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April 5, 1994

Honorable Kenneth J. Hulka, Chairman and Members
Muskegon County Board of Commissioners

County of Muskegon

Muskegon, Michigan

Dear Sirs:

The Comprehensive Annual Financial Report of the County of Muskegon,
Michigan, for the fiscal years ending June 30, September 30, and December
31, 1993, is submitted herewith. This report has been audited by BDO
Seidman, an independent firm of certified public accountants. It is
prepared for the purpose of disclosing the County’s financial condition to
its residents, elected officials, and other interested parties.

The financial statements have been prepared in compliance with applicable
State statutes and generally accepted accounting principles as recognized
by the Governmental Accounting Standards Board.

Responsibility for both the accuracy of the data presented and the
completeness and fairness of the presentation, including all material dis-
closures, rests with county administration. In our opinion, the data,
including all material representations and disclosures, is presented fairly
and accurately.

Comprehensive Annual Financial Report (CAFR)

The CAFR is a complete financial report for the County of Muskegon. As
such, its major sections are:

1. Introductory - this section gives an overview of the organization
and states the major economic happenings of the year.

2. Financial - this section gives detailed specifics of the county
relating to all cash inflows and outflows.

3. Statistical - this section provides a long-term history of the

major factors that will influence future operational and
economic decisions for the county.

5
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The Reporting Entity and lts Services

In conformance with Statement on Government Accounting Standards #14, Defining the Reporting
Entity, the county includes all funds and account groups that are controlled by or dependent on the Board
of Commissioners. The Muskegon County Road Commission and Muskegon County Department of Social
Services have been included in the report based on the selection of governing authority by the County
Board and scope of public service in Muskegon County.

The county provides a full range of municipal services. These services are either mandated by State
statute or authorized by the County Board of Commissioners. These include legislative, judicial, public
safety (police), health, mental health, welfare, culture, libraries, recreation, public improvements, highways
and streets, wastewater treatment, solid waste disposal, transportation (airport and public mass transit),
and general administrative services, including vital statistics, record keeping for births, deaths and property.

Economic Condition and Outlook

In recent years, the county’s economic position has been improved by tourism related developments
which compliment our strong industrial base. We are looking towards the future for an increase in the
service/professional area (accountants, insurance, repair) in order to diversify more. Important individual
companies in the area and their position in the marketplace are:

Brunswick Corp. - This company has approximately 550 employees and is in the leisure activities market,
producing bowling equipment.

GTE North - This company, locally based, has approximately 750 employees and provides communication
services to the state of Michigan.

Howmet Turbine Components Corp. - This company has approximately 2,300 employees and is our largest
employer. They manufacture investment grade castings for the aerospace industry. Howmet is the largest
defense contractor in West Michigan.

Kaydon Corp. - This company has approximately 400 employees. They manufacture precision bearings
for the defense industry.

Knoll - This company is a wholly owned subsidiary of The Knoll Group, with approximately 400 employees.
It manufactures quality office furniture, accessories, and modulars.

S. D. Warren Company - This company, a division of Scott Paper, has approximately 1,100 employees.
They manufacture a high-grade coated paper used in the printing of corporate annual reports.

SPX Corporation - This company has approximately 1,000 employees and is a Fortune 500 company. They
manufacture automotive piston rings and are the world’s largest supplier. They maintain their world
headquarters in Muskegon.

Teledyne Continental Motors - This company has approximately 400 employees and manufactures military
engines and is a large prime defense contractor.



Employment Data

For the period from January, 1990 through December, 1993, Muskegon County unemployment
rates as compared to statewide rates were as follows:

County State County State County State County State

1993 1993 1992 1992 1991 1991 1990 1990
January 9.3 7.8 12.6 9.0 10.0 8.6 9.0 9.4
February 9.0 7.5 12.8 9.1 12.4 9.5 9.8 8.1
March 8.6 7.1 12.9 9.2 13.7 10.3 9.5 7.6
April 8.2 6.8 12.7 9.3 12.2 9.7 9.4 7.0
May 8.0 6.6 11.2 8.7 11.9 9.0 9.4 7.1
June 9.3 7.4 12.2 8.9 12.1 9.1 10.2 7.5
July 8.5 7.8 12.4 9.1 11.1 8.6 9.8 7.7
August 7.8 6.3 12.0 8.9 12.0 8.7 9.3 7.4
September 7.9 6.6 11.4 8.7 12.2 9.2 8.9 6.9
October 8.4 6.5 11.1 8.6 11.6 9.0 9.1 7.2
November 8.3 6.5 10.3 8.0 1.7 9.0 9.1 7.2
December 8.0 6.8 10.0 8.0 1.1 92 8.8 Z2
Average 85 70 118 &7 1.8 92 94 15

Muskegon County’s unemployment rate declined significantly as compared to 1992. The decline
was twice that of the state for the comparable period. We see the next five years as being very important

to Muskegon County’s growth and image as a good place to live, work, and do business, with even further
reductions in the unemployment rate.

General

The economic climate in West Michigan remained stable. Revenues increased, particularly from
state sources and fee changes.

During 1993, several projects were initiated and completed, aimed to improve the county’s
infrastructure, business climate and quality of life. Significant among these efforts were the following:

New airport terminal. Authorized was a new terminal building for Muskegon'’s airport, enhancing
Muskegon County’s gateway to the national air transportation system.

Airport business park. The county received a U.S. Department of Commerce, Economic
Development Administration grant for the development of an airport business park with a target market
of light industrial, high technology airport-related businesses.

Airport hangar development. The county has also developed plans to rehabilitate one multiple
plane hangar and build eight new single plane hangars to enhance private aviation activity at the airport.



Airport business park. The county received a U.S. Department of Commerce, Economic
Development Administration grant for the development of an airport business park with a target market
of light industrial, high technology airport-related businesses.

Airport hangar development. The county has also developed plans to rehabilitate one multiple
plane hangar and build eight new single plane hangars to enhance private aviation activity at the airport.

Replaced transit fleet. The Muskegon Area Transit System (MATS) replaced its entire line-haul fleet
at a cost of $2.5 million. This was accomplished entirely through federal and state grants.

Authorized depot renovation project. Initiated a project to rehabilitate Muskegon’s 1890’s train
depot to become a multi-model transportation facility and tourist information center.

Wastewater system expansion and renovation. Completed the expansion and renovation of the
Wastewater Treatment Facility, increasing capacity by 10 million gallons per day.

Received several National Association of Counties (NACO) achievement awards for such programs
as the Dislocated Worker Task Force and the Muskegon Area Training Clearing House.

Initiated the Communities First program which is following a new approach to lessening
dependency on welfare by intensely providing services including health, mental health, remedial education
and employment training and counseling to a manageable caseload.

Replaced the entire inventory of 218 beds at Brookhaven, Muskegon County’s skilled care nursing
facility.

The county, while taking care of its facilities and property, is looking to the future by providing a

sound infrastructure that is economically and environmentally sensitive. Efforts continue to improve the
economy while diversifying the economic base.

Accounting System and Budgetary Control

In developing and evaluating the county’s accounting system, consideration is given to the adequacy
of internal accounting controls. The county’s internal accounting controls are designed to provide
reasonable, but not absolute, assurance regarding the safeguarding of assets against loss from authorized
use or disposition and the reliability of financial records for preparing financial statements and maintaining
accountability for assets. The concept of "reasonable assurance” recognizes that: (1) the cost of a control
should not exceed the benefits likely to be derived, and (2) the evaluation of costs and benefits requires
estimates and judgments by management. Internal control evaluations occur within this framework. The
county’s internal accounting controls adequately safeguard assets and provide reasonable assurance of
proper recording of financial transactions.



ral Governmental Revenues

Revenues for the county general and special revenue funds totaled $94,228,430, a 39 percent
increase over last year. The major source of these revenues was property taxes totaling $12,748,696.
Intergovernmental receipts totaled $31,074,156 and charges for services totaled $46,739,809. The detail
of general governmental revenues as compared to the prior year is as follows:

Percent 1993
1993 1992 Increase Percent
{000} (000} {Decrease) of Total
Taxes $12,749 $12,502 2.0% 13.5%
Licenses & Permits 10 11 (10.0) -
Intergov't. Revenue 31,074 36,819 (15.6) 32.9
Charges for Services 46,740 14,658 218.9 49.8
Fines & Forfeitures 763 742 2.8 0.8
Investment Income 696 864 (19.4) 0.7
Rentals 7 10 (30.0) -
Other _2,189 2179 8.3 23
4,228 $67,785 39.0% 100.0%

This overall 39 percent increase in revenues compares to a 1993 inflation rate of
2.9 percent.

Fines and Forfeitures

axes
Other , (0.8%) .
(2.3%) (13.5%)
P annnnza
: :
f FHi Charges for
L ervices (49.2%) [EE
e s T pawwee (32.9%)

Intergovt’l Revenue

(0.7%)

Investment income

1993 General Fund and Special Revenue Fund Revenues
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General Governmental Expenditures

Expenditures for the county’s general and special revenue funds totaled $92,583,959, a
34.8 percent increase over last year. State and federal grants-in-aid support these programs. Local public
health accounted for the largest category of expenditures. It amounted to $67,214,175 or 72.6 percent
of total expenditures. A summary of expenditures by general category is as follows:

Percent 1993
1993 1992 Increase Percent
(000) (000} (Decrease) of Total
Legislative $220 266 (17.2)% 0.2%
Judicial 4,676 4,544 2.9 5.1
General Co. Government 8,310 8,415 (1.2) 9.0
Public Safety 5,942 5,797 2.5 6.4
Health & Mental Health 67,214 42,485 58.2 72.6
Welfare 4,074 4,023 1.3 4.4
Culture 1,180 1,017 16.0 1.3
Recreation 229 123 89.1 0.2
Other 71 114 (37.7) 0.1
Capital Outlay 668 1,916 (65.1) 0.7
$92584  $68.700 34.8% 100.0%

Other
G | Co.G nment
(2.5%) enera (o} over
Welfare (4.4%) (9.0%) Public Safety
(6.4%)
< (5.1%)
Heaﬁhandg i A sl 8l Judicial

ental Health (72.6%) T+

1993 General Fund and Special Revenue Fund Expenditures
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By analyzing the significant categories over time, a trend develops showing governmental priorities
and changes in the emphasis of governmental expenditures. A four year comparative analysis by
significant category of expenditure is as follows:

1993
Increase
1990 1991 1992 1993  (Decrease)
{000) {000) {000) {000) Over 1990
Legislative $ 248 $ 250 $ 266 $ 220 (11)%
Health & Mental Health 36,377 38,653 42,485 67,214 85
Welfare 4,253 4,395 4,023 4,074 (4)

Legislative decreased due to the reduction of one District Court judge. Health and Mental Health
expenditures increased by 85 percent over this period. This occurred because of a state accounting
procedure that uses intragovernmental transfers in order to capture additional medicaid fees for the care
of Muskegon County residents in our medical care facility. Welfare expenditures decreased due to
decreased federal support for job training programs for disadvantaged individuals.

