


NOTICE AND AGENDA
FOR
KALAMAZOO COUNTY BOARD OF COMMISSIONERS’
COMMITTEE OF THE WHOLE MEETING
JULY 21, 2015

PLEASE BE ADVISED that the Kalamazoo County Board of Commissioners has scheduled a
Committee of the Whole meeting on Tuesday, Ju v 21. 2015, at 4:00.p.m. for the purpose of:

Projected Time for Presentation & Discussion

Aeronautic Board Interviews (2) 4:00 - 4:30 p.m.

Review of Transfers and Disbursements {item Q.) — Tracie Moored 4:30 —4:35 p.m.
Southwest Michigan First Presentation — Ron Kitchens - 4:35-4.50 pm.
Audit Wrap Up — BDO 4:50 — 5:20 p.m.

Any other items
Executive Session
Adjournment — no.later than 6 p.m.

NN~

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

JULY 15, 2015
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 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

KALAMAZOO COUNTY GOVERNMENT

201 West Kalamazoo Avenue

Kalamazoo, Michigan 49007

TELEPHONE: (269)384-8111



ADMINISTRATIVE SERVICES
MEMORANDUM

TO: Board of Commissioners
FROM: Tina Becker
DATE: July 14, 2015

SUBJECT: Aeronautics Board Interviews

Mr. Bill Duggan and Mr. John Jones have served on the Aeronautics Board since September
2006. Their terms are expiring July 31, 2015 with both expressing an interest to serve another 3
year term that would expire July 31, 2018.

The Board Appointments Committee recommends interviewing Mr. Duggan and Mr. Jones as
well as one other candidate that applied. The interview schedule is as follows:

July 21, 2015
» 4:00 p.m. — Mr. Bill Duggan

> 4:15 p.m. - Ms. Cecile Muich

August 5, 2015
» 400 p.m. — Mr. John Jones

KAB&C\B&C Letters and Memos\Memo to Board\i5-07-21Aeronautics Interviews .docx




Tina M. Becker

From: David E. Reid

Sent: Tuesday, July 14, 2015 12:17 PM
To: Tina M. Becker

Subject: RE: Board terms

Good Afternoon, Tina.

Atits July 8, 2015 meeting, the Aeronautics Board of Trustees recommended ?enewmg the terms of Mr. Jones and Mr.
Duggan. The motion was made, and approved, by the Board.

Let me know if you have any questions, or require additional information,
Dave

Duvid Reid, CM

Airport Director

Kzlamazoo/Battle Creek International Alrport
5235 Portage Road

Kaiamazogo, Ml 45002

Phone: 269-388-3850

Fawx: 269~388—3667




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 2™
Thursday of each month at the Kalamazoo/Battle Creek International Airport, 5235 Portage Road,
Kalamazoo MI (2™ floor in the Administration Office). Contact: Airport Director Dave Reid
{269)388-3668

-Suggested Interview Questions-

1. Introduction of Beard 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)?l
C. Biggest opportunity (ies)?
6. We now have a new airport terminal, what can be done to attract more carriers and make fares

maore 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 M| (2nd floor,

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

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

KAB&C\AUESTION\Aeronautics Board-revised 7-10-13.docx
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KALAMAZQO COUNTY BOARD OF COMMISSIONERS
APPLICATION FOR APPOINTMENT TO:

The Kalamazoo County Aeronautics Board

Name William Duggan Occupﬁon Retired

Home Address § i
City |

Home Telephone
Cell Number_#8

Business Telephone__NA

E-mail address

Describe your interest in and motivation for becoming an Aeronautics Board Trustee.

I have been on the Board since its inception and continue to enjoy working with this team. | was on the Terminal Building
Committee as we planned and built the new terminal.

Indicate any background, experience, or skills you possess which would be advantageous fo the Aeronautics Board of 7
Trustees™. Please list any unique or valuable perspectives and/or resources you could bring to the Airport.

| | was formerly the Vice President of Corporate Services for Kellogg and had responsiblity for Travel and Aviation.

Volunteer, community, board experience:

Formerly on the Board of the Community Action Agency of Battle Creek (6 years).
Fresently serve on the Battle Creek City Bicycle Committee.

6/23/2015
Date of Application

ECEIVE

JUN 23 20

KALAMAZ00 couNTy
BOARD OF COMMISSICNERS




Board Attendance: John jones and Bill Duggan

Attendance

Mo/Yr J. Jones B. Duggan
Jul-12 Present Present
Aug-12 Present Present
Sep-12 Present Present
Oct-12 Present Present
Nov-12 Present Present
Dec-12 Absent Present
Jan-13 Absent Absent
Feb-13 Present Present
Mar-13 Absent Present
Apr-13 Present Present
May-13 Present Present
Jun-13 Present Present
Jul-13 Absent Present
Aug-13 Absent Present .
Sep-13 Absent Present
Oct-13 Present Present
Nov-13 Present Absent
Dec-13 Present Present
Jan-14 Present Present
Feb-14 Present Present
Mar-14 Absent Present
May-14 Present Present
Jun-14 Present Present
Jul-14 Present Present
Aug-14 Absent Present
Sep-14 Present Present
Oct-14 Absent Present
Nov-14 Absent Present
Jan-15 Present Present
Mar-15 Present Absent
Viay-15 Present Present
Meetings 31 31
# Present 21 28

# Absent i0 3
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KALAMAZOO COUNTY BOARD OF COMMISSIONERS

APPLICATION FOR APPOINTMENT TO:

The Kalamazoo County Aeronautics Board

&
Name Cecile Mutch Occupation_ St Director, Corporate Services, Kellogg
ﬁ%mg Rgdress . Dilhenn b
Street City
Home Telephone Business Telephone_§
Cell Numbeg | . E-mail address_{§

Describe your interest in and motivation for becoming an Aeronautics Board Trustee.

| negotiate corporate airline contracts for the Kellogg Company totaling over $35M and recently had to make a hard
decision to choose American over United for the good of the community, despite savings losses to Kellogg. 8 years ago |
moved Kellogg spend from United to American for significant savings, at the same time Pfizer did - which cost Kalamazoo
the loss of the United feeder service. | feel | owe it to the Board to share Kellogg leverage and goals so we might work
together to attract other cartiers. I'm passionate about filling Kalamazoo Airport with other airlines who can sustain
profitability and provide additional business travel access to the residents of the county and surrounding area. | have a
credible reputation with our current airline providers at AZO, as we formulate policy fo achieve market share goals on a
quarterly basis. | belive my unigue relationships would contribute greatly to the future growth of Kalamazoo/Battle Creek

Airport.

Indicate any background, experience, or skiils you possess which would be advantageous to the Aeronautics Board of
Trustees™. Please list any unique or valuable perspectives and/or resources you could bring to the Airport.

| serve on the Global Customer Advisory Board for Delta Airlines (One of 30 corporations represented), and have regular
face time with American and Southwest Airline leadership. I'm activly involved in Michigan Business Travel Association
and recently participated (June 24-25)in the Icbbying for aitline fare {ransparency and reduced TSA fees for the Global
Business Travel Association in Washington DC. | met with Fred Upton and staffers from Carl Levin and Debbie
Stabenow's offices in hopes of unfluencing reduces business travel expenses for my company. This exposure to public
service is cause for my recent inferest in the Aeronautics Board.

In addition to global contracts with the Delta JV (KLM, Air France, Alitalia, Virgin Airlines) , American JB (US Airways,
British Airways, Japan Airlines, Qantas) and Southwest(WN)domestic, | manage contracts for other Kellogg regions with
Singapore, Emirates, Aer Lingus, Avianca Taca and United/All Nippon Airlines.

Volunteer, community, board experience:

Delta Global Customer Advisory Board 2013-2015 term
Delta North American Customer Advisory Board 2011-2012 {disbanded to create a single, global board to which | was
invited)

Marriott Global Advisory Board 2007- present

Executive Women's Golf Association Board 2008-2011

United Way BC/Kalamazoo annual campaign volunteer/donation recruiter

AZO Airline Retention Board - Worked with Ken, Cliff and Dave since 2004 TN EPRAEBIlLVECS
U RS R
7/11/2014
Date of Application J UL 1
- 11 24
KALAMAZOO COUNTY
BOARD OF COMMISSIONERS




COUNTY OF KALAMAZOQ
RECOMMENDED TRANSFERS AND DISBURSEMENTS

JULY 21, 2015

Claims

TOTAL CURRENT CELAIMS

RELEASE OF FUNDS

Page 1

DISBURSEMENTS

2,378,000.39

2,378,000.39

2.10.



