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

County of Muskegon

Muskegon, Michigan 49442

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, 1996, is submitted herewith. This report has been audited
by BDO Seidman, LLP, 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.

TDD (616) 722-4103 « An EEO / ADA / AA Employer
recycled®aper



The Reporting Entity and Its Services

In conformance with Government Accounting Standards Board Statement
#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 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 495 employees and is in
the leisure activities market, producing bowling equipment.

GTE North - This company, locally based, has approximately 350 employees
and provides communication services throughout the state of Michigan.

Howmet Turbine Components Corp. - This company has approximately 1,800
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 has approximately 800 employees. They
manufacture a high-grade coated paper used in the printing of corporate
annual reports.

Dana Corporation - This company has approximately 1,300 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.

General Dynamics Corporation - This company has approximately 400 employees
and manufactures military engines and is a large prime defense contractor.

Employment Data

For the period from January, 1993 through December, 1996, Muskegon County unemployment
rates as compared to statewide rates were as follows:

County State County State County State County State

1996 1996 1995 1995 1994 1994 1993 1993
January 6.5 5.6 7.3 6.3 9.8 6.3 9.3 7.8
February 6.9 5.5 7.3 6.2 9.8 8.5 9.0 7.5
March 59 5.2 7.4 6.4 8.4 7.0 8.6 7.1
April 5.4 4.5 6.9 5.6 6.9 5.7 8.2 6.8
May 5.4 43 6.4 5.1 6.7 5.2 8.0 6.6
June 6.5 49 9.0 6.3 7.4 5.6 9.3 7.4
July 6.8 5.4 7.5 6.0 8.1 6.5 8.5 7.8
August 55 4.2 6.6 4.9 7.8 5.8 7.8 6.3
September 5.3 4.2 6.0 4.6 8.8 5.3 7.9 6.6
October 5.1 42 5.6 39 6.2 4.7 8.4 6.5
November 53 4.2 6.3 4.2 55 4.2 8.3 6.5
December 4.7 4.2 6.5 47 4.7 4.1 8.0 6.8
Average 58 47 69 54 15 57 85 10

Muskegon County’s unemployment rate has declined 32% as compared to 1993. This decline is
attributed to the strong retail and tourism growth seen in the area. Muskegon County’s growth and image
as a good place to live, work, and do business, will even further reduce the unemployment rate.



General

The economic climate in West Michigan has again improved.
During 1996, several projects were initiated and completed, improving the county’s

economic base, communications, business climate and quality of life. Chief
among them are:

Received approximately $1 million grant for development of Airport Business Park.
Successfully recruited the U.S. Coast Guard Air Station to Muskegon.

Completed the third year of a three year project to install and implement a county-wide computer
system for enhanced financial and management information.

Negotiated Muskegon Regional Center/Baker College land swap, acquiring 130,000
sq. ft. of office space for $1.

Completed depot project and relocated Convention & Visitors Bureau to operate in it.

Opened Structural Concepts in Business Park.

Issued Quality of Life Bonds at a very low interest rate and initiated L.C. Walker and Frauenthal
remodeling.

“Initiated study for Large Site Industrial Park.

Successfully located E-Coaters of Michigan at Airport Business Park, creating 50 new jobs.

Budgetary Control

Budgetary control is maintained at the departmental or activity level. Proposed expenditures are
compared to authorized limits. Those expenditures which would result in overexpenditures of authorized
budgets are withheld for appropriate resolution. Personnel expenditures are controlled through a position
control system and approved with the annual budget, which identifies the number, description and pay
ranges of all personnel for all activities. Other operating and capital expenditures are monitored through
a purchasing system which verifies approval and authority.



neral Governmenta nues

Revenues for the county general and special revenue funds totaled $92,412,123, a 1.0 percent
increase over last year. The major source of these revenues was property taxes totaling $14,138,772.
Intergovernmental receipts totaled $26,826,223 and charges for services totaled $46,360,780. The detail
of general governmental revenues as compared to the prior year is as follows:

Percent 1996

1995 1996 Increase Percent

(000} (000) [Decrease) of Total
Taxes $13,627 $14,138 3.8% 15.3%
Licenses & Permits 1 10 - -
intergov't. Revenue 27,984 26,826 {4.1) 29.0
Chaorges for Services 45,192 46,362 2.6 50.2
Fines & Forfeitures 1,075 1,033 (3.9) 1.1
Investment Income 1,269 1,612 27.0 1.8
Other 2,352 2,431 34 2.6