Enterprise Operations

The county’s enterprise funds in 1993 provide a detailed analysis of operations relating to tourism
and business within the county:

1993 1993
Income (Loss) Unreserved
Transferred to Retained Earnings
Retained Earnings __(Deficit)
Fairgrounds Operation $132,321 $239,612
Solid Waste Management 1,084,093 -
Fly Ash Program - -
Solid Waste Transfer
Station (2,155) -
Muskegon Co. Airport 135,377 259,875
Transit System (37,839) 60,426
Northside Water 134,523 605,156
Wastewater Mgmt. System 2,561,968 10,342,328

11



With our Wastewater enterprise fund being the largest, the following five year operational
comparison provides additional information:

1989 1990 1991 1992 1993

Average gallons per day

(000) 34,000 34,000 32,400 33,000 32,000
Operating revenues (000) $7,257 $7,440 $7,428 $8,041 $9,192
Operating expense before

depreciation (000) $5,765 $6,765 $7,240 $6,870 $6,872
Operating profit (loss)

(before transfers) (000) $822 $845 $(355) $1,387 $1,521

The Wastewater Management System ended the fiscal year with a retained earnings balance of
$15,513,481 (of which $10,342,328 is unreserved).

Airline deregulation has impacted on the financial operations of the county’s airport over the last
ten years. Since revenues are dependent on landings, take-offs, and passenger enplanements,
management response to these constantly changing variables has been necessary.

The Solid Waste and Fly Ash programs provide waste disposal services for different categories of
solid waste. The fly ash disposal landfill is used primarily to dispose of coal by-products used in generating
electricity by the B. C. Cobb Plant of Consumers Power Company located in Muskegon. The solid waste
facility provides for residential and commercial garbage disposal.

The Northside Water project provides safe municipal water to county residents in Muskegon and
Laketon Townships.

The Fairgrounds Operations program is to provide the 4-H a place to have their annual fair and
to provide a hamess racing training track and horse stalls for the horse racing industry.

Debt Structure

The only general obligation debt of the county is $3.5 million issued in 1980 and used for the
construction of a new Community Mental Health center. Ad valorem taxes can be levied if patient
revenues are not sufficient to cover debt service requirements. Current projections indicate that no millage
will be needed.

The ratio of net general obligation bonded debt to assessed valuation and the amount of bonded
debt per capita are useful indicators of the county’s debt position. The county’s valuation was
$2,076,999,023. The county’s current general obligation debt is $2,465,000. The ratio of debt to
assessed value was .12 percent. The general obligation debt per capita was $15.50.

County building authority bonds of $2.6 million issued in 1984, were used to build a convention
center in combination with a 200-room hotel (Fund 3100 - Convention Center).

County Building Authority Bonds of $2.3 million issued in 1990, were used to remodel a mental
health center. Lease payments are pledged for the payment of annual debt service (Fund 3142 - Halmond
Center).

County fairground bonds of $2.3 million, issued in 1989, were used to construct county fairgrounds
and a racehorse training track. Rental payments are pledged for the payment of annual debt service (Fund
5082 - Fairgrounds Operations).

12



The county’s limited obligation debt is composed of bond issues for water, sewer, and sanitary
treatment facilities, and totals $42,815,000. This debt is considered self-supporting as user fees are
pledged to retirement.

General Obligation Limited Tax notes are the next largest debt, totaling $12,850,000. These notes
are issued to pay local units their respective outstanding taxes as of March 1 of each year. Delinquent tax

collections are pledged to their repayment and if the taxes are not paid within three years the property is
sold to pay the taxes.

Cash Management

Investment Policies

Per M.S.A. 3.843(1) the Board of Commissioners has authorized the County Treasurer to invest
surplus funds belonging to, or under the control of the county, in certificates of deposit, commercial paper,
and direct obligations of the United States. Such investment’s limits are 1) no more than 50% in
commercial paper, and 2) any investment in commercial paper must have a rating within the three highest
classifications of two standard rating agencies.

Safequarding (Safekeeping) of Investments

It is the county’s policy to safeguard all investments to the maximum practicable and allowed by
law. To this end, third-party safekeeping and collateralization are used where available. [f these are not
available, close monitoring of the investment’s underlying security (usually the issuer) is made and
continual evaluation is done as to the issuer’s stability in the marketplace.

Yield Information

Idle cash of the County of Muskegon was invested in certificates of deposit, commercial paper, and
money market funds in accordance with state law. The investment program yielded $2,171,695 in 1993,
and $2,101,348 in 1992. Interest retums on investments in 1993 and 1992 were as follows:

1992 1993
Treasury Bills 4.00 - 13.93% 4.00 - 13.93%
Certificates of Deposit 3.20-12.00 2.80 - 12.00
Commercial Paper 3.00 - 6.49 3.05 - 3.06
Money Market 3.00 - 4.00 3.00 - 3.50

The average daily investment was $38.6 million. Treasury bills averaged $10.6 million.
Certificates of deposit averaged $16.7 million. Commercial paper averaged $11.3 million, and money
market funds averaged $2.4 million. This resulted in an average yield of 4.44 percent.

Investment of idle cash is one of the few means which the county has to increase revenues without

increasing taxes or fees. Efforts such as this have made the county successful with its cash management
program returns.

Risk Management

Risk management is the acceptance of responsibility for recognizing, identifying, and
controlling the exposures to loss or injury which are created by the activities of the various

13



county departments. County of Muskegon policy with regard to risk management is to determine whether
or not the risk poses a serious financial problem and if it does, then the decision is made whether or not
to cover the risk through a program of self-insurance, purchase of commercial insurance, or other types
of transfer. Major types of risk covered are workers’ compensation ($300,000 per occurrence), general
liability ($250,000 per occurrence), and property damage ($50,000 per occurrence) with the excess being
insured through outside insurance companies. Currently the Risk Management Fund is adequately funded.

Independent Audit

The county is not required by ordinance or statute to have an annual independent audit. In 1993
however, independent auditors were engaged for the nineteenth consecutive fiscal year to perform an
annual audit of the county’s books of account, financial records, and transactions. The opinion of BDO
Seidman, independent certified public accountants, is included in this report.

Financial Reporting Excellence Award

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 Muskegon for its
comprehensive annual financial report for the fiscal year ended December 31, 1992. This was the
sixteenth consecutive year that the county has received this prestigious national award recognizing
conformance with the highest standards for preparation of state and local government financial reports.

In order to be awarded a Cerfificate of Achievement, a government unit must publish an easily
readable and efficiently organized (comprehensive annual/component unit) financial report, whose
contents conform to program standards. Such (CAFR)s 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 conform to the Certificate of Achievement program requirements, and we are submitting it
to the GFOA.

Acknowledgment

The preparation of this report on a timely basis could not be accomplished without the efficient and
dedicated services of the entire staff of the Central Services Department and particularly our accounting
staff. | would like to express my gratitude to all members of the department. | would also like to thank
you and the members of the Muskegon County Board of Commissioners for your interest and support in
planning and conducting the financial operations of the County of Muskegon in a responsible and
pyagressive manner.
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STATEMENT OF MANAGEMENT'’S
RESPONSIBILITY FOR FINANCIAL STATEMENTS

The administration of Muskegon County is responsible for the
integrity of the financial data reported by the county. These
financial statements are prepared according to generally

accepted accounting principles applicable to county government and
Michigan State statutes.

The county maintains a system of internal controls to provide
reasonable assurance that the books and records reflect authorized
transactions of the county.

BDO Seidman, independent certified public accountants, have audited
the accompanying general purpose financial statements and
supplemental financial information and their audit report

appears on Page 17.
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inistrdtor/Controller
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Certificate of

Achievement

for Excellence
in Financial
Reporting

Presented to

County of Muskegon,
Michigan

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
December 31, 1992

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.
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President
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Executive Director
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Independent Auditors’ Report

To the Board of Commissioners of the
County of Muskegon, Michigan

We have audited the accompanying general purpose financial statements of the County of
Muskegon, Michigan (a Michigan public body), as of December 31, 1993 (June 30, 1993 and
September 30, 1993 for certain special revenue funds and trust and agency funds) and for the year
then ended, as listed in the table of contents. These general purpose financial statements are the
responsibility of the County of Muskegon, Michigan’s management. Our responsibility is to
express an opinion on these general purpose financial statements based on our audit. We did not
audit the financial statements of the Muskegon County Road Commission, a component unit, which
has been discretely presented in the accompanying financial statements. Those financial statements
were audited by other auditors whose report thereon has been furnished to us, and our opinion,
insofar as it relates to the amounts included for the Muskegon County Road Commission, is based
solely on the report of the other auditors.

We conducted our audit in accordance with the generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether
the general purpose financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the general purpose
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit and the report of the other auditors provide a reasonable basis for our
opinion.

In our opinion, based upon our audit and the report of the other auditors, the general purpose
financial statements referred to above present fairly, in all material respects, the financial position
of the County of Muskegon, Michigan, as of December 31, 1993 (June 30, 1993 and September
30, 1993 for certain special revenue funds and trust and agency funds), and the results of its
operations and the cash flows of its proprietary and similar trust fund types for the year then ended
in conformity with generally accepted accounting principles.
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Our audit was made for the purpose of forming an opinion on the general purpose financial
statements taken as a whole. The combining, individual fund and account group financial
statements and schedules listed in the table of contents are presented for purposes of additional
analysis and are not a required part of the general purpose financial statements of the County of
Muskegon, Michigan. Such information has been subjected to the auditing procedures applied in
the audit of the general purpose financial statements and, in our opinion, is fairly presented in all
material respects in relation to the general purpose financial statements taken as a whole.

The other data included in this report, listed under the statistical section of the table of contents,
has not been audited by us and, accordingly, we express no opinion on such data.

BID Lechdmar’

Muskegon, Michigan
March 31, 1994
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County of Muskegon
NOTES TO COMBINED FINANCIAL STATEMENTS
December 31, 1993

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND OTHER MATTERS

The County of Muskegon, Michigan, was incorporated on July 18, 1859, and covers an area of approximately 527.34
square miles with the county seat located in the City of Muskegon. The county operates under an elected Board of
Commissioners (9 members) and provides services to its 159,000 residents in many areas including law enforcement,
administration of justice, transportation, waste disposal, road maintenance, community enrichment and development
and human services.

Certain special revenue funds and trust and agency funds are maintained and included in the accompanying combined
financial statements on a June 30 and a Sepiemcger 30 fiscal year basis. The county adopted a different fiscal year
end to be consistent with the fiscal period of the respective federal and state grants received by these funds. Intertund
balances and operating transfers, therefore, will not equal in the accompanying combined financial statements.

a) Fund Accounting

The financial activities of the county are organized on the basis of funds and account groups, each of which is
considered a separate accounting entity. The operations of each fund are accounted for with a separate set of self-
balancing accounts which comprise its assets, liabilities, fund equity, revenues and expenditures, or expenses as
appropriate. Governmental resources are allocated to and accounted for in individual funds based upon the purposes
for which they are to be spent and the means by which spending activities are controlled. The various fund types and
account groups are categorized and described as follows:

Governmental Fund Types
General Fund - The general fund accounts for all revenues and expenditures applicable to the general operations
of county government except those required to be accounted for in another fund. Revenues are derived primarily
from property taxes and intergovernmental revenues.

Special Revenue Funds - The special revenue funds are used to account for specific activities (other than major capital
projects) requiring separate accounting because of legal or regulatory provision or administrative action.

Debt Service Funds - The debt service funds are used to record the funding and payment of principal and interest on
the county’s bonded debt.

Capital Projects Funds - The capital projects funds are used to account for the acquisition or construction of major
capital facilities other than those financed by proprietary fund operations.

Proprietary Fund Types

Enterprise Funds - Enterprise funds report on operations that provide services which are financed primarily by user
charges or activities where periodic measurement of net income is appropriate for capital maintenance, public policy,
management control or other purposes.

Internal Service Funds - Internal service funds are established to finance and account for goods and services provided
by the county to other departments and funds, or to other governmental units, on a cost reimbursement basis.

Fiduciary Fund Types

Trust and Agency Funds - Trust and agency funds are used to account for assets held by the county in trust or as an
agent for others.