RECOMMENDED TRANSFERS AND DISBURSEMENTS

Department/Account

Circuit Court:

Equipment Maintenance
New Equipment - Circuit Court

Budget for courtrcom A/V control panels

District Court:

Printing & Binding
Equipment Maintenance

Realignment of operating budget
Adult Probation:

Internal Communications Expense
Equipment Maintenance

Realignment of operating budget

Health & Community Services:

Salaries, Other

Fringe Benefits

Postage-

Copy Charges

Office Supplies

Educational Materfals
Association Dues & Memberships
Internal Communications Expense
Travel

Advertising

Building Rental

Employee Training

Workshop Expenses

Computer Related Acquisitions
Salaries, Other

Fringe Benefits

Page 2

COUNTY OF KALAMAZOQO

JULY 21, 2015

101-132-931.00
101-444-958.02

101-136-727.00
101-136-931.00

101-151-849.00
101-151-931.00

221-222-704.00
221-222-710.00
221-203-728.00
221-203-729.00
221-203-730.00
221-203-732.00
221-203-807.01
221-203-849.00
221-203-860.00 -
221-203-901.00
221-203-940.00
221-203-956.00
221-203-957.74
221-203-968.01
221-203-704.00
221-203-710.00

Decrease

2,900

5,000

1,000

7,700
2,800
100
500
800
1,000
100
600
500
600
2,700
1,200
1,000
300

Increase

2,900

5,000

1,000

7,700
2,800



COUNTY OF KALAMAZGO

RECOMMENDED TRANSFERS AND DISBURSEMENTS

JULY 21, 2015

Department/Account
Health & Community Services (Continued):

Copy Charges

Office Supplies

Internal Communications Expense
Travel

Building Rental

Employee Training

Computer Related Acquisitions
Contractual Services

HCS reorganization adjustments

Service Fees

Miscellaneous Expense

New Eguipment, HCS

Purchase of nitrous flowmeter {BOC 6/16/15)
KCSD Grants:

911 Public Safety Training

State of Michigan - Training

State of Michigan - Training Expense

911 Public Safety Training Expense

Budget adjustment for increased revenue received

Page 3

221-201-729.00
221-201-730.00
221-201-849.00
221-201-860.00
221-201-940.00
221-201-956.00
221-201-968.01
221-203-808.00

221-204-895.02
221-204-957.00
101-444-958.13

207-007-600.94
207-007-635.20
207-007-956.19
207-007-956.32

Decrease Increase

200
800
2,000
200
5,000
400
300
500

1,700
300
2,000

3,200 R
14,300 R

14,300
3,200
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County of Kalamazoo

The following communication was prepared as part of cur audit, has consequential lmitations, and is intended solely for
the information and use of those charged with governance (e.g., Board of Directors and Audit Committeg) and, if
appropriate, management of the Company and is not intended and should not be used by anyone other than these
specified parties.

BDO USA, LLP, a Delaware Umited liabitity partnership, s the U.S, mamber of BDO International Limited, a UK
company limited by guarantee, and forms part of the international BDC network of independent member firms.

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

B




r: Tel: 269-372-0170 211 East Water Street
G Fax: 269-345-1666 Suite 300
) www, bdo, com Kalamazoo, Michigan 49007

June 26, 2015

Those Charged With Governance
County of Kalamazoo
Kalamazoo, Michigan

Professional standards require us to communicate with you regarding matters related to the
audit, that are, in our professional judgment, significant and relevant to your responsibilities in
overseeing the financial reporting process. On October 6, 2014, we presented an overview of
our plan for the audit of the financial statements of the County of Kalamazoo (the County) as of
and for the year ended December 31, 2014, 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 results of 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 look forward to discussing our audit, as well
as other matters that may be of interest to you, and to answer any questions you might have.

Respectfully,
BDO USA, LLP

BDO USA, LLF, a Delaware limited Vability partnership, is the U.5, member of BDG Intermational Umited, a UK company limited by guarantee, and forms part of
the international BDO network of independent member firms.

BDQ is the brand name for the BDO network and for each of the BDO Member Firms.
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Status of Our Audit

We have completed our audit of the financial statements as of and for the year ended December 31,
2014, Qur 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 misstaternents.

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

s+ We issued an unmodified opinion on the financial statements and released our report on June 26,
2015.

«  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 the County personnel throughout the course of our work.
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Results of Our Audit

ACCOUNTING PRACTICES, POLICIES, AND ESTIMATES

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 financial
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. '

« A summary of recently issued accounting pronouncements is included in this document.

»  The County adopted GASB Statement No. 68, Accounting and Financial Reporting for Pensions.

¢ There were no changes in significant accounting policies and practices during 2014.

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 include depreciation and liability for
estimated claims, and are disclosed in the financial statements.

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

AUDIT ADJUSTMENTS AND PROPOSED AUDIT ADJUSTMENTS

There were no audit adjustments related to accounts and/or disclosures that we brought to the attention
of management.

There were no proposed audit adjustments related to accounts and/or disclosures 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

¢« Qur conclusions regarding significant accounting estimates

« Financial statement presentation

4
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Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the County’s internal
control 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 opinion
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 control that might be significant deficiencies or material weaknesses.

We are required to communicate, in writing, to those charged with governance 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 of a
control does not allow management or employees, in the normal course of

performing their ‘assigned- functions, to prevent; or detect and correct
mlsstatements on a timely ba51s :

: A deﬁaency or combmation of deﬁaenmes in mternal control that is less
severe than a materiat weakness, yet 1mportant enough to ment attention
i by those charged w1th governance. o

§ A deﬁc1ency or combination of def1c1enc1es in mternal controt, such that:

} there is a reasonable possibility that a material misstatement of the

} County’s financial statements will not be prevented or. detected and
corrected on a timely basis. :

In conjunction with our audit of the financial statements, we noted no material weaknesses. However, we
noted significant deficiencies during our federal testing which are disclosed in the single audit section
schedule of findings and questioned costs of the Comprehensive Annual Financial Report.

We have also provided suggestions for improving the County’s internal controls in the attached
Memorandum Regarding Internal Control and Accounting Procedures.
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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:

Significant changes to planned
audit strategy or SIgmﬁcant risks
mltlally ldentlﬁed

. Obtam intormation from those
charged with governance
relevant to the audit

If apphcable nature and extent
of specialized skills or knowledge
needed related to s1gmf1cant :
I'ISkS ' o :

Consultatlons with: other
accountants

Dtsagreements w1th management :

Significant difficulties =
encounte’red d'uring the audit '

If applicable, other matters

significant to the oversight of the

County’s financial reporting
process, mcludmg complaints or

concerns regarding accountmg or

auditing matters

Representatwns requested from
management

There were no significant changes to the planned audit strategy or

significant risks initially identified and previously communicated to

those . charged with governance as: part of our Audit Planning

communications.

: The_re were no, matters noted relevant to the audit, including, but
‘not limited to: violations' or possible violations of “laws or
. regulations; risk of material misstatements, including fraud risks; or
- tips or complaints regarding the County’s financial reporting that we

were made aware of as a result of our fhquiry of those charged with

: governance

The nattre and extent of specialized skills or knOwledge _needed,
outside of the core engagement team, to perform the planned audit

* ‘procedures or- evaluate audit results related to: srgnlflcant risks
'lnvolved the use of actuary mformatlon e

'We are not aware of any consultations about accountlng or audltmg
matters between management and other independént.. public

accountants. Nor are we aware of opinions obtained by management
from other independent public accountants on the appllcatron of

: generally accepted accounting pnnc1ples

There were no dlsagreements w1th management about matters
".whether or not satisfactorily’ resolved, that -individually or in
" aggregate could be significant to the County s financial statements
or to our auditor’s report

" There were no SIgmﬁcant dlfflcult:es encountered dunng the audit.

There' are no other 'matters that we consider significant to the

oversight of the County's financial reporting process that have not
been prewously commumcated

Please refer to the management representatlon letter included

within this document.

6
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Independence Communication

Our engagement letter to you dated September 30, 2014, 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 to
independence as agreed to by the County. Please refer to that letter for further infarmation.

7
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Significant Accounting and Reporting
Matters

GASB Statement Ne. 67, Financial Reporting for Pension Plans
Amends GASB 25 and applies to ptan statements.

s Financial statements are basically the same as under GASB 25.
s Required to recognize net pension liability equal to the total liability less plan net position.

s Actuarial valuations required at least every two years.
= Discount rate will be long-term rate to extent of plan net posmon 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.