The revenue increase of 1% is indicative of a stable economy. The investment revenue increase reflects
better interest rates and better investment management in the county.

investment Income

(1.8%) Taxes
(15.3%)

(1.1%)

Fines & Foreitures

(2.6%)

Other

Charges for Services

1996 General and Special Revenue Fund Revenues
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1. vernmental itures

Expenditures for the county’s general and special revenue funds totaled $92,484,530,
1.4 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 $61,057,462 or 66 percent of
total expenditures. A summary of expenditures by general category is as follows:

Percent 1996
1995 1996 Increase Percent
(000) {000) (Decrease) of Total
Legislative $249 $245 (1.6)% 0.3%
Judicial 5,072 5,403 6.5 5.8
General Co. Government 9,524 10,571 11.0 11.5
Public Safety 6,860 7,348 7.1 7.9
Health & Mental Health 60,042 61,057 1.7 66.0
Welfare 4,863 4,309 (11.4) 4.6
Culture 1,668 1,734 4.0 1.9
Recreation 298 326 9.4 0.4
Other 265 151 {43.0) 0.2
Capital Outlay 2,361 1,340 {(43.2) 1.4
$91,202 $92,484 1.4% 100.0%

(4.6%)
Welfare

(66.0%)

Health & Mental Health

1996 General 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:

1996
Increase
1993 1994 1995 1996 (Decrease)
(000) (000) (000) (000) Over 1993
Judicial $ 4,676 $ 4,758 $ 5072 $ 5,403 16 %
General Co. Government 8,310 8,614 9,524 10,571 27
Public Safety 5,942 6,357 6,860 7,348 21

The highlighted areas jumped due to increased pension costs, new computer and
telecommunication equipment and additional personnel.

Enterprise Operations

The county’s enterprise funds in 1996 provide a detailed analysis of operations relating to tourism
and business within the county:

1996 1996
Income (Loss) Unreserved
Transferred to Retained Earnings
Retained Earnings (Deficit)
Fairgrounds Operation $86,079 $451,216
Solid Waste Management 649,322 -
Fly Ash Program - -
Solid Waste Transfer
Station (15,582) -

Muskegon Co. Airport (145,180) 1,223,939
Transit System (175,558) 185,230
Northside Water 267,863 1,022,232
Wastewater Mgmt. System (713,520) 13,649,223

11



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

1992 1993 1994 1995 1996

Average gallons per day

(000) 33,000 32,000 33,040 33,040 32,000
Operating revenues (000) $8,041 $9,192 $9,457 $9,457 $12,790
Operating expense before

depreciation (000) $6,870 $6,872 $10,046 $10,046 $9,133
Operating profit (loss)

(before transfers) (000) $1,387 $1,521 ($1,789) $(1,789) ($1,839)

The Wastewater Management System ended the fiscal year with a retained earnings balance of
$15,282,156 (of which $13,649,223 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 harness racing training track and horse stalls for the horse racing industry.

Debt Structure

The general obligation debt of the county is $19.5 million. A county mental health center was built
for 3.5 million in 1980 and bonds were issued for that amount. 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. A renovation of the arts and sports complex was approved by the voters in 1995 and
bonds of 16 million were issued in 1996. Ad valorem taxes of .47 mills were levied to make all bond and
interest payments through the last bond year of 2016.

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
$2,497,060,814. The county’s current general obligation debt is $17,910,000. The ratio of debt to
assessed value was .72 percent. The general obligation debt per capita was $112.65.

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 miillion 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



County airport bonds of 3.0 million, issued in 1994, were used to construct a new terminal building

at the airport. Passenger facility fees are legally mandated for the payment of annual debt service (Fund
5810-Airport).

The county’s limited obligation debt is composed of bond issues for water, sewer, and sanitary
treatment facilities, and totals $30,898,000. This debt is considered self-supporting as user fees are
pledged to retirement.

General Obligation Limited Tax notes are the next largest debt, totaling $9,000,000. 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 deposits, 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.