Account Groups

General Fixed Assets Account Group - This account group presents the fixed assets of the county utilized in its general
operations (non-proprietary fixed assets).

General Long-Term Debt Account Group - This account group presents the principal balance of general obligation
long-term debt which is not recorded in governmental fund types.
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County of Muskegon
NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
December 31, 1993

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND OTHER MATTERS - Continved

b) Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. All
overnmental ?unds and expendable trust funds are accounted for using a current financial resources measurement
ocus. With this measurement focus, only current assets and current liabilities generally are included on the balance

sheet. Operating statements of these funds present increases (i.e., revenues and other financing sources) and

decreases (i.e., expenditures and other financing uses) in net current assets.

All proprietary funds and nonexpendable trust funds are accounted for on a flow of economic resources measurement
focus. With this measurement focus, all assets and liabilities associated with the operation of these funds are included
on the balance sheet. Fund equity (i.e., net total assets) is segregated into contributed capital and retained earnings
components. Proprietary fund-type operating statements present increases (e.g., revenues) and decreases (e.g.,
expenses) in net total assets.

The modified accrual basis of accounting is used by all governmental fund types, expendable trust funds and agency
funds. Under the modified accrual basis of accounting, revenues are recognized when susceptible to accrual (i.e.,
when they become both measurable and available). "Measurable’ means the amount of the transaction can be
determined and "“available” means collectible within the current period or soon enough thereafter to be used to pay
liabilities of the current period. Revenues for 1993 include property taxes levied on December 1, 1992, and collected
in early 1993. The "1994 property taxes" levied on December 1, 1993, became a lien on that date and will be
collected principally in early 1994. These taxes have been recorded as a receivable and as deferred revenue at
December 31, 1993, since they are not available to fund expenditures until 1994. A one-year availability period is used
for revenue recognition for all other governmental fund revenues. Expenditures are recorded when the related fund
liability is incurred. Principal and interest on general long-term debt are recorded as fund liabilities when due or when
amounts have been accumulated in the debt service fund for payments to be made early in the following year.

Those revenues susceptible to accrual are property taxes, franchise taxes, special assessments, licenses, interest revenue
and charges for services. Sales taxes collected and held by the state at year end on behalf of the government also are

recognized as revenue. Fines and permits are not susceptible to accrual because generally they are not measurable
until received in cash.

The accrual basis of accounting is utilized by proprietary fund types and nonexpendable trust funds. Under this
method, revenues are recorded when earned and expenses are recorded at the time liabilities are incurred.

The government reports deferred revenue on its combined balance sheet. Deferred revenues arise when a potential
revenue does not meet both the ‘measurable” and “available® criteria for recognition in the current period. Deferred
revenues also arise when resources are received by the government before it has a legal claim to them, as when grant
monies are received prior to the incurrence of qualifying expenditures. In subsequent periods, when both revenue
recognition criteria are met, or when the government has a legal claim to the resources, the liability for deferred
revenvue is removed from the combined bo?cnce sheet and revenue is recognized.

c) Inventories

Inventories, which consist of replacement parts, office supplies, drugs and medical supplies, are stated at cost using
the first in, first out (FIFO) method in governmental funds, and at the lower of average costs or market in proprietary

funds. Harvested grain is valued at selling price less costs of disposal. Inventories are accounted for by the
consumption method.

d) Property and Equipment

Property and equipment are stated at cost. Expenditures which materially extend the useful life of existing properties
are capitalized. All costs relating to the construction of facilities are capitalized, including salaries, employee benefits,
and bond interest costs during the construction period. General fixed assets purchased are recorded as expenditures
in the respective governmental fund types at the time of purchase and capitalized in the general fixed assets account
group. Donated fixed assets are valued at their estimated fair market value on the date donated. Public domain
(infrastructure) general fixed assets consisting of certain improvements to roads, bridges, curbs and gutters, streets and
sidewalks, drainage systems, and lighting systems, are not capitalized along with other general fixed assets.

30



County of Muskegon
NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
December 31, 1993

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND OTHER MATTERS - Continued

Depreciation is not recorded in the general fixed assets account group. Depreciation on property and equipment
recorded in proprietary fund types is computed using the straight-line method over the following estimated useful lives
of the related assets:

Years
Land improvements 10 -100
Lagoon 98 - 100
Buildings 10- 50
Machinery and equipment 3- 25
Wastewater collection and distribution system 10- 50
Capitalized interest and engineering costs 47 - 50

e) Employee Vacation and Sick Leave

County employees are granted vacation and sick leave in varying amounts based on length of service. Upon
termination, employees are paid (1) accumulated vacation at full rates with certain limitations for non-staff personnel,
and (2) accumulated sick leave at death or retirement at three-quarters the employee’s pay rate and at one-half the
employee’s pay rate for all other reasons.

The county has adopted the accounting and reporting principles outlined in the National Council on Governmental
Accounting Statement 4, with regard to employee vacation and sick leave. Vacation and sick leave payable out of
expendable available resources in the governmental fund types is accrued in the general fund and the long-term
portion of $4,181,193 is recorded in the general long-term debt account group. Compensated absences in the
proprietary funds are accrued in full.

County Road Commission personnel are paid fully for accumulated vacation and nothing for sick leave upon

iermingﬁon. Upon retirement or death, personnel received full accumulated vacation and one half the sick leave
accrued.

f) Self-Insurance Fund

The county maintains a self-insurance fund. The purpose of this fund is to pay premiums and claims as they are billed
or occur. For the self-insured areas of workers’ compensation and unemployment, the county maintains an incurred
but not reported (IBNR) reserve in both areas.

g) Fund Balance Reserves and Designations

Long-term advances from the general fund to the internal service funds were made to finance and sustain the activities
of these funds. A portion of the general fund balance is reserved in an amount equal to such advances to reflect the
amount of fund balance not currently available for expenditure.

As discussed in note 4, the county has a long-term note receivable from the City of Muskegon Downtown Development
Authority, which is held jointly by the capital projects and internal service funds. Portions of the capital projects fund
balance have been reserved and retained earnings of an internal service fund have been appropriated in amounts
equal to their respective portions of such long-term note receivable to reflect the amount of the fund balance and
retained earnings not currently available for expenditure.

Fund balances designated for programs and debt service represent amounts appropriated by the Board of
Commissioners for specific projects which carry over each year.

Specific fund balances designated are:

General Fund

Designated for Officer Training $7,410
Special Revenue

Emergency Services $ 6,422

Park Fund 124,840

Friend of the Court 122,640
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County of Muskegon
NOTES TO COMBINED FINANCIAL STATEMENTS-CONTINUED
December 31, 1993

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND OTHER MATTERS - Continued
Special Revenue - continued

Accommodations Tax 12,039
Michigan Enforcment Team (WMET) 1,998
TNT Drug 42,741
Prosecutor Drug Fund 12,033
Silent Observer 569
Library 25,681
Communities First 4,835
EDC Loan Revolving 282,088
Dynatorque Loan 384,251
Cherry Hill Loan 29,927
Rambusch-Fuchs CDBG Grant 191,013
Harding Energy Systems 497,602
Brookhaven Medical Care Facility 149,383
Child Care Facility 11,941
Veterans Trust 549
Victim Restitution 16,521
Health Department 259,915
Community Mental Health 97,172
Mental Health Building 26,883
John R. Campbell Building 5,436
$2,306.479
Debt Service
Designated for debt service $3,236,547
$3,236,547
Capital Projects
Capital improvements designated for Heritage Landing $115,844
Capital improvements designated for Brookhaven - 110,977
Capital improvements designated for drain projects 219,779
Capital improvements designated for water and sewer projects 659,559
$1,106,159
Enterprise
léeserveg :or ::‘elll) closure 32,31;} ,?gg
eserved for debt service
) $11,592,533
Internal Service
Reserved for equipment purchases $1,500,251
Reserved for insurance future costs 2,462,925
$3,963176
Trust and Agency
Designated for perpetual care
Cemetery Trust Endowment $29,811
Medical Care Facility Endowment 79,991

$109,802

h) Restricted Cash-Statement of Cash Flows

Restricted cash and cash equivalents have been excluded from the statement of cash flows as they are defined
differently than normal cash and cash equivalents.

i) Contributions in Aid of Construction

The county follows the policy of reducing the contributions in aid of construction in the enterprise funds for an amount
equal to the yearly depreciation and amortization on assets acquired or constructed with such contributions. This policy
is based on the premise that future replacement of these facilities will be funded by the users who benefit from the
facilities and not current users through the cerrent rate structure. At December 31, 1993 and 1992, the status of
contributions in aid of construction is as follows:
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Solid Waste Muskegon Muskegon Area
Transfer Station County Airport Transit System
(5712) (5810) (5880)
Contributions in aid of construction at
beginning of year $33,053 $7,002,335 $785,117
Current year contributions -

(Retirements) - transfers - net - 273,252 2,542,851
Depreciation and amortization of fixed
assets acquired through contributions

in aid of construction (2,177) 289,803 53,938
Contributions in aid of construction at end
of year $ 30,876 6,985,784 3,274,030
Muskegon County
Wastewater
Management
System Total Total
(5920) 1993 1992
Contributions in aid of construction at
beginning of year $49,825,625 $57,646,130 $55,374,451
Current year contributions 1,600,000 4,416,103 3,930,068
(Retirements) - transfers - net - - (98,265)
Depreciation and amortization of fixed
assets acquired through contributions
in aid of construction (1,041,116) (1,387,034) (1,560,214)
Contributions in aid of construction at end
of year $50,384,509 $60,675,199 $57,646,130

i) Budgets

The general, special revenue, and debt service funds are the governmental fund types under formal budgetary control.
The county adopts its budget in accordance with Public Act 621, the Uniform Budgeting and Accounting Act, which
mandates an annual budget process and an annual appropriation act to implement the budget.

1.

A general, special revenue and debt service funds budget is presented to the Ways and Means Commiittee of the
Board in September, at which time hearings on the budget are scheduled. A Public Hearing is held in September

o*: Octobder and a special meeting is held to give all elected officials the opportunity to discuss their budget with
the Board.

. The budget, and an appropriation ordinance implementing it, is then adopted in October.

. Formal budget integration is employed as a management control device during the year for the general, special

revenue and debt service funds. Formal budgetary integration is not employed for any other fund and only
informational summaries are prepared as a management tool and are presented to the Board for consideration.

. Budgets presented for the general, special revenue and debt service funds were prepared on the modified

accrual basis of accounting. Encumbrances are not recorded at year end.

. Expenditures may not legally exceed activity (department) totals in the general fund. All other special revenue

fund expenditures and debt service funds cannot legally exceed their respective fund totals and must remain in
accordance with their respective grant agreements with federal and state agencies.

. Budgets for the current year are carefully reviewed in July or August and December for any revision of

estimates. Proposed increases or reductions in appropriations are presented to the Ways and Means Committee
and the Board in September and December for their action. The legislative body amends the general
appropriation act as soon as it becomes apparent this action is necessary.

. The Governing Board has the authority to amend all budgets at the fund level through the appropriation

ordinance. It further has the right to amend the General Fund at the activity level if it desires.
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Management has no authority to amend budgets at the fund level. Management can do transfers within funds
at the departmental level without governing board approval but not between departments. Some budgets are
approved at the zero activity level when there appears to be no consistent operating data to project future
revenues or expenses.

8. The budgetary information presented has been amended during the year by an official action of the County Board
of Commissioners. The amendments were not significant in total.

9. All budget appropriations lapse at the end of each funds’ fiscal year.

k) Reporting Entity

In accordance with GASB Statement 14, all funds and account groups under direct control of the county have been
included in this report.