= Enhanced note disclosures.

s RSl to include 10 years of information as follows:
1) Schedule of changes in pension liability and related ratios
2) Schedule of employer contributions if actuarially determined
3) Schedule of investment returns

Effective Date: Year ended December 31, 2014
GASB Statement No. 68, Accounting and Financial Reporting for Pensions
Amends GASB 27 and applies to employer reporting of pension plans that are qualified trusts.

« Required to recognize net pension liability in full accrual statements.

» Liability equal to total liability less plan net position.

+ Requires more expense to be recognized immediately than in the past.
For modified accrual statements net pension liability recognized to the extent it is liguidated with
available expendable resources.

» Significant change for cost sharing multiple employer plans.

s Applies concepts of deferred inflows and outflows.

» Enhanced note disclosure and RSI schedules required by GASB 67.

Effective Date: Year ending December 31, 2015

GASB Statement No. 69, Government Combinations and Disposals 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 equity interest in a separate

entity.

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

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.

8
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Significant Accounting and Reporting
Matters

» |f a new government Is created, assets, liabilities, and deferred inflows/outflows are measured at
the carrying values of merging entities.

s Continuing governments report carrying values as if combination occurred at beginning of the
continuing government’s year.

s 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.

» 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 follow GASB standards.

¢ Acquisition value is a market-based entry price defined as one based on orderly 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 positicn acquired, in
which case the difference is reported as deferred outflows and amortized in rational systematic
manner.

« [f consideration is less than net position acquired, reduce acquisition values of noncurrent assets.

« (Can recognize contribution in certain cases.

= Acquisition costs are expensed.

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

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

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

s Transferee government reports net fund balance received as a Special Item in statement of
revenue, expenditures and changes in fund balance.

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

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

Disposals of Government Operations

= Disposing government recognizes gain or loss as a Special ltem.
¢ Only include costs directly associated with the disposal.

Examples are included in Appendix C.

Effective Date: Year ended December 31, 2014
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Significant Accounting and Reporting
Matters

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.

Does not apply to special assessment debt.

Requires a government to recognize a liability when there are qualitative factors that make it more likely
than not (more than 50%) that the government will make a payment on the guarantee.

“More likely than not” differs from GASB 62 and FASB 5 definition with regard to contingencies which
require liability if “probable™. '

Qualitative factors to consider include:

«  Bankruptcy
« Breach of debt contract (failure to meet debt covenants)

= 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 liability in full accrual statements but subject to expenditure recognition criteria
in modified accrual staterments.

Examples are included in Appendix C.
Effective Date: Year ended December 31, 2014

GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the
Measurement Date-an Amendment of GASB Statement No. 68

This Statement eliminates a potential source of understatement of restated beginning net position and
expense in a government’s first year of implementing GASB Statement No. 68, Accounting and Financial

Reporting for Pensions.

To correct this potential understatement, Statement 71 requires a state or local government, when
transitioning to the new pension standards, to recognize a beginning deferred outflow of resources for its
pension contributions made during the time between the measurement date of the beginning net pension
liability and the beginning of the initial fiscal year of implementation. This amount will be recognized
regardless of whether it is practical to determine the beginning amounts of all other deferred outflows
and deferred inflows of resources related to pensions. :

Effective Date: Year ending December 31, 2015 (simultaneously with GASB Statement No. 68)
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Significant Accounting and Reporting
Matters

GASB Statement No. 72, Fair Valve Measurement and Application

This Statement defines fair value and describes how fair value should be measured, what assets and
liabilities should be measured at fair value, and what information about fair value should be disclosed in

the notes to the financial statements.

Under Statement 72, fair value is defined as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date.
Investments, which generally are measured at fair value, are defined as a security or other asset that
governments hold primarily for the purpose of income or profit and the present service capacity of which
are based solely on their ability to generate cash or to be sold to generate cash.

Before the issuance of Statement No. 72, state and local governments have been required to disclose how
they arrived at their measures of fair value if not based on quoted market prices. Under the new
guidance, those disclosures have been expanded to categorize fair values according to their relative
reliability and to describe positions held in many alternative investments.

Disclosures should be organized by type or class of asset and include:
s Fair value and level classification
« Description of valuation technigues
Additional level 3 disclosures

+ Additional disclosures for investment in entities that calculate NAV per share
Reason for nonrecurring fair value measurements

Appendix includes examples on applying the definition of an investment and sample disclosures.

Effective Date: Year ending December 31, 2016
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Get to Know BDO

BDO delivers customized assurance, tax, financial advisory, and consulting services to clients of all sizes -
across industries, throughout the country, and arcund the globe. We offer numerous industry-specific
practices, world-class resources, and an unparalleled commitment to meeting the unique needs of every
client, large or small. We serve more than 400 publicly traded domestic and international companies,
among the thousands of companies we serve worldwide.

BDO’s culture and values establish a set of standards embodied by our work, our relationships and our
professionals. We are guided by our core values: put people first; be exceptional: every day, every way;
embrace change; empower through knowledge; and choose accountability.
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For more than 100 years, we have provided quality service and leadership through the active involvement
of our most experienced and committed professionals.

The firm serves clients through 58 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 1,328+ offices in over 150 countries.
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Get to Know BDO

BDO commits significant resources to keep our professionals and our clients up to date on current and
evolving technical, governance, industry, and reporting developments. Our thought leadership consists of
quarterly email updates, publications, surveys, practice aids, and tools that span a broad spectrum of
topics that impact financial reperting, as well as corporate governance. Our focus is not simply to
announce changes in technical guidance, regulations or emerging business trends, but rather expound on
how such changes may impact our clients’ businesses. Through our various webinar offerings, we reach a
broad audience and provide brief, engaging, just-in-time training that we make available in a variety of
ways to meet the needs of your busy schedule. The following provides a sample of our offerings, all of
which are readily available on our refreshed website at: htig:/Awww . bde.com.

BDO KNOWLEDGE WEBIMAR SERIES

An educational series designed to assist those charged with governance (e.g., Audit Committees) and
financial executives in keeping up to date on the latest corporate governance, risk management and
financial reporting developments. The program is multi-faceted and consists of complimentary CPE
webinars, podcasts and archived self-study courses, covering both broad and specific topics of interest,
publications and links to various BDO and external resources.

Additionatly, consider our monthly tax series that provides insights and perspectives on the tax issues
most important to our clients and their businesses. Visit our Event/Webinar page for a current listing of
programming available.

To subscribe to BDO publications, please register at BDO’s My Profile/Subscription Center at
httos:/fsubscriptions.bda, comy/ or RSS Feeds at Gito:/fveenw.bao.com/rss/ to have our latest news and
publications delivered directly to your desktop.

BOARD REFLECTIONS

The BDO Board Reflections resources include BDO's proprietary studies, publications, practicé aids, and
educational programs to keep board members of both public and private companies up to date on
emerging issues and trends to assist in fulfilling their corporate oversight responsibilities. Such resources
contain customized information for the various committees of the board. For example, refer to our
Effective Audit Committees in the Ever Changing Marketplace practical guide and related tools. Visit our
Insights page on htto:/fvrvvwe, bda, com/,

SIGNIFICANT ACCOUNTING AND REPORTING MATTERS

A quarterly digest of final and proposed financial accounting standards designed to help audit
committees, boards and financial executives keep up to date on the latest corporate governance and

financial reporting developments.

CLIENT ADVISORIES

Concise documents that provide timely commentary, analysis and insights on events and trends of interest
to management and boards of directors.
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Get to Know BDO

TAX NEWSLETTERS AND ALERTS

Updates with respect to federal, state, local, expatriate, and international developments, atong with
other specific tax planning and strategy considerations including specific practice areas such as
compensation and benefits, private client and individual filer services, transfer pricing, Foreign Account
Tax Compliance Act, etc.

TECHNICAL RESEARCH TOOLS

BDO uses Accounting Research Manager™ (ARM) as a primary source of insightful interpretations on GAAP,
GAAS and Securities and Exchange Commission rules. ARM is updated daily and is considered to be one of
the timeliest and most comprehensive online databases of analytical interpretations of accounting,

auditing and SEC matters. Access to ARM, and a number of other research tools, provides each
professional the technical research capability to respond immediately to client-specific technical issues.

BDO KNGWS FLASH REPORTS

Briefs about select technical and regulatory developments and emerging issues are made immediately
available to BDO professionals and to clients.

BDO KNOWS FINANCIAL REPORTING LETTERS

Publications containing more in-depth discussions and practical guidance on technical guidance affecting
both public and private entities.

INDUSTRY NEWSLETTERS, ALERTS, REPORTS, PROPRIETARY STUDIES AND SURVEYS

A variety of publications depicting specific industry issues, emerging trends and developments.
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Get to Know BDO

INDUSTRY EXPERIENCE

Industry experience has emerged at the 'top of the list of what businesses need and expect from their
accountants and advisors. The power of industry experience is perspective - perspective we bring to help

you best leverage your own capabilities and resources.