Safeguarding (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 is used where available. If 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 $3,352,385 in 1996,
and $3,048,552 in 1995. Interest returns on investments in 1996 and 1995 were as follows:

1996 1995
Treasury Bills 4.11-7.57 % 4.11-7.57 %
Certificates of Deposit 5.05-7.18 3.8-7.18
Commercial Paper 5.19-5.98 4.86-7.16
Money Market 45-55 4.50-5.50

The average daily investment was $47.5 million. Treasury bills averaged $14.9 million.
Certificates of deposit averaged $23.9 million. Commercial paper averaged $8.3 million, and money
market funds averaged $.4 million. This resulted in an average yield of 7.06 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.

13



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 county departments.
County of Muskegon policy with regard to risk management is to determine whether or not the risk poses
a serious exposure to loss 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 1996
however, independent auditors were engaged for the twenty second consecutive fiscal year to perform an
annual audit of the county’s books of account, financial records, and transactions. The opinion of BDO
Seidman, LLP, 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, 1995. This was the
eighteenth 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
rogressive manner.

es7e ully su
M
F Bednarek

ministrator/Cgntroller
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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.

.

dnk Bedn rek
inistr or/Controller

=00/

Jagsi M. Elwell
Ce al Services Director

oseph W. Siedenstrang
Accounting Director
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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, 1995

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.

Pre51de

/ NP

Executive Director
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BDO Seidman, LLP 801 W. Norton Avenue
B D O Accountants and Consultants Muskegon, Michigan 49441-4155
E—— Telephone: (616) 739-9441
Fax: (616) 733-0031

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, as of and for the year ended December 31, 1996 (June 30, 1996 and
September 30, 1996 for certain special revenue funds and trust and agency funds). These general
purpose financial statements are the responsibility of the County of Muskegon’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
discretely presented component unit. 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, Government
Auditing Standards, issued by the Comptroller General of the United States and the provisions of
Office of Management and Budget (OMB) Circular A-128, Audits of State and Local Governments.
Those standards and OMB Circular A-128 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, as of December 31, 1996 (June 30, 1996 and September 30, 1996 for
certain special revenue funds and trust and agency funds), and the results of its operations and the
cash flows of its proprietary funds for the year then ended in conformity with generally accepted
accounting principles.

In accordance with Government Auditing Standards, we have also issued a report dated April 4,

1997 on our consideration of the County of Muskegon’s internal control structure and a report
dated April 4, 1997 on its compliance with laws and regulations.

17



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 statistical data 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. Such information, except for the portion marked "unaudited” on which we express no
opinion, 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.

B0 Soihian, 1P

Muskegon, Michigan
April 4, 1997
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County of Muskegon
NOTES TO COMBINED FINANCIAL STATEMENTS
December 31, 1996

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 me 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 September 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, 1996

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND OTHER MATTERS - Continued
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 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. In
accordance with GASB 20, Paragraph 7, Muskegon County has elected not to apply FASB pronouncements issued after
November 30, 1989, in relation to proprietary fund activities.

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 1996 include property taxes levied on December 1, 1994, and collected
in early 1995. The "1996 property taxes" levied on December 1, 1996, became a lien on that date and will be
collected principally in early 1997. These taxes have been recorded as a receivable and as deferred revenue at
December 31, 1996, since they are not available to fund expenditures until 1997. 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. 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
revenue is removed from the combined balance 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.
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County of Muskegon
NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
December 31, 1996

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 Governmental Accounting Standards
Board, Statement #16, 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 $5,229,330 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

termination. Upon retirement or death, personnel receive 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 and reserved are:

Designated for Officer Training $10,856
Special Revenue

Emergency Services $ 13,646

Park Fund 178,107

Friend of the Court 39,729
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County of Muskegon
NOTES TO COMBINED FINANCIAL STATEMENTS-CONTINUED
December 31, 1996