The component units of government included in this report are the Muskegon County Road Commission and the
Muskegon County Department of Social Services. Criteria used in determining the inclusion of these agencies are:

1) Selection of Governing Authority - The County board exercises the power of appointment and removal of
board members and overall approval of fiscal matters.

2) Designation of Management - The County Board has no accountability from those individuals who have the day
to day responsibility for operations of the entities. The governing authorities hold this responsibility.

3) Ability to Significantly Influence Operations - The governing authorities approve all budgets and exercise control
over all facilities within their statutory limits.

4) Accountability for Fiscal Matters - Absolute authority exists with the governing authorities over all
funds within their jurisdiction.

5) Scope of Public Service - The activities of the agencies are within the geographic boundaries of the
county and are available to the citizens of this entity.

6) There are no other overlapping entities that generate a positive response in any of the criteria defined in GASB
Statement 14.

The Muskegon County Road Commission (MCRC) is discretely presented to emphasize that they are legally separate from
the County. The Social Services Fund (Fund 2910) is included in the Special Revenue Funds. The MCRC financial
statements can be obtained from the MCRC offices in Muskegon, MI. The Social Services Financial Statement is induded
in tLhe State :\fl Michigan Financial Report and can be obtained from the State of Michigan Department of Social Services
in Lansing, MI.

I) Grants and Third Party Cost Reimbursement Settlements

The county receives grants from other governmental units to finance specific programs. The grant revenues are
recorded based on qualifying program expenditures, as determined by the county, and are subject to audit by the
responsible agencies. Adjustments required upon final settlements are recorded in the period of settlement.

Third party cost reimbursements are recorded at prospective rates and provisions are made at the end of each year

to adjust such revenues to the reimbursable cost expected to be received. Adjustments required upon final settlements
are recorded in the period of settlement.

' m) Reclassifications

Certain items in the 1992 financial information have been reclassified to conform to the 1993 presentation.

n) Indirect Cost Rate

Administrative costs are recorded in the general fund as indirect costs in the county’s accounting system and allocated
to the various funds based upon a negotiated indirect cost plan. Indirect costs are defined by Ofgus:e of Management
and Budget (OMB) Circular A-87 as costs “(a) incurred for a common or joint purpose benefitting more than one cost
objective, and (b) not readily assignable to the cost objectives specifically benefitted without effort disproportionate to
the results achieved". The indirect cost rate used by the county is based on prior cost experience, documented by a
cost allocation plan, and is approved by a cognizant federal agency (health and human services) in accordance with
the provision of OMB Circular A-87. Upon the completion of an independent audit ot the end of each fiscal year, the
indirect cost rate is scrutinized and a revised fixed rate for future use is negotiated with the cognizant agency only if
necessary. During 1993, the county’s indirect cost rate was 10.0555% of direct salaries and wages, excluding fringe
benefits. Certain other accounting policies are disclosed in subsequent footnotes.
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Property taxes are levied and attached as an enforceable lien on property as of July 1 and December 1. Taxes are
payable by March 1 with local treasurers. After March 1, taxes are delinquent and are collected by the county with
additional penalty and interest added. Delinquent tax rolls are used to finance delinquent tax notes of which the
proceeds are used to pay off the various taxing authorities around July 1. Collections of delinquent taxes (includin
penalty and interest) are kept by the county to repay the notes, with any remainder being remitted to the general fund.
Any delinquent taxes not collected after three years have elapsed trigger the property to be sold, for the price of taxes
due, at a tax sale the first Monday in May. Therefore, under the statutes, total delinquency collection is assured.

NOTE 3 - CASH AND CASH EQUIVALENTS

To facilitate better management of the county’s resources, substantially all cash is combined in one pooled operating
account. The county’s excess cash is invested principally in certificates of deposit, U.S. treasury notes, and commercial
paper primarily on a pooled investment basis.

Cash equivalents are short-term, highly liquid investments that have both of the following characteristics:

. Investments that are readily convertible to known amounts of cash

. Investments that mature in such a short period of time that their values are effectively immune from changes
in interest rates

. Original maturity of three months or less

Investments are stated at cost. Investment income of the pooled investment account is allocated monthly to the

respective funds on the basis of their average daily cash balance. As of December 31, 1993, investments consisted
of the following:

uU.S. Financial Commercial
Treasury Notes Inst. Dep. Paper Total Market

Pooled investments $7,582,506 $15,185,329 $10,260,000 $33,027,835 $33,262,997
Restriced for debt

service - 2,826,717 - 2,826,717 2,826,717
$7,582,506 $18,012,046 $10,260,000 $35,854,552 $36,089.714

The county maintains a cash and investment pool that is used by all county funds and service agencies for which the
county provides bookkeeping services. Each fund’s portion of this pool is displayed as “cash and cash equivalents"
(and investments) on the combined and individual balance sheets.

Deposits: At year-end, the carrying amount of the county’s deposits was $22,360,324, and the bank balance was

$22,846,004. Of the balances, $600,000 was covered by federal depository insurance with the remainder uninsured
and uncollateralized.

Investments: Per M.S.A. 3.843 (1), the legislative or governing body of the county has authorized the treasurer to
invest surplus funds belonging to and under the control of the commission of the county as follows:

1. In bonds and other direct obligations of the United States or an instrumentality of the United States.

2. In certificates of deposit, saving accounts, deposit accounts, or depository receipts of a bank which is a member
of the federal deposit insurance corporation or a savings and loan association which is a member of the federal
savings and loan insurance corporation or a credit union which is insured by the national credit union
administration.

3. In commercial paper rated at the time of purchase within the three highest classifications established by not less
than two standard rating services and which matures not more than 270 days after the date of purchase. Not more
than 50% of any fund may be invested in commercial paper at any time.

4. In United States government or federal agency obligation repurchase agreements.

5. In banker’s acceptance of United States banks.

6. In mutual funds composed of investment vehicles which are legal for direct investment by local units of
government in Michigan.
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The county’s investments are listed below to give an indication of the level of risk assumed by the entity at year-end.
Category 1 includes investments that are insured or registered, or held by the county and/or its agent in the county’s
name. Category 2 includes investments that are uninsured and unregistered and held by the counterparty’s trust

department or county’s agent in the county’s name. Category 3 includes investments that are uninsured and
unregistered and held by the counterparty or by its trust department or agent but not in the county’s name.

Catego Category Category Carrying Amount
1g i 2 3 and Cost Market
U.S. Treasury Notes $2,582,506 $5,000,000 $ - $7,582,506 $7,817,668
Commercial Paper 10,260,000 - - 10,260,000 10,260,000

$12,842,506 $5,000,000 $ - $17,842,506 $18,077,668

NOTE 4 - LONG-TERM NOTE RECEIVABLE

The county has a long-term note receivable from the City of Muskegon Downtown Development Authority (a Michigan
nonprofit corporation) dated August 17, 1989 {(issued in the face amount of $1,000,000, interest free), which is held
jointly by capital projects and internal service funds.

The note is included in the accompanying combined financial statements at its original face amount. The note is
collateralized by a certain tax increment financing plan and by the assignment of the related leases, which are believed
to provide adequate assurance for the realization of the notes.

NOTE 5 - PROPERTY AND EQUIPMENT

The components of property and equipment at December 31, 1993 are summarized as follows:

General
Proprietary Fixed Asset
—Funds Account Group _ Total
In-service
Land $11,671,460 $1,980,079 $13,651,539
Land improvements 13,908,201 436,792 14,344,993
Lagoons 9,517,671 - 9,517,671
Buildings and improvements 12,173,698 23,524,888 35,698,586
Machinery and equipment 14,070,926 6,016,184 20,087,110
Wastewater collection and
distribution system 18,827,840 - 18,827,840
Capitalized interest and
engineering 3,409,469 - 3,409,469
83,579,265 31,957,943 115,537,208
Less accumulated depreciation (34,998,213) - (34,998,213)
48,581,052 31,957,943 80,538,995
Construction in progress 53,372,174 1,297,475 54,669,649
$101,953,226 $33,255.418 $135,208,644

The following table summarizes the changes in the components of the general fixed assets account group for the year ended
December 31, 1993:
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Balance Additions Retirements Balance
December 31, and and December 31,
1992  Adjustments Adjustments 1993
Land $1,965,079 $15,000 $ - $1,980,079
Land improvements 450,941 14,030 28,179 436,792
Buildings and
improvements 23,551,968 52,725 79,805 23,524,888
Equipment 5,473,327 952,904 410,047 6,016,184
Construction in
progress 1,186,181 111,294 1,297,475
32,627 496 1,145,953 518,031 33,255,418
General fixed assets at December 31, 1993 are utilized in the following functions:
Legislative $5,650
Judicial 1,178,207
General county government 6,865,036
Public safety 3,837,045
Health 10,614,965
Welfare 5,530,957
Culture 744,125
Recreation 1,707,090
Convention center 2,658,725
Construction in progress 1,297,475
$33,255,418
NOTE 6 - LONG-TERM DEBT
Long-term debt of the county consisted of the following:
Balance Balance
Januvary 1, Borrowings December 31,
1993 {payments) 1993
General Long-Term Debt Account Group
Special Assessment Debt with Governmental Commitment
Series |l - payable in annual installments of $100,000
through 2004 with interest from 6% to 8% (8713) $1,200,000 $(100,000) $1,100,000
Series |l - payable in annual installments of $75,000
through 1997 with interest from 6% to 7.25% (8714) 375,000 (75,000) 300,000
Series IV - payable in annual installments of $750,000
through 1994 with interest from 5% to 5.9% (8835) 1,500,000 (750,000) 750,000
Egelston Township Extension Bonds - payable in increasing
annual instaliments ranging from $100,000 in 1993 to
$125,000 in 2000 with interest from 5% to 7% (8832) 975,000 (100,000) 875,000
Muskegon Township Extension Bonds - payable in increasing
annual installments ranging from $500,000 in 1993 to
$600,000 in 2002 with interest from 5% to 7% (8833) 5,800,000 (500,000) 5,300,000
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Laketon Township Extension Bonds - payable in increasing
annual instaliments ranging from $125,000 in 1993 to
$150,000 in 2004 with interest from 5.7% to 7% (8834) $1,700,000 ($125,000) $1,575,000

Muskegon County Water Supply System No. 1 Bonds - payable
in increasing annual installments ranging from $275,000
in 1993 to $300,000 in 2003 with interest from 5% to 7%
(8711) 3,225,000 (275,000) 2,950,000

Muskegon County Water Supply System No. 2 Bonds - payable
in annual installments of $400,000 through 1994 with interest
from 5.05% to 5.70% (8712) 400,000 - 400,000

Muskegon County Solid Waste Management No. 2 Transfer Station
Bonds - payable in annual installments of $25,000 through
1999 with interest from 5.65% to 6.5% (8716) 175,000 (25,000) 150,000

Muskegon County Water Supply North Muskegon Bonds - payable
in annual instaliments of $30,000 through 1994 with
interest from 9.80% to 12.40% (8720) 60,000 (30,000) 30,000

Northside Water Project Bonds - payable in increasing annual
installments ranging from $20,000 in 1993 to $40,000 in 2021
with interest at 5% (8719) 980,000 (20,000) 960,000

Other Debt

Muskegon County Building Authority - Convention Center

(Refunded) - payable in increasing annual installments ranging from

$155,000 in 1993 to $250,000 in 2003 with interest from

4.00% to 6.20% (3100) 2,330,000 (155,000) 2,175,000

Muskegon County Mental Health Center Bonds - payable in
increasing annual installments ranging from $185,000 in 1993
to $210,000 in 2005 with interest from 5.7% to 7.6% (3141) 2,650,000 (185,000) 2,465,000

