

On the Consent Agenda for tonight’s meeting is the approval to issue a notice to proceed
with Frederick Construction, Inc. as the General Contractor for the Healy Street Center,
The final contract will be brought to the Board at the August 6, 2013 meeting. Since this
is a General Contractor arrangement, we ask the Board for $10,000 change order
authority for a single item, within the Construction Contingency line item, in order to
keep the project moving in a timely fashion. Approval of change orders would require the
sign off of the Deputy Administrator, Deputy Finance Director, and the Building &
Grounds Director.

In review, this project is a building adjacent to the Jail and will house Video Visitation,
the Office of Community Corrections, and State Probation & Parole. We have acquired
the site, demolished the existing structures, and have gone through the design and bidding
phases. We received five bids. Frederick Construction was the low base bid as well as the
low bid once alternate’s were considered. We are pleased with the bid amounts. Qur
preliminary construction budget was $4,777,520 with the verified construction bid being
$4,165,094. Once we add in 10% Contingency, 7% A&E Consultant Fees, and Owner’s
Administrative Costs (approximately $200,000), we are $450,000 below the preliminary
total budget of $5,455,850. We will provide a formal budget sheet in the near future.



Peter Battani, County Administrator
201 West Kalamazoo Avenue * Kalamazoo, Michigan 49007
Phone: (269) 384-81 11 « Fax: (269) 384-8032

To: Board of Commissioners
From: Peter Battani, Adminis
Date: June 20, 2013

Re: Bronson Park Art

We have received a request from the City of Kalamazoo and the Match-E-Be-Nash-
She-Wish Band of the Pottawatomi Indians of Michigan for $2,000 to go toward a Call
for Artists for an artwork in Bronson Park to commemorate the history of the Tribe in our
county and region. Attached is a memo from David Artley, who has been involved in
discussions since 2007 about a possible artwork for this purpose.

The issue of such an artwork surfaced in 2007 around the Fountain of the Pioneers.
Those of you who were on the Board of Commissioners at that time will remember this
and, at one point, Commissioners Taylor and Ansari were actually appointed by the
Board of Commissioners to serve on a committee with the Tribe and the City of
Kalamazoo. Itis important to note that the County of Kalamazoo is the actual owner of
Bronson Park and leases the Park to the City. Any substantive changes to the Park,
such as the creation of a new monument or artwork, must be approved by the Board of
Commissioners. That was the impetus for our involvement with this issue.

Administration recommends the contribution to this project in the amount of $2,000 and
that be the extent of any financial commitment we make to it. We encourage the
partners to raise private money for a work of artwork, and are willing to assist in that
effort. While the amount of money for the initial Call is small, we recognize this request
may be controversial in many respects, having to do with very different and conflicting
philosophical positions concerning public art, racial and cultural issues, and
interpretations of history. However, we still recommend proceeding as this would be a
positive step and development of the Park. If you support the request, we will have it for
action at your July 16 meeting.

Please call me if you have any questions or concerns about this issue.

C: Pioneers Issue Resolution Group

K:\Battani\BOC\2013\boc-memo-fountain of pioneers request-july 2 cow.doc
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Kalamazoo County

).( Health & (Community Services

Linda S. Vail, MPA
Director, Health Officer

To: Peter Battani

From: David Artl

Date: June 18, 2013

Re: Status of the Fountain of the Pioneers (FOTP)

This is a staff update on the FOTP community discussion. On May 1, 2007, the Fountain of the
Pioneers Issues Resolution Group met to study, discuss and recommend an approach to address
the communities concerns regarding the Fountain of the Pioneers to the appropriate governmental
units (Kalamazoo County, City of Kalamazoo, and Match-E-Be-Nash-She-Wish Band of
Pottawatomi Indians of Michigan —Gun Lake Tribe. The purpose of the group was:

To address the historical inaccuracies integral to the Foundation,
To reconcile past injustices,

To educate current and future generations, and

To facilitate community-wide healing.

While the fountain is a public sculpture, no matter the artist’s intentions, the group’s objectives were:

e Present an equally compelling and historically accurate portrayal of the injustices the tribe
has experienced as a result of:

o lts confinement within the aboriginal homeland, and
o lts subsequent removal from its Match-E-Be-Nash-She-Wish reservation (Kalamazoo)

¢ Provide the community with a sensitive and truthful depiction that honors and acknowledges
the Tribe’s past and present contributions to and future vision for the Kalamazoo area.

Many have been involved from across the communities. From the County, we have been constantly
active in the FTOP dialogue. A subcommittee of the Group has met three times and the large Group
met most recently on June 4, 2013. The summary of that discussion which is a beginning of a
solution to the FTOP issues is as follows:

e The Group recognizes the preservation, restoration and innovative public re-interpretation of
the FOTP,

o |ssuance of a Call to Artists through the Arts Council of Greater Kalamazoo for a compelling
artwork representing Tribal principles, that would be managed by the Arts Council of Greater
Kalamazoo, which when complete will be in Bronson Park.

e It is estimated that the initial cost of the Call to Artists would require $6,000 in start up funds
and respectfully requests that each of the three governmental units support the Call with a
$2,000 contribution. (City and Tribe have committed $2,000 each.)

e Continued cooperation and collaboration amongst the three units of government is critical to
reaching a meaningful and appropriate resolution of the issues regarding the FTOP.

3299 Gull Road * P.O.Box42 * Nazareth, MI 49074-0042
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