BDO’s industry focus is part of who we are and how we serve our clients, and has been for over a century.
We demonstrate our experience through knowledgeable professionals, relevant client work and

participation in the industries we serve.

For further information on the following BDO industries, please visit https://www. bdo corfindusiries,

&

Asset Management

Consumer Business

Financial Services

Gaming, Hospitality & Leisure
Government Contracting
Healthcare

Insurance

Manufacturing & Distribution

Natural Resources
Nonprofit & Education
Private Equity

Public Sector

Real Estate & Construction
Restaurants

Technology & Life Sciences
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Office of Finance and Administrative Services
201 West Kalamazoo Avenue » Kafamazoe, Michigan 49007
% Phone: (269) 384-8090 « Fax: {269) 383-6448 « www.kalcounty.com

Fracie k. Moored, Director

June 26, 2015

BDO US4, LLP
211 East Water Street, Suite 300
Katamazoo, Michigan 49007

Ladies and Gentlemen:

We are providing this letter In connection with your audit of the financial statements of the
County of Kalamazoo (the County) as of December 31, 2014 and for the year then ended for the
purpose of expressing an opinion as to whether the financial statements present fairly, in all
material respects, the financial 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 thal we are responsible for the preparation and fair presentation in the financial
statements of financial position, changes in net position, and cash flows in confermity with
accounting principles generally accepted in the United States of America,

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

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 fulfitled our responsibilities, as set out In the terms of the audit engagement
letter dated September 30, 2014, for the preparation and fair presentation of the
financial statements in accordanice with accounting principles generally accepted in the
United States of America.

{2} We have fulfilled our responsibility, as set eut in the terms of the aforementioned audit
engagement letter, for the design, implementation, and maintenance of internal contral
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 tiabilities under the entity’s control,

{4} 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 upon in the terms of the
aforementioned audit engagement letter.

to govern.. to profeci io serve
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(3)

(6)

(7)

®
9

(10)

(11)

(b} Minutes of the meetings of directors and committees of directors that were held
from January 1, 2014 to the date of this letter, or summaries of actions of recent
meetings for which minutes have nat yet been prepared.

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

There are no material transactions that have not been properly recorded in ‘the
accounting records underiying the financial statements or schedule of expenditures of
federal awards.

We acknowledge our responsibitity for the design, implementation, and maintenance of
internat control to prevent and detect fraud. We have disclosed te you the results of our
assessment of the risk that the financial statements may be materially misstated as a
result of fraud. We have no knowledge of any:

(a) Fraud or suspected fraud involving management or involving employees who have
significant roles in internal control, whether or not perceived to have a material
effect on the financial statements.

(b} Fraud or suspected fraud involving others where the fraud could have a material
effect on the finandal 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 a process o track the status of audit findings and recommendations.

We have identified fo you any previcus audits, attestalion engagements, and other
studies related to the audit objectives, and whether related recommendations have been
implemented.

We have no plans or intentions that may materially affect the carrying value or
classification of assets, liabilities, or net position balances.

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

(a) The identity of related parties and all related party relationships and transactions of
which we are aware, including revehues, 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 similar
arrangements.

{¢) Al derivative instruments and any embedded derivative instruments that reguire
bifurcation.
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{d)
(e}

()

{9)

(h)

Guarantees, whether written or oral, under which the County is contingentty liable,

Significant estimates and material concentrations known te management that are
required to be disclosed. In that regard, all accounting estimates that could be
material to the financial statements, including Key factors and significant
assumptions underlying those estimates, have been identified, and we believe the
estimates are reasonable in the circumstances.

The effects of all known actual or possible litigation, claims, and ather tiabilities or
gain or loss contingencies that are required to be accrued or disclosed, including:

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

» Written or oral guarantees, endorsements, or unused letters of credit;

¢ Unusual guarantees; or

e Labor claims or negotiations.

Loss contingencies are to be accrued if it is probable an asset has been impaired or
& Hability incurred at the statement of financial position 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 not probable) or the loss is
probable but the amount of toss cannot be reasonably estimated.

Commitments, such as:

o Major fixed asset purchase agreements;

e More-than-one-year employment arrangements or contracts with suppliers or
customers, or one-year-or-longer term leases;

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

o 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
ancther entity;

Joint venfures or other participations, the detailed transactions of which are not
carried on our books.

(12} There are no:

(a}

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, IRS,
Dept. of Commerce, state and municipal authorities) when the effects of failing to
file could be material to the financial statements) whose effects should be
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(13)

(14}

(15}

(16)

(+7)

(18)

(19)

considered for disclosure in the financial statements or as a basis for recording a
loss contingency.

(b) Unasserted claims or assessments that our lawyer has advised us are probable of
assertion and must be disclosed.

(c} Designation of net position disclosed to you that were not properly authorized and
appraoved, 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 sates or other charges arising on or befare 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.

No 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 taws,
regulations and provisions of contracts and grant agreements that we believe have a
direct and material effect on the determination of financial statement armounts.

We have complied with all restrictions on resources, including donor restrictions, and all
aspects of contractual and grant agreements that would have a material effect on the
financial statements in the event of noncompliance. This includes complying with donor
requirements to maintain a specific asset composition necessary to satisfy their
restrictions. :

With respect to federal award programs: -

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

(b) We have identified and disclosed to you all of our government programs and related
activities subject to OMB Circular A-133, and included in the SEFA expenditures
made during the audit period for all awards provided by federal agencies in the
form of grants, federal cost-reimbursement contracts, loans, loan guarantees,
property (including donated surplus property), cooperative agreements, interest
subsidies, insurance, food commedities, direct appropriations, and other direct
assistance. '
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{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 period, and we have
disclosed to you any significant assumptions and interpretations underlying the
measurement and presentation of the SEFA,

{d) if the SEFA is not presented with the audited financial statements, we will make the

audited financial statements readily available to the intended users of the SEFA no
tater than the date we issue the SEFA and the auditor’s report thereon.

{e) We are responsible for understanding and complying with, and have complied with

{f)

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.

We are responsible for establishing and maintaining, and have established and
maintained, effective 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, regulations 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.
Also, subsequent to the date as of which compliance was audited, no changes have
occurred in internal control over compliance or other factors that might
significantly affect internal control, including any corrective action we have taken
regarding significant deficiencies (including material weaknesses) in internal control
over compliance as reported in the schedule of findings and questioned costs.

{g) We have made available to you all contracts and grant agreements (including

amendments, if any} and any other carrespondence with federal agencies or pass-
through entities relating to each major federal program.

(h} We have received a request from a federal agency to audit one or more specific

{i)

programs as a major program.

We have complied, in all material respects, with the direct and material compliance
requirements (except for noncompliance disclosed to you), including when
applicable, those set forth in the OMB Circular A-133 “Compliance Supplement,”
retating to federal awards and have identified and disclosed to you all 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 any communications from grantors and pass-through
entities concerning possible noncompliance with the direct and material compliance
requirements, including communications received from the end of the period
covered by the compliance audit to the date of the auditor's report.
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{k) We have disclosed to you the findings received and related corrective actions taken
for previous audits, attestation engagements, and internal and external monitoring
that directly relate to the objectives of the compliance audit, including findings
received and corrective actions taken from the end of the period covered by the
compliance audit to the date of the auditor’s report.

() Amounts claimed or used for malching were determined in accordance with
relevant guidelines.

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

(n) 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.

{0) We have disclosed to you the nature of any subsequent events that provide
additional evidence about conditions that existed at the end of the reporting period
affecting noncomptiance during the reporting period.

{p) There are no known instances of noncompliance with direct and material
comptiance requirements that occurred subsequent to the period covered by the
auditor’s report. B

(q) Federal program financial reports and claims for advances and reimbursements are
supported 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.

(r} 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 applicable.

{s) We have monitored subrecipients to determine that they have expended pass-
through assistance awards in accordance with applicable laws and regulations and
have met the requirements of OMB Circular A-133.

{t) We have taken appropriate action, including issuing management decisions, on a
timely basis after receipt of subrecipients’ auditor's reports that identified
noncompliance with laws, regulations, or the provisions of contracts or grant
agreements to ensure that subrecipients have taken the appropriate and timely
corrective action on findings.

{u} We have considered the results of subrécipients’ audits and have made any
necessary adjustments to our books and records.

{v}) We have charged costs to federal awards in accordance with applicable cost
principles.