Muskegon County Mental Health Center Bonds - payable in
increasing annual instaliments ranging from $50,000 in 1993
to $175,000 in 2010 with interest from 5.0% to 10.0% (3142) 2,100,000 (50,000) 2,050,000

Equipment purchase agreement at 17.09% payable in equal monthly
installments of $105.40 including interest through October,

1994 (2150) 1,936 (1,057) 879
Furniture purchase agreement payable in equal monthly instaliments

of $5,145.81 through May 1995 (2150) 178,944 (48,947) 129,997
Sick leave and annual time payable as used or upon

retirement or termination. (See Note 1(e) for 2,493,706

limitations on payoff) (1010) 4,036,745 (2,882,895) 3,647,556

Land purchase agreement payable in monthly installments
of $5,000 including interest at 9% per annum until
entire principal is paid (2860) 262,999 (6,078) 256,921

Total General Long-Term Debt
Account Group $27,950,624 $ (2,835,271) $25,115,353

Enterprise Funds

1971 Muskegon County Wastewater Management System No. 1
Bonds - payable in increasing annual instaliments
ranging from $950,000 in 1993 to $1,200,000 in 1997
with interest from 5% to 6% (5920) $ 5,400,000 $ (950,000) $ 4,450,000
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1989 Muskegon County Wastewater Management System No. 1
Bonds - payable in increasing annual instaliments
ranging from $500,000 in 1993 to $2,000,000 in 2008

39

with interest from 5.75% to 10.75% (5920) $22,250,000 ($500,000) $21,750,000
1992 Muskegon County Wastewater Management System No. 1
Bonds - payable in increasing annual installments ranging
from $75,000 in 1993 to $200,000 in 2008 with interest
from 3.5% to 6.4% (5920) 2,300,000 (75,000) 2,225,000
Three year promissory note payable for 3 irrigation rigs
due in monthly installments of $3,037.68 including interest
at 5.6% (5920) 59,953 (34,795) 25,158
Five year promissory note payable for caterpillar hydraulic
excavator due in monthly installments of $10,423.12
including interest at 4.58% for 60 months from January 1994
to December 1998 (5920) - 558,000 558,000
Muskegon County Building Authority (County Fairgrounds) -
payable in increasing annual installments ranging
from $50,000 in 1994 to $200,000 in 2009 with interest
from 9.5% to 10% (5083) 2,300,000 -0- 2,300,000
Ten year promissory note payable for building improvements
ot 6% interest payable in annual installments of $6,114
including interest through 2000 (5810) 34,149 (4,066) 30,083
Total Enterprise Funds $32,344,102 $ (1,005,861) 31,338,241
Internal Service Funds
Data processing equipment at 7.0% payable in equal monthly
installments of $4,941.62 including interest through
December, 1993 (6660) $56,901 ($56,901) $ -0-
General Obligation Tax Notes
Delinquent Tax Series
1989 - payable in annual instaliment of $1,000,000 in 1993
with interest at 9.1% (6189) 1,000,000 (1,000,000) -0-
1990 - payable in annual instaliment of $1,750,000 in 1993
at 7.35% (6190) 1,750,000 (1,750,000) -0-
1991 - payable in annual installment of $4,250,000 in 1994
with interest at 6.15% (6191) 8,500,000 (4,250,000) 4,250,000
1992 - payable in annual instaliment of $4,300,000 in 1994, 11,200,000
$4,300,000 in 1995 with interest from 3.5% to 4.5% (6192) -0- (2,600,000) 8,600,000
Total Internal Service Funds $11,306,901 $ 1,543,099  $12,850,000
Total Long-Term Debt (including current maturities
of proprietary fund types long-term debt) $71,601,627 $ (2,298,033) $69,303,594
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The total requirement for payment of principal and interest amount to $69,303,594 and $28,579,836, respectively,
at December 31, 1993 as follows:

Enterprise Internal Service Long-Term Debt

~_Funds Funds Account Group

1994-1998 $20,216,152 $13,512,625 $16,949,384
1999-2003 16,517,662 - 10,774,733
2004-2008 15,136,821 - 2,051,578
2009-2013 1,684,100 - 656,375
2014-2018 - - 255,000
2019 - - 129,000
$53,554,735 $13,512,625 $30,816,070

The special assessment bonds were issued by the county pursuant to contracts entered into with the City of Norton
Shores, Egelston Township, Muskegon Township, Laketon Township, Fruitport Township, Village of Fruitport, City of
Muskegon, Dalton Township, and the County Road Commission for the financing of additional sewage collection and
disposal and water supply systems for the contractees. Under the terms of the agreements, the contractees are to pay
the county each year amounts sufficient to provide for debt service. The full faith and credit of the county and that
of the respective participating municipalities are pledged for repayment of the bonds.

The Muskegon County Wastewater Management System No. 1 Bonds issued are a general obligation bond issue
repayable from the proceeds of contract payments by participating users in the system. The full faith and credit of the
county and that of participating municipalities are pledged for repayment of the bonds. Cash and other assets
aggregating $2,098,017 are restricted for the purpose of meeting principal and interest payments.

The general obligation tax notes are issued by the county to pay the various local units of government their respective
share of delinquent property taxes. The notes are collateralized by the assets of the respective Delinquent Tax
Revolving Funds ($20,901,251 at December 31, 1993) and the full faith and credit of the county.

The general obligation debt of the county is issued to pay for the construction of a new Community Mental Health
Center repayable from building leases and patient revenues. The full faith and credit of the county is pledged for
repayment of the bonds. In addition, ad valorem taxes can be levied if revenues are not sufficient to cover debt service
requirements. County Building Authority Bonds were used to build a new convention center in combination with a new
200-room hotel. The full faith and credit of the county is pledged for repayment of the bonds. County Building
Authority Bonds were used to remodel the former Department of Social Services building for Community Mental Health.
Lease payments are pledged for the payment of annual debt service along with the full faith and credit of the county.
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Combined Schedule of Annual Principal Requirements for
Bonded Debt Outstanding at December 31, 1993

Total Total Principal

Total Total General Delinquent Due Every

Year Water Sewer Obligation Tax __Totals Five Years
1994 $725,000 $3,325,000 $460,000 $8,550,000 $13,060,000
1995 295,000 2,975,000 510,000 4,300,000 8,080,000
1996 320,000 3,050,000 560,000 3,930,000
1997 330,000 3,125,000 560,000 4,015,000

1998 330,000 2,625,000 610,000 3,565,000 32,650,000
1999 330,000 2,625,000 660,000 3,615,000
2000 330,000 2,600,000 710,000 3,640,000
2001 330,000 2,475,000 715,000 3,520,000
2002 335,000 2,750,000 740,000 3,825,000

2003 335,000 2,175,000 740,000 3,250,000 17,850,000
2004 35,000 2,200,000 540,000 2,775,000
2005 35,000 1,950,000 560,000 2,545,000
2006 35,000 2,200,000 350,000 2,585,000
2007 35,000 2,200,000 350,000 2,585,000

2008 35,000 2,200,000 375,000 2,610,000 13,100,000
2009 35,000 375,000 410,000
2010 35,000 175,000 210,000
2011 35,000 35,000
2012 40,000 40,000

2013 40,000 40,000 775,000
2014 40,000 40,000
2015 40,000 40,000
2016 40,000 40,000
2017 40,000 40,000

2018 40,000 40,000 200,000
2019 40,000 40,000
2020 40,000 40,000

2021 40,000 40,000 80,000

$4,340,000 $38,475,000 $8,990,000 $12,850,000 $64,655,000 $64,655,000

The following fund balances represent long-term debt amounts available in other funds:
EDC Loan Revolving $ 282,088
Dynatorque Loan 138,080

Debt Service Funds
Designated for debt service 3,236,547

$3,656,715

NOTE 7 - PENSION PLAN
The county participates in the Michigan Municipal Employees’ Retirement System. In accordance with Governmental
Accounting Standards Board (GASB) Statement No. 5, the plan is classified as an agent multi-employer Pension
Employee Retirement System (PERS). The following are the disclosures required by the statement:

Benefits Provided

The County of Muskegon employees are covered for retirement benefits under the Michigan Municipal Employee’s
Retirement System. All eligible county employees receive a service credit month for each month during which they
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work at least ten (10) six (6) hour days. An employee may retire under M.E.R.S. at age 60 with ten or more years
of service. Retirement may be taken at age 55 with 15 years of service with benefits reduced by 1/2 of 1% for each
month under age 60. Upon completion of ten years service, an employee has Deferred Service status and will not
lose retirement benefits when leaving county employment prior to age 60 (unless employee contributions are
withdrawn). Deferred Service status would permit drawing retirement benefits at age 60.

'll;hos? groups which have Benefit Program F55 may retire at age 55 with 25 years of service with no reduction in
enefits.

After completion of 30 months of county service, an employee going to another reciprocal unit as defined under Act
No. 88, P.A. of 1961, as amended, will receive (at the time of retirement) benefits for time spent with the county.

The county subscribes to Plan B-1 with the following benefits:

1.7% of average final compensation* multiplied by years and months of service credit;
And, to Plan B-3 with the following benefits:

2.25% of AFC with a maximum of 80% of FAC multiplied by years and months of service credit;
And, to Plan C-1 with the following benefits: .

1.2% of first $4,200 plus 1.7% of amounts over $4,200 of average final compensation* multiplied by years
and months of service credit.

* Average final compensation is determined by adding your consecutive 60 months of highest earnings of
credited service and dividing the total by 5.

For those employees who contribute toward their retirement, following is the formula for computing those
contributions: 3% on yearly earnings up to $4,200 and 5% on yearly earings over $4,200.

Retirement credit is earned while an employee is off on a compensable work-related accident. However, no
service credit is given for months spent off on any other type of disability or unpaid leave.

Plan B-2: Non-Bargaining Employees, Sheriff, Undersheriff

Plan B-3: GEU Employees; District Court Employees

Plan B-3: with F55: Sheriff Deputy and Command Unit Employees

Plan B-1: Brookhaven AFSCME Employees; Brookhaven LPN Employees; Wastewater Employees, Sheriff Non-Union
Plan C-2: Health Dept. Nurses

Total 1993 payroll was $32,137,327 of which $29,339,617 was for employees covered under the plan.

Pension Benefit

The amount shown below as the “pension benefit obligation" is a standardized disclosure measure of the present
value of pension benefits, adjusted for the effects of projected salary increases, estimated to be payable in the
future as a result of employee service to date. The measure is the actuarial present value of credited projected
benefits and is intended to (1) help users assess the plan’s funding status on a going-concern basis, (2) assess
progress being made in accumulating sufficient assets to pay benefits when due, and (3) allow for comparisons
among public employee retirement plans. The measure is independent of the actuarial funding method used to
determine contributions to the plan.

The pension benefit obligation was determined as part of an actuarial valuation of the plan as of December 31,
1992. Significant actuarial assumptions used in determining the pension benefit obligation include (a) a rate of
retum on the investment of present and future assets of 8.0% per year compounded annually, (b) projected salary
increases of 5.5% per year compounded annually, aftributable to inflation, (c) additional projected salary increases
ranging from 0.0% to 4.2% per year, depending on age, attributable to seniority/merit, and (d) the assumption
that benefits will not increase after retirement.