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

Special Revenue - continued

Accommodations Tax 20,965
Michigan Enforcement Team (WMET) 9,480
TNT Drug 17,237
Prosecutor Drug Fund 4,904
Silent Observer 169
Library 24,631
Crime Victims’ Rights 4,746
EDC Loan Revolving 266,628
Dynatorque Loan 395,944
Cherry Hill Loan 32,978
Rambusch-Fuchs CDBG Grant 3,549
Child Care Facility 11,941
Victim Restitution 26,660
Community Mental Health 213,558
Mental Health Building 47,973
John R. Campbell Building 3,116
$1,315,961
Debt Service
Designated for debt service $2,731,875
$2,731,875
Capital Projects
Capital improvements designated for arts and sports complex $13,342,345
Capital improvements designated for Heritage Landing 628
Capital improvements designated for drain projects 224,456
Capital improvements designated for water and sewer projects 160,553
13,727,982
Enterprise
Reserved for cell closure $5,013,211
Reserved for debt service 1,632,933
$6,646,144
Internal Service
Reserved for equipment purchases $2,082,794
Designated for insurance future costs 4,082,199
$6,164,993
Trust and Agency
Designated for perpetual care
Cemetery Trust Endowment $30,912
Medical Care Facility Endowment 68,965
99.877

h) 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 current rate structure. At December 31, 1996 and 1995, 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 $26,126 $7,992,740 $3,567,257
Current year contributions - 2,374,437 262,460
(Retirements) - transfers - net (26,126) - -

Depreciation and amortization of fixed
assets acquired through contributions

in aid of construction - {223,980) 364,630
Contributions in aid of construction at end
of year -0- $10,143,197 $3,465,087
Muskegon County
Wastewater
Management
System Total Total
(5920) 1996 1995
Contributions in aid of construction at
beginning of year $52,375,290 $63,961,413 $62,383,943
Current year contributions - 2,636,897 3,441,414
(Retirements) - transfers - net (192,500) (218,626) (58,683)
Depreciation and amortization of fixed
assets acquired through contributions
in aid of construction (1,125,167) (1,713,777) (1,805,261)
Contributions in aid of construction at end
of year $51,057,623 $64,665,907 $63,961,413
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 Committee of the
Board in September, at which time hearings on the budget are scheduled. A Public Hearing is held in September
ohr chob:r and a special meeting is held to give all elected officials the opportunity to discuss their budget with
the Board.

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

3. 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.

4. 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.

5. 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.

6. 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.

7. 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.
i)} 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.

1) The component units of government included in this report are the Muskegon County Road Commission and the
Muskegon County Department of Social Services.

2) The Muskegon County Road Commission (MCRC) and Family Independence Agency (FIA) (Fund 2910) are
discretely presented to emphasize that they are legally separate from the County. Their inclusion is based on the
County Board appointing the legislative body. The MCRC financial statements can be obtained from the MCRC
offices in Muskegon, MI. The FIA Financial Statement is included in the State of Michigan Financial Report with

the rest of the FIA offices and can be obtained from the State of Michigan Family Independence Agency in
Lansing, M.

3) The criteria established by the Governmental Accounting Standards Board (GASB) Statement No. 14 "The Financial
Reporting Entity" for determining the reporting entity includes fiscal dependency and whether the financial
statements would be misleading if the component unit data were not included. Based on the above criteria, these
financial statements present the Muskegon County Road Commission, a component unit of Muskegon County, and
include the Road Commission Operating Fund, Employee Deferred Compensation Fund, General Fixed Asset
Account Group and General Long Term Debt Account Group. The financial statements also included Department
of Social Services Special Revenue Fund as a component unit.

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

k) 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 settiement.

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.

1) Reclassifications

Certain items in the 1995 financial information have been reclassified to conform to the 1996 presentation.

m) 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 Office 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 ot OMB Circular A-87. Upon the completion of an independent audit at 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 1996, the county’s indirect cost rate was 11.3342% 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, 1996, investments consisted
of the following:

Treasury Investment Commercial
Notes Funds Paper Total Market

Pooled Investments  $15,000,000 $4,423,880 $2,500,000 $21,923,880 $21,900,460

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. The above amounts will not tie to the combined financial
statements because fiscal year end funds are included in the F/S as of their fiscal year end rather than 12/31.

Deposits: At year-end, the carrying amount of the county’s deposits was $19,267,866 and the bank balance was
$19,865,828. Of the balances, $400,000 was covered by federal depository insurance in the County’s name. The
remaining $19,465,828 is uninsured and uncollateralized.

Restricted Cash: At year-end, the restricted cash bank balance was $235,848. Of this balance, $100,000 was insured
by federal depository insurance. The remaining $135,848 was 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
sc‘:jvings ond 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.
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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.