{w) We are responsible for, and have accurately prepared, the audilee section of the
Data Coliection Form as required by OMB Circular A-133. The final version of the
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applicable audit reporting package, which includes your signed auditor’s reports,
that we will submit to the Federal Audit Clearinghouse (FAC) will be identical to the
final version of such documents that you provided to us.

(xj We are responsible for, and have accurately prepared, the summary schedule of

prior audit findings required to be included by OMB Circular A-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.

{y) We have disclosed to you all contracts or other agreements with our service

organizations, and we have disclosed to you all communications from the service
organizations relating to noncompliance at the service organizations.

(20} We acknowledge our responsibility for the presentation of the required supplementary
information, and the required supplementary information is measured and presented in
accordance with prescribed guidelines. The methods of measurement or presentation
have not changed from those used in the prior period.

(21)

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 content of the financial
statements in the electronic format.

If your audit report is presented on our web site, the full financial statements upon
which you reported and to which you appended your signed report will be presented.

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 potential misrepresentation inherent in publishing financial information on our web
site through internal failure or external manipulation.

Our web site, which contains the electronic 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 financia!
statements will be provided on request.
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To the best of our knowledge and belief, no events, including instances of noncompliance, 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 reguire adjustment to or
disclosure in the aforementioned financial statements or in the schedule of findings and

questioned costs.

Very truly yours,

Wt . Veaed

Tracie L. Moored '
Director of Finance and Administrative Services

Lxsa Bradshaw a "
Deputy Finance Director



COUNTY OF KALAMAZOO, MICHIGAN

MEMORANDUM REGARDING
INTERNAL CONTROL AND ACCOUNTING PROCEDURES
YEAR ENDED DECEMBER 31, 2014

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

Prior Year Audit Recommendations

Sherriff's Department

During our review of the cash receipt, cash dishbursement, and inmate trust accounting procedures at
the Sheriff’s Department, BDO has the following recommendations:

Recommendations:
In the absence of the Sheriff’s Administrator, someone should take on the responsibilities of
confirming the direct deposit detail from EZ Card (Bank of America) to the amounts posted in

E7 card on a daily basis. During the 2014 audit, we noted this was implemented.

BDO noted no formal monthly reconciliation was being completed on the inmate trust-X Jail
account in conformity with accounting principles generally accepted in the United States of
America. As a result, BDO was unable to reconcile the bank confirmation to the inmate trust- X
Jail general ledger account. This is a repeat from prior years.

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.” During the 2014 audit, we
noted this was implemented.

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. During the 2014 audit, we noted this was implemented.

Management’s recommendation in the prior year was to hire a Finance Services Administrator
and this has not happened yet. We recommend hiring a full time accountant with an accounting
degree as soon as possible. This should eliminate these continuing control deficiencies.

During the 2014 audit, we noted this was implemented.

Page 1 of 2




COUNTY OF KALAMAZGOO, MICHIGAN

MEMORANDUM REGARDING
INTERNAL CONTROL AND ACCOUNTING PROCEDURES
YEAR ENDED DECEMBER 31, 2014

2014 Audit Recommendations

Sherriff's Department

During the 2014 audit, we reviewed the cash receipt, cash disbursement, and inmate trust accounting
procedures at the Sheriff’'s Department, BDO has the following recommendation:

Recommendation:
BDO noted no formal monthly reconciliation was being completed on the inmate trust-X Jail

account in conformity with accounting principles generally accepted in the United States of
America. As a resuft, BDO was unable to reconcile the bank confirmation to the inmate trust X
Jail general ledger account. This is a repeat from prior years.

Management’s response:

Kalamazoo Counfy Administration provided additional funding for a Financial Administrator in
the Sheriff’s Department. This position was hired in October 2014. A response from the Sheriff
addressing the status of this recommendation has not been received as of the issuance date of

this report.

In addition, during the 2014 audit, it was brought to our attention that the Sheriff's Department was in
violation of various Fair Labor Standards Act (FLSA) laws determined by the Department of Labor
through their analysis of payroll procedures.

Recommendation:
Based on our recommendations during the 2012 audit regarding payroll procedures, we recommend the
Sheriff's Department revisit those recommendations and determine the adequacy of the procedures in
place and implement the FLSA recommendations as soon as possible.

Management's Response
County Administration is in the process of revising non-union Personnel policies addressing time

reporting and the calculation of over-time along with implementing new timekeeping software
to ensure that the reporting and payment of overtime is in compliance with the Fair Labor
Standards Act. This will be completed in 2015. The Sheriff has transitioned to a 28 day schedule
to address certain areas identified by the Department of Labor. A response from the Sheriff
addressing the status of this recommendation has not been received as of the issuance date of

this report.
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CoUnty of Kalamazoo, Michigan
December 31, 2014

List of Gfficials

County Board of Commissioners

David Maturen - Chairperson
David Buskirk - Vice Chairperson
Carolyn Alford
Jeff Heppler
Brandt iden
Julie Rogers
Michael Seals
Phil Stinchcomb
John Taylor
Roger Tuinier
John Zull

Circuit Court Judges

Curtis Bell - Chief Judge

Paul Bridenstine
Gary Giguere, Jr.
Stephen Gorsalitz
Pamela Lightvoet
Alexander Lipsey

District Court Judges

Richard Santoni - Chief Judge

Anne E. Blatchford
Christopher T. Haenicke
Robert Kropf
Julie Phitlips
Vincent Westra

Probate Judges

Patricia Conlon
G. Scott Pierangeli

Others

Prosecutor - Jeffrey Getting
Sheriff - Richard Fuller
Treasurer - Mary Balkema
County Clerk/Register of Deeds - Timothy Snow
Surveyor - Gary Hahn
Drain Commissioner - Patricia 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
and Interim Controller '

June 26, 2015

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, 2014. The basic financial statements
included in 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 concerning the finances of the County.
Consequently, 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 intemal controls should not outweigh
their benefits, the County’s comprehensive framework of internal controls 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 retiable 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, 2014, 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 finandal statement
presentation. The independent auditors concluded, based upon the audit, that there was a
reasonable basis for rendering an unmodified opinion and that the County’s financial statements for
the year ended December 31, 2014, are fairly presented in conformity with GAAP, The independent
auditor’s 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 internal controls and
legal requirements involving the administration of federal awards. These reports are found on Pages 163
through 167.
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Page 2

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 auditor’s report.

Profile 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 2014 estimated census population
of 258,818, and is located in the southwest portion of Michigan’s Lower Peninsula. It is
approximately 75 miles southwest of Lansing, 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 2014,
consists of 11 members. The County Board is responsible for establishing policies, adopting the budget,
appointing committee memberships, and hiring the County Administrator and Corporation Counsel. The
Administrator 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 legislative, 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 Controller.
These requests form the basis for the development of a proposed budget. The Controller 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 tevel. 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 reguire
approval of the board. Appropriation increases also require approvat 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 93.
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Financial Condition Factors

lLocal Economy. As the entire state experienced declining shifts in the economy, the County
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 first time in five years, the County property tax base has increased. Forecasting and
budgetary stewardship have 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 implement a base line
spending reduction. The Board of Commissioners are committed te 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 2014, the County designated 13.90% of general operating to capital
improvement initiatives. A Capital Improvement Committee has been designated to review annuat
funding requests. The committee ensures standard criteria are met before projects are considered.
An analysis is completed on each qualifying item. Authorizations are granted based on committee
recommendations.

For major capital items, a Facilities Master plan has been established. The primary mission of this
plan is to account for and develop a countywide stratégy for facilities. 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 requirements, The plan is a
working document that guides long-term asset constiuction and renovation projects.

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
plan of action for reimbuirsement to the fund.
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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 will be 20%. It is the intent that
should the General Fund Balance fluctuate above or below this target by 5% or more, Administration
will make recommendations to the County Board to adhere to the policy objective. The 2014
unrestricted, uncommitted and unassigned fund balance in comparison to revenues was 24.90%.

Major Initiatives. Budgetary pressures have continued to be placed on the County. 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 2014, the following strategic initiatives were
enhanced or completed,

e Jail Improvement Construction

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 jait
improvements without utilizing a millage increase. In 2011, the County’s goal of generating
approximately 525 million was accomplished. In 2011, construction was authorized. Completion
of this pre-funded project occurred in 2014.

=« Courthouse iImprovement Funding

In 2012, the need to construct consolidated court space was apparent. This year the first phase
of construction began. Without bonding or millage assistance, the $25 million project will be
completed with capital dollars designated for facility purposes. The project is targeted for
completion in 2015.

s Facilities Assessment and Master Plan

A formal Master plan has been submitted and adopted by the Board to achieve $40 mitlion of
construction and maintenance over the next five years. The funding of these projects is
facilitated through contributions te the Capital Improvement fund.