:‘M"December 31, 1992, the assets in excess of the pension benefit obligation were $1,657,539, determined as
ollows:
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NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
December 31, 1993
NOTE 7 - PENSION PLAN - Continued
Pension Benefit Obligation:
Retirees and beneficiaries currently receiving benefits $11,952,719

Terminated employees not yet receiving benefits 1,573,230

Current employees:
Accumulated employee contributions including allocated

investment income 2,277,567
Employer financed - vested 21,976,390
Employer financed - non-vested 5,009,799

Total Pension Benefit Obligation $42,789,705
Net assets available for benefits, at cost
(At market: $50,857,810) 44,447,244
Assets in Excess of the Pension Benefit Obligation $ 1,657,539

During the year ended December 31, 1992, the plan experienced a net change of $6,808,908 in the pension
benefit obligation. There were no changes in actuarial assumptions during the year. The change in the pension
benefit obligation resulting from benefit changes, if any, has not been computed.

Contributions Required and Contributions Made

MERS funding policy provides for periodic employer contributions at actuarially determined rates that, expressed
as percentages of annual covered payroll, are designed to accumulate sufficient assets to pay benefits when due.
The normal cost and amortization payment for the year ended December 31, 1992, were determined using an
attained age actuarial funding method. Unfunded actuarial accrued liabilities, if any, were amortized as a level
percent of payroll over a period of 30 years.

During the yeor ended December 31, 1993, employer contributions totaling, $1,193,500 were made in
accordance with contribution requirements determined by an actuarial valuation of the plan as of December 31,
1990. Employer contributions represented 3.93% of projected covered payroll (projected payroll is equal to
1.08362 times December 31, 1990, valuation payroll).

The effect of changes in actuarial assumptions or methods affecting the December 31, 1990 actuarial valuation
and the effect of changes in benefit provisions, if any, on the computed employer contribution was not computed.

Significant actuarial assumptions used to compute contribution requirements were the same as those used to
compute the standardized measure of the pension benefit obligation.

Computed Contribution Comparative Schedule

Weighted
Average*
Fiscal Valuation Dollar Contribution for Fiscal Year Computed
Yr. Ending Date Computed Valuation Contrib.
December 1 December 31 Reqular Minimum Actual Payroll Rates as % of

Valuation Payroll
Regular Minimum

1983 1981 $1,416,700 $1,416,700 $1,416,700 $13,584,162 9.49 9.49
1984 1982 1,388,604 1,388,604 1,388,604 13,787,949 9.16 9.16
1985 1983 1,550,540 775,280 775,333 14,547,061 9.70 4.85
1986 1984 1,552,040 0 0 15,338,935 9.21 0.00
1987 1985 1,657,460 0 0 16,393,363 9.20 0.00
1988 1986 1,867,140 0 0 17,849,453 9.52 0.00
1989 1987 1,827,328 0 0 19,097,665 8.83 0.00
1990 1988 1,987,796 0 0 20,752,973 8.84 0.00
1991 1989 2,142,264 0 520,000 22,115,804 8.94 0.00
1992 1990 2,500,828 0 1,001,000 23,496,830 9.82 0.00

Note: Actuarial assumptions were revised for the 1981, 1984, and 1987 valuations.

* Weighted average computed contribution rate is equal to the contribution dollars divided by the valuation payroll
projected to the oppropriate fiscal year. The current projection factor is equal to 1.08362.

43



NOTE 7 - PENSION PLAN - Continued

County of Muskegon
NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
December 31, 1993

Analysis of Funding Progress

(2)

(6)
Unfunded PBO

(1) Pension (3) (4) (5)
Valuation Net Assets Benefit Percent Unfunded Annual As a percent of
Date Available Obligation Funded PBO Covered Covered Payroll
December 31 _For Benefits (PBO) (1)/(2) (2)-(1) Payroll (4)/(5)
1978 $5,399,783  $6,582,485 82% $1,182,702  $9,819,156 12%
1979 6,611,363 7,622,951 87 1,011,588 10,304,367 10
1980 8,174,609 9,406,945 87 1,232,336 11,902,034 10
1981 9,951,161 9,678,896 103 (272,265 13,584,162
1982 11,887,353 11,407,214 104 (480,139) 13,787,949
1983 14,358,863 11,934,058 120 2,424,805 14,547,061
1984 21,502,761 15,964,316 135 5,538,445) 15,338,935
1985 24,413,371 18,247,453 134 6,165,918) 16,393,363
1986 27,552,131 20,416,192 135 7,135,939 17,849,453
1987 30,868,440 22,080,093 140 8,788,347) 19,097,665
1988 32,507,918 24,718,782 132 7,789,136) 20,752,973
1989 35,239,112 27,331,596 129 7,907,516) 22,115,804
1990 37,604,868 31,894,288 118 5,710,580) 23,496,830
1991 40,780,187 35,980,797 113 4,799,390) 24,999,422
1992 44,447,244 42,789,705 104 1,657,539) 27,266,493

Note: Total retired life liabilities are reflected above, beginning in 1984. Actuarial assumptions were
revised in 1981, 1984, and 1987 valuations.

Analysis of the dollar amounts of net assets available for benefits, pension benefit obligation, and unfunded pension
benefit obligation in isolation can be misleading. Expressing the net assets available for benefits as a percentage
of the pension benefit obligation provides one indication of the plan’s funded status on a going-concern basis.
Analysis of the percentage over time indicates whether the system is becoming financially stronger or weaker.
Generally, the greater this percentage, the stronger the plan. The unfunded pension benefit obligation and annual
covered payroll are both affected by inflation. E?ressing the unfunded pension benefit obligation as a percentage
of annual covered payroll approximately adjusts tor the effects of inflation and aids analysis of the progress being

made in accumulating sufficient assets to pay benefits when due. Generally, the smaller this percentage, the
stronger the plan.

Three-Year Historical Trend

A three-year history of the significant factors for PERS are: 1990 1991 1992
Net assets available for benefits as a percentage of pension

obligation 118% 113% 104%
Percentage of assets in excess of pension obligation to annual

covered payroll 24% 19% 6%
Employer contributions percentage of annual covered payroll 0% 2% 4%

Full pension disclosure with 10-year historical trend data is available in a separately published report from
Michigan Municipal Employees’ Retirement System, or the county.

Information from the plan’s administrator is not available to permit the county to determine the actuarial present
value of non-vested accumulated plan benefits.
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NOTE 8 - OVERVIEW TOTAL COLUMNS

Included in the combined financial statements are total columns captioned *memorandum only" to indicate that they
are presented for informational purposes only. In accordance with generally accepted accounting principles for
municipal governments, adjustments to eliminate interfund transactions have not been recorded in arriving at such
amounts and, therefore, the memorandum totals are not intended to fairly present the financial position and results
of operations of the County of Muskegon, taken as a whole. Additionally, the amounts shown for 1993 in the
"memorandum only" columns are included only to provide a basis for comparison with 1993 amounts and are not
intended to present all information necessary for a fair presentation of financial position and results of operations
in accordance with generally accepted accounting principles.

NOTE 9 - SEGMENT INFORMATION FOR ENTERPRISE FUNDS

The county maintains eight enterprise funds which provide various services. Segment information for the year
ended December 31, 1993 is presented below for each of these activities.

Solid Waste Muskegon
Fairgrounds Solid Waste Fly Ash Transfer County
Operations. ~ Management Program _Station _ _Airport _
Operating revenues $275,361 $1,832,557 $129,091 $197,507 $606,218
Depreciation and
amortization 61,490 203,181 15,397 22,939 338,999
Operating income (loss) 126,546 887,138 (83,813) (7,386) (654,370)
Operating subsidies - - - - 212
Operating transfers 220,149 50,000 - - 566,132
Net income (loss) (87,828) 1,034,093 - (4,332) (720,558)
Current capital
contributions - - - . 259,989
Property additions 38,988 2,188,012 222,317 - 836,933
Property deletions
(transfers) - 150,894 22,501 - 47,948
Total non-current 2,805,000 - - 63,677 329,495
liabilitites
Net working capital 293,716 3,575,200 2,748,880 45,911 (1,288,029)
Total assets 3,166,639 6,778,131 3,011,798 113,985 9,040,014
Total equity 239,612 6,421,380 - - 259,875
Muskegon Wastewater
Area Transit Northside Management
System Water System Total
Operating revenues $245,449 $290,606 $9,192,195 $12,768,984
Depreciation and
amotization 55,780 811 1,491,510 2,190,107
Operating income (loss) (1,391,881) 172,163 828,265 (1,515,219)
Operating subsidies 1,217,683 - 512,559 1,730,454
Operating transfers 79,887 (81,000) - 835,168
Net income (loss) (171,664) 215,523 1,520,852 1,786,086
Current capital
contributions 2,542,851 - 1,600,000 1,786,086
Property additions 2,432,630 - 861,114 6,579,994
Property deletions
(transfers) 525 - 218,486
440,354
Total noncurrent lia. - - 27,358,000 30,556,172
Net working capital 168,763 604,372 8,466,545 14,615,358
Total assets 5,922,738 605,426 97,146,934 125,785,665
Total equity 60,426 605,156 15,513,481 23,099,930
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NOTE 10 - LEASES
The county leases certain office space and equipment under operating leases, which expire on various dates through
1994, with aggregate minimum monthly rentals of $19,002. Rental expense under operating leases was $849,322
for the year ended December 31, 1993.

NOTE 11 - OTHER REQUIRED INDIVIDUAL FUND DISCLOSURES

Generally accepted accounting principles require disclosure, as part of the combined statements - Overview, of
certain information concerning individual funds including:

a) Individual fund interfund receivable and payable balances. Such balances at December 31, September 30 and
June 30, 1993 were:

Interfund interfund
Fund Receivable Fund Payable
General Fund (1010) $3,169,781 Foster Child Care (1110) $2,628
Child Haven (1120) 44,763
Co-Op Reimb. Pros. (1150) 23,772
Emergency Services (1190) 2,369
Marine Safety (1200) 87,025
Sheriff Road Patrol (1210) 21,506
Lasers on the Lake (2085) 3,952
Friend of the Court (2150) 245,964
Health Department (2210) , 1,065,470
Parks Development (2411) 11,100
WMET (2670) 2
JTPA (2740) 136,786
SYETP (2742) 132,252
Dislocated Workers (2745) 26,487
Secretary’s Reserve (2746) 115
OIT (2750) 25,813
Crime Victim’s Rights (2800) 7,337
Older Worker’s Prog. (2994) 10,083
Airport (5810) 1,254,703
Every Woman'’s Place (7930) 65,918
Child Care & Neglect (7960) 638
Musk. Opr.. Grad. (7983) 1,027

Fiscal Year Difference

Health Department (2210) 71
3,169,781 3,169,781
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NOTE 11 - OTHER REQUIRED INDIVIDUAL FUND DISCLOSURES - Continued

Fund

Special Revenue Funds

Health Department (2210)
Comm. Mental Health (2220)
Alt. Inter. Services (2221)
JTPA (2740)

Communities First (2755)

Enterprise Funds
Solid Waste Transfer (5712)

Internal Service Funds
Central Stores (6330)

Fiscal Year Differences

Alt. Int. Services (2221)
Comm. Corrections (2640)
Health Department (2210)
Comm. Mental Health (2220)
JTPA (2740)

JTPA (2740)

JTPA (2740)

Sheriff Road Patrol (1210)
Comm. Mental Health (2220)
Alt. Int. Services (2221)
Musk. Opr. Grad. (7983)
Every Woman's Place (7930)

Interfund
Receivable

1,139,347
1,038,065
90,340
15,357
160

2,283,269

15

4,474

829
17,311
15,968
32,818
43,874

8,018
13,452
14,300
38,645

3,746

210

493

189,664

$5,647,203

Fund

General Fund (1010)
Sheriff Road Patrol (1210)
Health Department (2210)
Comm. Mental Health (2220)
Alt. Inter. Services (2221)
Comm. Corrections (2640)
JTPA (2740)