= Governmental Collaboration

Recognizing the benefits of collaborative efficiencies, the County, with other local
municipalities, has begun reviewing processes that could be combined with other governmentat
agencies to create efficiencies. In 2014, partnering municipalities authorized the creation of the
911 Central Dispatch Authorities. This collaboration signifies the acknowledgement and benefits
of partnering to bring the most efficient and cost effective services to the taxpayers. This
establishment came from several years of dedication to a goal identified. The Authority
continues to be ditigent in the mission of creating a central authority.



Kalamazoo County Board of Commissioners
County of Kalamazoo, Michigan

June 26, 2015

Page 5

Awards and Acknowledgements

The Government Finance Officers 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 2014, This was the
fifteenth 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 period 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 responsible and progressive manner.

Respectfully submitted,

John Faul
Deputy Administrator/Interim County Administrator

oA eoed

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

Board of Commissioners
County of Kalamazoo, Michigan
Kalamazoo, Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discrefely 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, 2014 (September 30, 2014, 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 intemal 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 Kalamazoo
Community Mental Health and Substance Abuse Services (KCMHSAS) or the Kalamazoo County
Transportation Authority, which represents 96%, 96% and 95% respectively, of the assets, net
position, 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.

Opinions

in our opinion, based on our audit and the report of other auditors, the financial statements referred
to above present fairly, in all matenal 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, 2014, 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.

Emphasis of Matter

As described in Note 11 to the basic finandial statements, the County has adopted the provisions of
Governmental Accounting Standards Board Statement No. 68, Accounting and Financial Reporting for
Pensions and corrected the implementation of No. 65, Items Previously Reported as Assets and
Liabilities. Our opinion is not medified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America reguire that the
management’s discussion and analysis on pages 9 through 20 and the Schedule of Changes in
Employers’ Net Pension Asset and Related Ratios, Schedule of Contributions, and Schedule of
Funding Progress on pages 82 through 85 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
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.
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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 schedules, 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 to 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 basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic 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 our opinion, based on our audit, 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 pravide 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 26, 2015
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 LEA eer

Kalamazoo, Michigan

June 26, 2015
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County of Kalamazoo, Michigan
December 31, 2014

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, 2014. We encourage readers to consider the information presented
here in conjunction with additional 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 and deferred outflows of resources of the County exceeded its liabilities at the close of
the most recent fiscal year by 5208,024,358 (net position). Of this amount, $67,757,571
(unrestricted net position) may be used to meet the government’s ongoing obligations to citizens
and future creditors.

¢ The government’s total net position increased by $32,037,986. This is comprised of $7,488,618
from operations and $28,188,936 resulting from the implementation of GASB No. 68.

¢ As of the close of the current fiscal year, the County’s governmental funds reported combined
ending fund balances of $51,831,098, an increase of $1,444,641 in comparison with the prior year.
Approximately 45% of this total amount, $23,371,325 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
$23,371,325 (47%) of the total General Fund expenditures, not including transfers out.

e The County’s tatal long-term obligations increased by $117,410 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 financial
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, deferred outflows of
resources, liabilities, and deferred inflows of resources with the difference between them reported as
net position. Over time, increases or decreases in net position may serve as a useful indicator of
whether the finandial position of the County is improving or deteriorating.

The Statement of Activities presents informaticn 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 to the change occurs, regardless of the timing of related cash flows. Thus, revenues
and expenses are reported in this statement for some items that will only result in cash flows in future
fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).
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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 Reversion Fund, 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: Department of Human Services, Economic
Development Corporation, Road Commission, Transportation Authority, Drainage 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 te 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, govermnmental 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 37 individual governmental funds. Information 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 Improvement Fund, all of which are considered to be major funds.
Data from the other 33 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 adopts an annual appropriated budget for its General Fund. A budgetary comparison
statement has been provided for the General Fund to demonstrate compliance with this budget.

The basic governmental fund financial statements are found on Pages 25 to 2% of this report.

10



County of Kalamazoo, Michigan
December 31, 2014

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, information 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 Delinguent 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 financial 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 81 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
supplementary information s included in the Required Supplementary Information section on Pages 82 to
85.

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 and deferred cutflows of resources exceeded liabilities by
$208,024,358 at the close of the most recent fiscal year. The County implemented GASB No. 68 during
2014, resulting in recognizing a net pension asset of $28,188,936. The components of the net pension
asset consist of the total pension liability of $161,528,782 of the Kalamazoo County Employees’
Retirement System (the System) netted against the System’s Plan fiduciary net position of
$204,508,894 resulting in a net pension asset.

A substantial portion of the County’s net position (44%) 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 themselves cannot be used to liquidate these
liabilities.
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December 31,

County of Kalamazoo, Michigan - Net Position

Governmental Activities

Business-Type Activities Total

2014

2013

2014 2013 2014

2013

Assets:
Current and
other assets
Capital assets,

net of accumulated

$ 129,333,926 $ 105,536,768

$ 29,410,086 & 33,373,978  § 158,744,012

S 138,910,746

depreciation 81,399,762 71,368,576 55,900,694 57,449,667 137,300,456 128,818,243
Total Assets § 210,733,688 § 176,905,344 § 85,310,780 § 90,823,645 & 296,044,468 § 267,728,989
Deferred Qutflows of

Resources 5 602,296 § - 5 449,154 § 477,105 § 1,051,450 § 477,105
Liabilities:
Long-term Habilities .
outstanding $ 46,577,247 5 45,910,190 $ 6,802,784 S 7,356,493 5 53,380,031 § 53,266,683
Other tabilities 24,468,134 28,504,687 337,414 804,618 24 805,548 29,309,305
Total Liabilities 71,045,381 74,414,877 7,140,198 8,161,111 78,185,579 82,575,988
Deferred Inflows of
Resources 13,992,146 - - - 13,992,146 13,992,146
Net Position:
Net investment
in capital assefs 54,014,763 43,130,177 49,480,694 50,504,667 103,495,456 93,634,844
Restricted 36,523,766 7,707,379 247,565 - 36,771,331 7,707,379
Unrestricted 38,866,094 51,652,911 28,891,477 32,634,972 67,757,571 84,287,883

Total Net Position

§ 129,404,622 § 102,490,467

$ 78,619,736 § 83,139,639 § 208,024,358

$ 185,630,106

An additional portion of the County’s net position (17%) represents resources thal 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 $29,431,183 from prior year primarily the resutt
of the implementation of GASB No. 68 and the recording of the net pension asset. The County may use
the remaining balance of unrestricted net position of $67,757,571 (31%) 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.
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County of Kalamazoo, Michigan - Changes in Net Position

Governmental Activities Business-Type Activities Total
Year Ended December 31, 2014 2013 2014 2013 2014 2013
Revenues:
Pragram revenues:
Charges for services $ 16,368,876 § 17,120,471 § 7,847,205 $9,021,643 $ 24,216,081 § 25,142,114
Operating grants and
contributions 33,888,826 37,540,149 1,212,558 127,989 35,101,384 37,668,138 i
Capital grants and
contributions - - 1,538,535 640,768 1,538,535 640,768
General revenues:
Property taxes 51,140,600 49,321,723 - - 51,140,600 49,321,723
Other 1,647,760 651,375 - - 1,647,760 651,375
Unrestricted
investment earnings 1,784,898 311,87t 12,932 22,464 1,797,830 334,335
Total Revenues 104,830,960 104,945,589 10,611,230 9,812,864 115,442,190 114,758,453
Expenses: |
General government 17,791,407 18,178,504 - - 17,791,407 18,178,504
Public safety 25,452,319 26,770,373 - - 25,452,319 26,770,373
Public warks 843,526 118,527 - - 843,526 118,527
Health and welfare 28,763,908 33,943,431 - - 28,763,908 33,943,631
Recreation and cutture 4,690,557 4,746,386 - - 4,690,557 4,746,386
Legislztive 1,032,729 915,035 - - 1,032,729 915,035
Judicial 20,157,134 19,913,091 - - 20,157,134 19,913,091
Community Economic
Development 178,482 162,897 - - 178,482 162,897
Interest and fiscal charge: 1,268,294 1,334,349 - - 1,268,294 1,334,369
Tax reversion ' - - 630,876 812,633 630,876 812,633
Airpart operations - - 7,144,340 7,231,919 7,144,340 7,231,919
Total Expenses 100,178,354 106,082,813 7,775,216 8,044,552 107,953,572 114,127,365
Increase (Decrease) in Net Pasition
Before Transfers 4,652,604 {1,137,224) 2,836,014 1,768,312 7,488,618 631,088
Transfers In (Out) 7,614,391 1,830,609 (7,614,391}  (1,830,609) - - :
Change in Net Paosition 12,266,995 693,385 (4,778,377) (62,297) 7,488,618 631,088
Net Position,
beginning of year 102,490,467 101,797,082 83,139,639 83,201,936 185,630,106 184,999,018
GASB No. 65 Adjustment {Note 11) (14,525,549} - - - (14,525,549) 184,999,018
GASB No. 68 Adjustment {Note 11) 29,172,709 - 258,474 - 29,431,183 -
Restated Met Position,
beginning of vear 117,137,627 101,797,082 83,398,113 83,201,936 200,535,740 184,999,018
Net Position, end of year $129,404,622  5102,450,467 $78,619,736 %83,139,639 $208,024,358 $ 185,630,106
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The County’s net position increased by $29,431,183, this increase is composed of $29,172,709
increase for governmental activities and $258,474 increase for business-type activities, from the
implementation of GASB No. 68 and a decrease of $14,525,549 from the implementation of GASB
No. 65. The remaining increase of $7,488,618, during the current fiscal year, is composed of
$12,266,955 increase for governmental activities and a 54,778,377 decrease for business-type
activities. '

Governmental Activities. Governmental activities increased the County’s net position by
$12,266,955. This increase represents an increase in transfers in the amount of $5,783,782,
primarily for the County’s capital reserves and decreases in expenditures in the amount of
$5,565,891 primarily due the reduction of grant expenditures due to transfer of programs to non-
governmental entities. The chart below represents Governmental Activities program revenues and
the associated expenses.
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County of Kalamazoo, Michigan
December 31, 2014

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 $4,778,377.
The key elements of this decrease consist of the following:

e The Airport operations resulted in $284,102 increase in net position. This is primarily due to an
increase in capital contributicns for prior year expenditures.

s The Delinquent Tax Revolving Fund saw a decrease in net position in the amount of $5,307,238.
This is a primarily the result of the planned transfer to the County for capital reserves.

s The Tax Reversion Fund saw an increase in net position in the amount of $252,390. This is a result
of the higher than expected proceeds from the sale of foreclosed property.
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County of Kalamazoo, Michigan
December 31, 2014

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 rescurces. 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.

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 hound to observe constraints
imposed on the use of the resources of the fund.

Committed Fund Balance, one of the largest components of fund balance, at 44% of total, is at $22.6
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
$13.7 million for new buildings and renovations outlined in our Facilities Master Plan and $3.5 million in
the General Fund for the County’s capital equipment needs, $1.4 million for Law Enforcement, and
$4.1 million for Other Governmental Funds.

Restricted fund balances make up approximately $3.0 million (6%) of the fund balance. Spending of
these resources is constrained by externally imposed (statutory, bond covenant, contracts, or grantors)
limitations on their use. $2.5 million for budget stabilization of the General Fund. The remaining
amounis are for debt service, capital, and special revenue funds.

Assigned fund balance represents 5% of total fund balance with spending constrained by the Board of
County Commissioners. Assignments include $2.6 million in the General Fund for an appropriation of
the existing fund balance for the 2015 budget.

Unassigned fund balance represents the General Fund remaining fund balance. The General Fund
unassigned fund balance is available to support general operations of the fund. The unassigned amount
represents 45% 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 $23,371,325, while total fund balance amounted to
§32,091,773. As a measure of the General Fund’s liquidity, it may be useful to compare both
unassigned fund balance and total fund balance to tetal fund expenditures. Unassigned fund balance
represents 37% of total General Fund expenditures and transfers out, while tetal fund balance
represents 51% of that same amount.

The fund balance of the County’s General Fund increased by $3.5 million during the current fiscal year.
The key factor in this change is the rate that the revenues outpaced the operating expenditures.
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County of Kalamazoo, Michigan
December 31, 2014

Management Discussion and Analysis (Continued)

The Law 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 $1,388,521. The fund balance of the County’s Law
Enforcement Fund increased by $1,068,477 during the current fiscal year. The key factor for change
was lower than expected expenditures in public safety.

The Health Fund accounts for special revenue set aside for the purpose of providing health protection
for citizens within the County. Revenues are provided through state and federal grants and General
Fund appropriations. The Health Fund saw a minor change in fund balance, decreasing by $20,697.

The General County Public Improvement Fund was established to account for renavation/construction
projects performed on the County facilities. These projects are funded primarily by the General Fund.
The County continues to transfer a portion 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 52,814,307 due to the construction payments for a new court facility and the continued
implementation of the Facilities Master Ptan bringing the total in the fund to $13,664,347.

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

Unrestricted net position of the Airport Fund at the end of the year amounted to $6.7 million. The net
position for the Delinquent Tax Revolying Fund amounted to $19.7 million and the net position for the
Tax Reversion Fund totaled $2.4 million. The Airport Fund had a total increase in net position of
$284,102, the Delinquent Tax Revolving Fund experienced a decrease in net position of $5,307,238 and
the Tax Reversion Fund saw an increase in net position in the amount of $252,3%90. Other factors
concerning the finances of these three 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
$434,700 and differences between the original budget and the final amended budget expenditures
were $§2,463,100 or a 4.8% increase in appropriations and are briefly summarized as follows:

= 51,296,000 increase projected expenditures in Public Safety for expanded jail operational costs.

e 51,123,400 increases in capital outlay.

¢ The 5982,100 change in Other Sources {Uses) with increases in transfers in and decreases in
transfers out due to revised projections based on actual expense.

e 55,000,000 in transfers-infout associated with additional funding from the Delinquent Tax
Revolving fund for general county capital improvement reserves.

= 5250,000 increase in expenditures for Landbank appropriations.

e 51,200,000 increase in appropriations for State child care expenditures.
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County of Kalamazoo, Michigan
December 31, 2014

Management Discussion and Analysis (Continued)

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

Revenues:

Intergovernmental - $615,791. State revenue received for shared sales tax and convention &
facilities tax was higher than State projections.
Charges for Services - 5(654,589). This revenue variance is primarily the result of lower than

projected collections in the District Court for various fees and Sheriff Office State reimbursements
for care of prisoners.

Fines and Forfeitures - $-(468,149). This revenue shortfall is primarily the result of a decrease in
collections of ordinance fines and costs n the District Court.

Interest - $201,139. This revenue increase is primarily the result of a gain on investments held by
the Treasurer.

Other - $332,466. This revenue overage is a result of increased reimbursements for indirect costs
received through various grant funding sources and a one-time receipt of revenues related to an
accommodations tax negotiated agreement.

Expenditures:

General Government - $314,820. This activity was under budget due to lower than expected costs
for utilities.

Public Safety - $868,950. This activity was under budget primarily due to lower than anticipated
costs for salary cost related to expanded jail operational expenses.

Judicial - $745,932. This activity was under budget primarily due to lower than planned spending
by the Circuit Court for State child care appropriations lower than expected court appointed
attorney fees in the Circuit and District.

Other - 51,418,963, This activity was under budget due to contingencies, reserves, and lower than
anticipated insurance costs. No events occurred to necessitate contingency or reserve expenditures
or budget stabilization.

Capital Outlay - $1,283,929, This favorable budget variance was primarily due to the timing in the
completion of the capital projects.

Transfers Qut - $637,558. This is primarily related to the Health and the Child Care Fund 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, 2014, amounts to approximately $137.3 million (net of accumulated
depreciation). This investment in capital assets includes land, buildings and improvements, (and
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 6.6% (an
increase of 14% for governmental activities and a decrease of 2.7% for business-type activities).

The major capital asset event during the current fiscal year was continued work on a new court
facility, which is scheduled for completion in 2016.
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County of Kalamazoo, Michigan
December 31, 2014

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, 2014 2013 2014 2013 2014 2013

Land $ 3,839 S 3,839 $ 5,183 $ 3,868 § 9,022 & 7,707
Construction in progress 7,492 24,797 816 1,585 8,308 26,382
Capital assets in progress - 214 - - - 214
Intangible easements 147 121 - - 147 121
Land improvements 9,304 7,519 15,678 16,262 24,982 23,781
Buildings and improvements 56,479 30,846 30,312 31,185 86,791 62,031
Machinery and equipment 3,141 2,741 3,912 4,550 7,053 7,291
Motor vehicles 998 1,29 - - 998 1,291
Total $ 81,400 S 71,368 § 55,901 § 57,450 $137,301 §$128,818

Additional information on the County’s capital assets is 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 $53,338,634. 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 317, 2014 2013 2014 2013 2014 2013
Primary Government:

Compensated absences § 3,261 S 3,25 § -5 - %5 3261 § 3,25

Bonds and notes 30,038 31,544 6,761 7,311 36,799 38,855

OPEB obligation 13,279 11,110 - - 13,279 11,110
Total $ 46,578 § 4910 § 6,761 § 7311 $ 53,339 § 53221

The County’s total obligation increased by roughly $118,000 or .02% during the current fiscal year.
Decrease in bonds was offset by an increase in compensated absences and the OPEB obligation.
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County of Kalamazoo, Michigan
December 31, 2014

Management Discussion and Analysis (Concluded)

The County maintains an “AA+” rating from Standard & Poor’s (upgraded March, 2015) 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 $826,640,330, 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 66.