SYETP (2742)

Fiscal Year Difference
Health Department (2210)
JTPA (2740)

Communities First (2755)

Fiscal Year Difference
Health Department (2210)

Fiscal Year Difference
Health Department (2210)

General Fund (1010)
Airport (5810)

Musk. Opr. Grad. (7983)
Every Woman's Place (7930)

Interfund
Payable

$1,613,811
14,300
15,968
32,818
496,739
8,018
43,874
13,452

28,772
15,357
160
2,283,269

15

4,474

150,316
38,645
210
493

189,664

$5,647,203
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December 31, 1993

NOTE 11 - OTHER REQUIRED INDIVIDUAL FUND DISCLOSURES - Continued

b) Operating tranfers in (out) balances. Such balances at December 31, September 30 and
June 30, 1993 were:

Operating Operating
Fund transfers in transfers out
General Fund (1010) $53,000 $4,152,965
Foster Child Care (1110) 72,282
Child Haven (1120) 107,099
Co-Op Reimb. - Prosecutor (1150) 36,303
Emergency Services (1190) 131,346
Marine Safety (1200) 25,215
Park Fund (2080) 35,600
Accommodations Tax (2300) 89,077
Parks Development (2411) 4,400
Law Library (2610) 23,324
TNT Drug (2671) 50,000
Prosecutor Drug Fund (2672) 3,000
Library (2710) 472,923
Social Services (2910) 5,319
Child Care Facility (2920) 818,302
Soldiers and Sailors Relief (2930) 11,346
Economic Dev. Comm. (2960) 15,688
Health Department. (2210) 1,215,235
Comm. Mental Health (2220) 545,070
Alt. Intermed. Serv. (2221) 90,341
Convention Ctr. Debt (3100) 269,254
Water & Sewer Debt (3650) 31,000
Heritage Landing (4180) 22,384
Public Improvement (4930) 73,947
Drain Projects (8010) 34,258
Fairgrounds Operation (5082) 220,149
Solid Waste Management (5710) 50,000
Airport (5810) 566,132
Muskegon Area Transit Sys. (5880) 79,887
Northside Water (5910) 81,000
Deling. Tax Revolving (6190) 400,327
4,935,857 4,850,316

Fiscal Year Difference
Community Corrections (2640) 13,589
Health Department (2210)

99,130

$4,949,446 $4,949,446

48



County of Muskegon
NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
December 31, 1993
NOTE 11 - OTHER REQUIRED INVIDUAL FUND DISCLOSURES - Continued

c) Excess of expenditures over budget in individual funds and functions:

Fund Budget Actual

General Fund (1010)
Public Safety $5,075,517 $5,191,733
Welfare 42,525 44,807
Child Haven (1120) 301,888 339,739
Friend of the Court (2150) 1,717,619 1,744,660
Law Library (2610) 25,825 29,824
TNT Drug (2671) 10,900 11,370
Library (2710) 916,380 935,668
EDC Loan Revolving (2860) 104,708 121,161
Rambusch-Fuchs CDBG Grant (2873) 0 22,990
Brookhven Med. Care Fac. (2900) 21,944,735 30,226,412
Economic Dev. Commission (2960) 11,615 15,688
Training Partnership Act (2740) 2,081,309 2,159,703
8,481,474 8,764,604
Community Corrections (2640) 204,573 240,722
Halmond Center Debt (3142) 205,707 205,723

All expenditures over appropriations have either been paid by excess revenues, operating transfers from other

funds or by the reductions of current fund balance.

d) Individual fund advances to and from other funds. Such balances at December 31 were:

Advances to Advances from
Fund other funds other funds
General Fund (1010) to:
Central Stores (6330) $30,000 $ -
Drain Revolving (6010) 21,500 -
Airport (5810) 56,447 -
Equipment Revolving (6660) 567,118 -
Water and Sewer Debt (3650) 13,677 -
Drain Revolving (6010) - 21,500
Fairground Operation (5082) - 555,000
Solid Waste Managment (5710) 50,000 -
Equipment Revolving (6660) - 362,000
Solid Waste Transfer (5712) - 50,000
Solid Waste Transfer (5712) - 13,677
Airport (5810) - 56,447
Insurance (6770) 273,048 -
Central Stores (6330) - 30,000
Airport (5810) - 273,048
Equipment Revolving (6660) - 567,118
Solid Waste Management (5710) 362,000 -
Deling. Tax Revolving (5082) 555,000 -
$1,928,790 $1,928,790
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December 31, 1993

NOTE 12 - DEFERRED COMPENSATION PLANS

The county offers its employees two deferred compensation plans created in accordance with IRC Section 457. The
plans, available to all employees, permit them to defer a portion of their current salary until future years. The

deferred compensation is not available to the employees until termination, retirement, death or unforeseeable
emergency.

All amounts of compensation deferred under the plans, all property and rights purchased with such amounts, and
all income attributable to such amounts, property or rights are, until made available to the employee or other
beneficiary, solely the property and rights of the county without being restricted to the provision of benefits under
the plans, subject only to the claims of the county general creditors.

Participants’ rights created under the plans are equivalent to those of general creditors of the county and only in
an amount equal to the fair market value of the deferred account maintained with respect to each participant.

b|?' the past, the plans’ assets have been used for no purpose other than to pay benefits. In addition, the county
elieves

| that it is unlikely that it will use the assets to satisfy the claims of general creditors in the future. All assets are
isted

at market value as of December 31, 1993

It is the opinion of the county that the county has no liability for losses under the plan, but does have the duty

of care that would be required of an ordinary prudent investor. The following is a breakdown of the current
investment balances in the fund:

1993 1992

Balanced Funds $1,116,541 $924,011
Bond Funds 328,847 280,381
Stock Funds 1,746,353 1,229,629
Guaranteed Funds 5,767,685 5,172,805
Index Funds 121,118 76,671
Cash Management Funds 76,995 41,330

Total Funds Invested $9,157,539 7,724,827

Total contributions for the year ended December 31, 1993 were $1,155,875 with investment earnings totaling

sggg%,ggB Management fees were $15,886 while disbursement for withdrawals and monthly disbursements totaled

NOTE 13 - OTHER POST EMPLOYMENT BENEFITS

In addition to the pension benefits described in Note 7, the County provides postretirement health care benefits,
in accordance with County policies, to all employees who retire from the County on or after attaining the age of
55 with at least 15 years o? service. Currently 233 retirees meet those elibility requirements. The County pays

100 percent of the amount of premium for medical and hospitalization costs and reimburses retirees for a portion
of their dental costs. The County also pays 100 percent of the premium for a Medicare supplement for each retiree
eligible for Medicare. Expenditures for postretirement health care benefits are recognized as retirees report claims
and as invoices are received from the insurance carrier. A separate fund has been established and funded for the

continued payment of these benefits for retirees. During the year, expenditures of $576,000 were recognized for
postretirement health care.

NOTE 14 - CURRENT REFUNDING

On June 15, 1992, the Muskegon County Building Authority issued a $2,330,000 bond with an interest rate of
5.962% for the purpose of a current refunding of a 10.521% bond with outstanding principal of $2,300,000.
The proceeds of the refunding issue (after issue costs and underwriting fees) were placed in an irrevocable trust with
an escrow agent until the bonds were called on July 1, 1992, The refunding met the requirements of an
insubstance defeasance. The building authority bonds were removed from the county’s General Long Term Debt
Account Group, and replaced by a new refunding bond. The county reduced its aggregate debt service
requirements Ey $525,588, which resulted in an economic gain (the difference between present values of old and
new debt service payments) of approximately $393,646.
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NOTE 15 - SETTLEMENT

The County reached an out-of-court settlement with a previous insurance carrier on a breach of contract claim.
On March 17, 1992 the County received $3.6 million in full settlement of the claim.

NOTE 16 - STATE MEDICAID TRANSFER

During 1993, the State of Michigan transferred approximately $23,000,000 in medicaid fees received from the
Federal government directly to medical care facilities. The facilities, in turn, returned a portion of these funds
back to the State. Brookhaven Medical Care Facility (Fund 2900) realized an additional $532,508 in revenue as
a result of the transfer.

NOTE 17 - DISCRETE ENTITY NOTES

The following note relates to the Muskegon County Road Commission notes as they appear in their report. The
notes are presented here to assure fair disclosure for those items as they appear in this comprehensive annual
financial report.

(a) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Compensated Absences

Vacation time earned by Commission employees is fully vested and the long-term portion is recorded in the general
long-term debt account group.

Full-time employees earn sick leave pay based upon their length of service and are allowed to accumulate up to
150 days of unused sick leave pay. Employees do not vest upon termination but vest upon retirement, death or
voluntary separation whereby up to 100% of the accumulated sick leave benefit is payable to the employee or his

estate. Because the amount of the accrual is not determinable, no liability has been recorded. Sick leave pay is
accounted for on the cash basis.

(b) CASH, CASH EQUIVALENTS AND INVESTMENTS

Deposits

At year-end, the carrying amount of the commission’s deposits was $406,132 and the bank balance was $472,404,
of fl';le bonik bslonce, $100,000 was covered by federal depository insurance and $372,404 was uninsured and
uncollateralized.

Investments

The Commission’s investments are categorized as either (1) insured or registered or for which the securities are held
by the Commission or its agent in the Commission’s name, (2) uninsured and unregistered for which the securities
are held by the financial institution’s trust department in the Commission’s name or (3) uninsured and unregistered
for which the securities are held by the financial institution, or by its trust department but not in the Commission’s
name.

At December 31, 1993, investments consisted of the following:

Carrying Market
Amount Value
Certificate of Deposit, Category (2) $4,868,184 $4,868,184
Deferred Compensation Fund, Mutual Fund 431,725 421,725

$5289.900  $5.289,909
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NOTE 17 - DISCRETE ENTITY NOTES - CONTINUED

(c) FIXED ASSETS

A summary of the changes in general fixed assets follows:

Land and improvements
Buildings

Yard and storage equip.
Road equipment

Shop equipment

Office equipment

Engineering equipment

Accumvulated depreciation
Buildings

Yard and storage equip.
Road equipment

Shop equipment

Office equipment

Engineering equipment

Plant and equipment equity

Balance Balance
January 1 December 31
1993 Additions _Retirements 1993

$749,004 $159,111 $ - $908,115
3,589,993 360,707 - 3,950,700
208,046 - - 208,046
4,931,153 479,150 51,108 5,359,195
230,117 6,557 6,000 230,674
297,925 171,012 - 468,937
98,577 68,263 - 166,840
10,104,815 1,244,800 57,108 11,292,507
1,108,586 121,809 - 1,230,395
152,308 6,470 - 158,778
3,767,399 513,947 43,127 4,238,219
139,431 15,919 6,000 149,350
198,343 26,959 - 225,302
76,476 7,246 - 83,722
5,442,543 692,350 49,127 6,085,766
$4,662,272 $552,450 $7,981 $5,206,741
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NOTE 17 - DISCRETE ENTITY NOTES - CONTINUED
(d) LONG-TERM DEBT

Long-term debt consisted of the following as of December 31, 1993:

Special loan program-1983 $833,246
Special loan program-1984 138,228
Special loan program-1985 501,216
Self-Insurance Pool 210,116

$1,682,806

The Commission participates in the Michigan Department of Transportation Special Loan Program. Loans have been
made available for the express purpose of constructing improvements to the roadway system or facilities related to
roadway operations. Pursuant to the provisions of Act 51, Public Acts of Michigan, 1951, the Commission has
irrevocably pledged a sufficient amount of funds to be received from the Michigan Transportation Fund to meet
future obligations of these loans.