Economic Factors and Next Year’s Budget and Rates

¢« The unemployment rate for the County, as of April, 2015, is currently 4.2%, which is an increase in
the rate from a year ago. This compares favorably to the state’s average unemployment rate of
4.8% and is lower than the national average rate of 5.6%.

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

e Property values increased by 2.65% in 2015.

These factors were considered in preparing and monitoring the County’s budget for the 2014 fiscal
year.

During the current fiscal year, unassigned fund balance in the General Fund is $23,371,325. The County
has an assigned amount of $2,600,000 for spending in the 2015 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 2015 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 financial information should be addressed to:

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

December 31, 2014

Government-Wide Financial Statements

Statement of Net Position

Primary Government

Business-
Governmental Type Component
December 31, 2014 Activities Acfivities Total Units
Assets:
Cash S 14,680,054 § 10,304,649 $ 24,984,703 S 9,918,587
Investments 63,641,547 6,625,146 70,266,693 9,719,716
Receivables:
Accounts 2,272,886 1,568,316 3,841,202 9,395,024
Taxes, current 12,574,515 - 12,574,515 -
Taxes, delinquent 170,468 7,993,074 8,163,542 -
Bue from State of Michigan - 1,086,228 1,086,228 2,470,107
interest ' 322,665 1,453,441 1,776,106 -
Intergovernmental 6,639,147 - 6,639,147 22,137
Inventories 150,582 24,273 174,855 2,868,455
Prepaid expenses 123,479 2,371 125,850 823,505
Bond discount - 41,397 41,397 -
Other assets 160,940 - 160,940 159,162
Restricted assets:
Cash 656,272 14,233 670,505 -
Receivables - 49,393 49,393 -
Net pension asset 27,941,371 247,565 28,188,936 -
Land 3,838,956 5,182,498 9,021,454 22,649,976
Intangible easements 146,734 - 146,734 -
Construction in progress 7,492,359 815,681 8,308,040 581,048
Capital assets, net of
accumulated depreciation 69,921,713 49,902,515 119,824,228 101,398,907
Total Assets $210,733,688 § 85,310,780 $296,044,468 $ 160,006,624

Deferred Outflows of
Resources:
Net difference between
projected and actual
investment earnings on

pension plan investments  $ 602,296 § 5,336 5 607,632 ) -
beferred charge on airport
refunding bonds - 443,818 443,818 -
Total Deferred Outflows of
Resources S 602,296 S 449,154 5 1,051,450 S -
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County of Kalamazoo, Michigan
December 31, 2014

Government-Wide Financial Statements

Statement of Net Position

Primary Government

Business-
Governmental Type Component
December 31, 2014 Activities Activities Total Units
Liabilities:
Checks issued against
future deposits § 15,636,648 § - $ 15,636,648 ) -
Accounts payable 2,438,600 154,769 2,593,369 6,784,617
Retainage payable 673,032 - 673,032 -
Accrued liabilities 2,584,752 118,005 2,702,757 661,571
Interest payable 311,797 34,104 345,901 -
Intergavernmental payable 1,024,386 - 1,024,386 6,375,996
Liability for estimated claims 1,291,368 - 1,291,368 -
Other pavables 284,653 15,319 299,872 -
Unearned revenue 222,898 15,217 238,115 677,858
Noncurrent Liabilities:
Due within one year 2,725,788 640,000 3,365,788 852,200
Due in more than one year 43,851,459 6,162,784 50,014,243 210,000
Total Liabilities 71,045,381 7,140,198 78,185,579 15,562,242
Deferred Inflows of
Resources -
Levied property taxes 13,992,146 - 13,992,146 -
Net Position:
Net investment in capital assets 54,014,762 49,480,694 103,495,456 124,629,931
Restricted: :
Budget Stabilization 2,500,000 - 2,500,000 -
KCLBA - - - 2,521,802
Pension Funds 27,941,371 247,565 28,188,936 -
Special Revenue Grants:
Law Enforcement 1,388,521 - 1,388,521 -
Health 2,257 - 2,257 -
Other 4,691,617 - 4,691,617 -
Unrestricted 38,866,094 28,891,477 67,757,571 17,292,649
Total Net Position $ 129,404,622 5 78,619,736 $208,024,358 S 144,444,382

See accompanying notes to basic financial statements.
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County of Kalamazoo, Michigan
December 31, 2014

Government-Wide Financial Statements
Statement of Activities

Program Revenues

Charges Operating Capital
for Grants and Grants and
Year Ended December 31, 2014 Expenses Services Contributions Contributions
Primary Government:
Governmental activities:
General govemment S 17,791,407 S 4,953,679 §$ 5,019,816 -
Public safety 25,452,319 2,029,458 1,390,921 -
Public works 843,526 108,770 79,247 -
Health and welfare 28,763,908 1,685,714 17,251,266 -
Recreation and culture 4,690,557 3,524,463 2,562,781 -
Legislative 1,032,729 - - -
Judicial 20,157,134 4,066,792 7,584,795 B
Community Economic Developrment 178,482 - - -
Interest and fiscal charges 1,268,294 - - -
Total governmental activities 100,178,356 16,368,876 33,888,826 -
Business-type activities:
Delinguent tax - 1,987,138 - -
Tax reversion 630,876 1,243,266 - -
Airport operations 7,144,340 4,616,801 1,212,558 1,538,535
Total business-type activities 7,775,216 7,847,205 1,212,558 1,538,535
Total Primary Government S 107,953,572 S 24,216,081 & 35,101,384 1,538,535
Component Units:
Kalamazoo County Land Bank Authority § 1,663,188 & 43,000 S 1,324,115 423,592
Road Commission 16,995,081 345,669 13,334,628 8,919,242
Kalamazoo Community Mental Health )
and Substance Abuse Services 88,921,001 3,140,275 80,724,048 -
Other 6,917,156 3,247 - -
Total Component Units 5 114,506,426 $ 3,532,191 § 95,382,791 9,342,834

General Revenues:

Property taxes levied for operating
Other

Unrestricted investment eamings

Total General Revenues

Transfers In (Out)

Total General Revenues and Transfers

Change in Net Position

Net Pasition, beginning of year

GASBE No. 65 Adjustment (Note 11)

GASB No. 68 Adjustment (Note 11)

Restated Net Position, beginning of vear

Net Position, end of year
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County of Kalamazoo, Michigan
December 31, 2014

Government-Wide Financial Statements
Statement of Activities

Net Revenue (Expense) and Changes in Net Position

Primary Government

Business-
Governmental Type Component
Activities Activities Total Units
S  (7,817,912) % - $§  (7,817,912) s -
(22,031,940) - (22,031,940) -
(655,509) - (655,509) -
(9,826,928) - (9,826,928) -
1,396,687 - 1,396,687 -
(1,032,729} - {1,032,729) -
(8,505,547) - (8,505,547) -
(178,482) - (178,482) -
(1,268,294) - (1,268,294) -
(49,920,654) - {49,920,654) -
- 1,987,138 1,987,138 -
- 612,390 612,390 -
- 223,554 223,554 -
- 2,823,082 2,823,082 -
{49,920,654) 2,823,082 (47,097,572) -
- - - 127,519
- - - 5,604,458
- - - (5,066,678)
- - - (6,913,909
- - - (6,248,610)
51,140,600 - 51,140,600 -
1,647,760 - 1,647,760 8,860,630
1,784,898 12,932 1,797,830 45,683
54,573,258 12,932 54,586,190 8,906,313
7,614,391 (7,614,391) - -
62,187,649 {7,601,459) 54,586,190 8,906,313
12,266,995 (4,778,377) 7,488,618 2,657,703
102,490,467 83,139,639 185,630,106 -
(14,525,549} - (14,525,549}
29,172,709 258,474 29,431,183 -
117,137,627 83,398,113 200,535,740 141,786,679
$ 129,404,622 & 78,619,736 S 208,024,358 3 144,444 382

See accompanying notes to basic financial statements.
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