The annual requirements to amortize all long-term debt outstanding as of December 31, 1993, including interest
payments of $551,431, follow:

Years Ending Special Loan Self-Insurance

December 31 Programs Pool Total
1994 $338,244 $65,740 $403,984
1995 338,014 35,592 373,606
1996 337,518 61,252 398,770
1997 337,011 47,532 384,543
1998 336,582 - 336,582
Thereafter 336,752 - 336,752
$2,024,121 $210,116 $2,234,237

A summary of general long-term debt account group transactions for the year ended December 31, 1993 follows:

Balance at January 1, 1993 $1,901,390
Repayments 218,586
Balance at December 31, 1993 $1,682,806
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GENERAL FUND

The General Fund accounts for all revenues and expenditures
applicable to the general operations of county government except
those required to be accounted for in another fund. Revenues are
derived from property taxes and intergovernmental revenues.
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SCHEDULE OF EXPENDITURES, COMPARED TO BUDGET (GAAP BASIS)

Legislative
Personal services
Supplies
Other services and charges
Capital outlay

Judicial
Personal services
Supplies
Other services and charges
Capital outlay

General government
Personal services
Supplies
Other services and charges
Capital outlay

Public safety
Personal services
Supplies
Other services and charges
Capital outlay

Health
Personal services
Supplies
Other services and charges
Capital outlay

County of Muskegon

General Fund

Year ended December 31, 1993

Variance
favorable 1992
Budget Actual (unfavorable) Actual
$182,184 $178,329 $3,855 $217,450
9,000 8,540 460 5,795
38,447 33,495 4,952 42,996
229,631 220,364 9,267 266,241
3,472,751 3,543,389 (70,638) 3,317,205
168,309 132,776 35,533 188,838
1,045,733 999,995 45,738 1,038,114
17,056 13,406 3,650 9,282
4,703,849 4,689,566 14,283 4,553,439
4,402,018 4,506,585 (104,567) 4,340,333
217,386 204,018 13,368 290,755
1,422,609 1,218,746 203,863 1,252,775
39,073 35,717 3,356 7,918
6,081,086 5,965,066 116,020 5,891,781
4,115,755 4,244,524 (128,769) 4,139,242
469,600 482,596 (12,996) 449,699
485,662 457,145 28,517 569,811
4,500 7,468 (2,968) 5,438
5,075,517 5,191,733 (116,216) 5,164,190
574,994 570,569 4,425 543,114
$ 574,994 $ 570,569 $4,425 $543,114
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SCHEDULE OF EXPENDITURES, COMPARED TO BUDGET (GAAP BASIS) - CONTINUED

Welfare
Personal services
Supplies
Other services and charges
Capital outlay

Culture
Personal services
Supplies
Other services and charges
Capital outlay

Recreation
Personal services
Supplies
Other services and charges
Capital outlay

Other
Personal services
Supplies
Other services and charges
Capital outlay

County of Muskegon

General Fund

Year ended December 31, 1993
1993
Variance
favorable 1992
Budget Actual (unfavorable) Actual

- $ . . -
25 25 - 27
42,500 44,782 (2,282) 38,405
42,525 44,807 (2,282) 38,432
57,915 59,564 (1,649) 78,066
13,240 12,490 750 10,961
57,575 49,529 8,046 43,319
4,000 3,990 10 2,458
132,730 125,573 7,157 134,804
- - - 40,000
- - - 40,000
17,100 10,321 6,779 24,094
261,015 60,505 200,510 89,846
278,115 70,826 207,289 113,940
$ 17,118,447 $ 16,878,504 $ 239,943 $ 16,745,941

57



SPECIAL REVENUE FUNDS

The Special Revenue Funds account for specific activities (other
than special assessments and major capital projects) requiring
separate accounting because of legal or regulatory provisions or
administrative action.

Foster Child Care (1110)--to account for the receipt of monies
from the state and county for use in supporting foster children
in foster care homes.

Child Haven (1120)--to account for the receipt of monies from the

state and county for use in supporting foster children at Child
Haven, a centralized care facility.

Cooperative Reimbursement - Prosecutor (1150)--to account for
monies granted to the county by the Michigan Department of Social
Services for the prosecuting attorney’s department to provide
services to aid ADC recipients in accordance with the HHS

approved state plan to establish paternity and securing child
support.

Emergency Services (1190)--to account for monies granted to the
county by the state and appropriated from the General Fund for the
purpose of maintaining a department to provide essential services
during emergency or disaster conditions.

Marine Safety (1200)--to account for monies granted to the county
by the Department of Natural Resources and appropriated from the
General Fund for the purpose of establishing a comprehensive marine
safety program in the county and to provide sheriff’s patrol and
protection for the county’s Lake Michigan shoreline and inland
lakes and waterways.

Sheriff Road Patrol (1210)--to account for monies granted to the
county by the state for the purpose of providing additional car
miles of traffic safety enforcement, emergency assistance, safety
inspection and accident prevention patrol of roads and parks as
described in P.A. 416 of 1978.
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Lasers on the Lake (2085)--to account for contributions from
private sources to run a laser light show on the Muskegon Lake
lakefront during the summer.

Friend of the Court (2150)--to account for monies received by
Muskegon County from state grants. The money is used to assist in
establishing paternity and securing child support payments.

Health Department (2210)--to account for monies received by
Muskegon County from federal and state grants. The Health
Department is a large complex system servicing county residents by
providing numerous programs. Some examples are: environmental
health, air pollution, communicable disease, alcohol prevention,
dental care, maternity care, family planning, personal health and
nurses support.

Community Mental Health (2220)--to account for monies earmarked to
provide mental health services within the county. Monies are
provided by federal, state and county appropriations, grants and
contributions and charges for services. This fund has several
separate programs for the mentally impaired and developmentally
disabled individuals. Both out-patient and in-patient services for
for adults and children are provided.

Alternative Intermediate Services (2221)--to account for monies
received by state and local contributions and charges for services
to provide homes within the local communities for developmentally
disabled individuals.

Accommodations Tax (2300)--to account for the collection and
related expenses connected with a four percent excise tax which is
imposed on all persons engaged in the business of providing rooms
for transient guests within the County of Muskegon. It has been
adopted pursuant to Act No. 263, Public Acts of the State of
Michigan, 1974 and an ordinance adopted by the Muskegon County
Board of Commissioners on February 20, 2981.

Parks Development (2411)--to account for monies received by
Muskegon County from state and local grants to finance improvements
to various county parks.
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Sewage Facilities Step One (2430)--to account for monies granted to
the county by the Environmental Protection Agency to finance the
facilities planning that will ultimately end with building sewer
lines to connect with the county’s wastewater system. The
facilities plan is a comprehensive study of the collection system
and treatment facilities that may be required to serve a given area
for the next twenty years.

Budget Stabilization (2570)--to account for monies appropriated
from the county for the purpose of maintaining the current level
and quality of public service. Funds are to be used only in the
occurrence of an identified shortfall during any single budget
period.

Law Library (2610)--to account for monies set aside for the purpose
of maintaining a law library.

Community Corrections (2640)--to account for monies granted to the
county by the state to provide alternatives such as tethers, bail
screening, and additional probation, to alleviate jail overcrowding
problems.

WMET (2670)--to account for monies earmarked to provide drug law
enforcement under the provisions of Public Act 135 of 1985.

TNT Drug (2671)--to account for proceeds of forfeited property
seized in connection with a violation of the controlled substance
statutes. These funds are set aside for drug law enforcement.

Prosecutor Drug (2672)--to account for the 10% administrative costs
assessed to local municipalities on the proceeds of forfeitures in
connection with drug related crimes handled by the Prosecutor’s
Office.

Silent Observer (2673)--to account for donations received from
various sources to be used as rewards for silent observer
information.

Library (2710)--to account for monies which are set aside for the
county library. The county library was established in 1938, under
Act 138 of PA 1917, and operates nine branches to promote the
development of county citizens. County appropriations, state
grants and district court penal fines account for the major
revenues in this fund.
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Jobs Training Partnership Act (JTPA)--to account for federal pass-
through funds from the state received by the county as a prime
sponsor for Muskegon and Oceana Counties under the Jobs Training

Partnership Act. These funds are targeted for training and
employment programs for the unemployed and economically
disadvantaged citizens of Muskegon and Oceana counties. It

consists of training programs for skilled labor shortage areas in
the private sector.

Summer Youth Employment Training Program (SYETP) (2742)--to account
for federal pass-through monies from the state received for the
operation of a summer youth employment program.

Dislocated Workers (2745)--to account for state and federal pass-
through grant monies used to fund training programs to retrain
persons laid off from specific industries.

Secretary’s Reserve (2746)--to account federal pass-through grant
monies targeted towards workers dislocated from automotive related
downturns.

On-the-Job Training (OJT) (2750)--to account for federal pass-
through and state grants specifically received for on-the-job
training for unemployed and economically disadvantaged citizens.

Communities First (2755)--to account for state grants specifically
received for a pilot social welfare reform demonstration project.

Crime Victims’ Rights (2800)--to account for federal and state
funds received by the county to pay for coordinators to work with
and support victims of a crime. The coordinators advise victims of
their rights, make referrals to appropriate counseling agencies, if
necessary, and acts as a liaison between the victim and the
criminal justice system.

EDC Loan Revolving (2860)--to account for monies granted from the
State of Michigan Department of Commerce, and Federal Revenue
sharing to accommodate loans made by the County of Muskegon
Economic Development Commission to area businesses for expansion of
those businesses.

Dynatorque Loan (2870)--to account for monies received from the
state for the purpose of encouraging economic development and
business expansion in the county.
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Cherry Hill Loan (2871)--to account for monies from the state for
the purpose of encouraging economic development and business
expansion in the county.

Rambusch-Fuchs CDBG Grant (2873)--to account for monies from the
federal government for use in the construction of a commercial
lighting company in the County of Muskegon.

Brookhaven Medical Care Facility (2900)--to account for revenues
received from, and expenditures for, the operation of the county
medical care facility. The major sources of revenue include
charges for services rendered to patients which are paid for by
Medicare, Medicaid, private insurance, and patients by their
representatives.

Social Services (2910)--to account for monies received from the
state and county for Aid-to-Dependent Children and General
Assistance recipients.

Child Care Facility (2920)--to account for foster child care in the
county. The major portion of the monies comes from state and
county appropriations. This fund is used to aid children who need
to be placed outside their homes.

Soldiers and Sailors Relief (2930)--to account for monies earmarked
for indigent veterans. This fund is required by state law.

Veterans Trust (2940)--to account for monies received from the
state to aid U.S. military veterans who are residents of the State
of Michigan.

Remonumentation Program (2890)--to account for grants received from
the State of Michigan for surveying and reestablishing section
corners.

Muskegon County Economic Development Commission (2960)-- to account
for monies received from the county general fund appropriation for
the primary purpose of encouraging business expansion in the
county.
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Mental Health Building (2970)--to record the revenues received from
Hackley Hospital and Community Mental Health for use in maintaining
the Community Mental Health Building.

John R. Campbell Building (2971)--to record the revenues received
from Community Mental Health for the rental and maintenance of the
John R. Campbell Building.

Victim Restitution (2980)=--to account for fines from juvenile
traffic offenders and used to repay victims for property damaged by
the juveniles.

Older Workers’ Program (2994)--to account for state grant monies
received and used to provide employment and training services to
persons over age 55 in Muskegon and Oceana Counties. The purpose
of this program is to increase the labor force participation rate
of persons over age 55 through the efficient and coordinated use of
public and private service resources.
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