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 securities held by the county, or its agent in the
county’s name. Cofegorn 2 includes investments that are uninsured and unregistered, held by the counterparty’s trust
department or 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.

Category Category Category Carrying Market
1 2 3 Amount
U.S. Treasury Notes $15,000,000 $ - $ - $15,000,000 $14,976,580
Commercial Paper 2,500,000 - 260,000 2,760,000 2,760,000
$17,500,000 $ - $260,000 $17,760,000 $17,736,580
Municipal sweep account 4,423,880 4,423,880
Investment held by third party
for deferred comp plans 14,939,107 14,939,107
Government 235,848 235,848
Investment Account
Total Investments $37,358,835 $37,358,835

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, 1996 are summarized as follows:

_ General
Proprietary Fixed Asset
: i unds Account Group Total
n-service
Land $11,758,585 $1,975,429 $13,734,014
Land improvements 13,%(157,2% 592,553 13,860,%34
Lagoons 517, - ,517,671
Bu%ldings and improvements 17,782,765 23,647,918 41,430,683
Machinery and equipment 17,632,986 7,706,161 25,339,147
Wastewater collection and
distribution system 61,136,962 - 61,136,962
Capitalized interest and 29.10
engineering 7.4 1 - 7.429.101
140,525,951 33,922,061 174,448,012
Less accumulated depreciation (3%,6;‘11,21;%3) 3 922’-0 ) 1(41,3;;,{15%)
Construction in progress - 8,080,565 1.297.475 9.378.040
§106!932!394 §35!219!536 §142!151!930

The following table summarizes the changes in the components of the general fixed assets account group for the year ended
December 31, 1996:
36



County of Muskegon
NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
December 31, 1996

NOTE 5 - PROPERTY AND EQUIPMENT - Continued

Balance Additions Retirements Balance
January 1, and and December 31,
199 Adjustments Adjustments 1996
Land $1,975,429 $ - $ - $1,975,429
Land improvements 591,623 930 - 592,553
Buildings and
improvements 23,425,202 222,716 - 23,647,918
Equipment 6,980,897 1,020,088 294,824 7,706,161
Construction in
progress 1,297,475 - - 1,297,475
$34,270,626 $1,243,734 §294‘824 $35,219,536
General fixed assets at December 31, 1996 are utilized in the following functions:
Legislative $5,650
Judicial 1,192,231
General county government 5,311,660
Public safety 3,860,039
Health 12,588,207
Welfare 5,657,552
Culture 812,735
Recreation 1,835,262
Convention center 2,658,725
Construction in progress 1,297,475
$35,219,536
NOTE 6 - LONG-TERM DEBT
Long-term debt of the county consisted of the following:
Balance Balance
January 1, Borrowings December 31,
199 (payments) 1996
General Long-Term Debt Account Group
Special Assessment Debt with Governmental Commitment
Series Il - ga able in annual installments of $100,000
through 2004 with interest from 6% to 7.4% (8713) $ 900,000 $(100,000) $ 800,000
Series lll - payable in annual instaliments of $75,000
through 1997 with interest at 7.25% (8714) 150,000 (75,000) 75,000
Egelston Township Extension Bonds - payable in increasing
annual installments ranging from $125,000 in 1996 to
$125,000 in 2000 with Interest from 5% to 6.1% (8832) 625,000 (125,000) 500,000
Muskegon Township Extension Bonds - 80 able in increasing
annual installments ranging from $600,000 in 1996 to
$600,000 in 2002 with interest from 5% to 7% (8833) 4,200,000 (600,000) 3,600,000
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General Long Term Debt Group-continued

Laketon Township Extension Bonds - rc able in increasing
annual installments ranging from $125,000 in 1996 to
$150,000 in 2004 with interest from 6% to 6.4% (8834) $1,325,000

Muskegon County Water Supply System No. 1 Bonds - gagable
in increasing annual installments ranging from $275,00
in 1996 to $300,000 in 2003 with interest from 5% to 6%
(8711) 2,400,000

Muskegon County Solid Waste Management No. 2 Transfer Station
Bonds - payable in annual installments of $25,000 through
1999 with interest from 6.4% to 6.5% (8716) 100,000

Northside Water Project Bonds - ga able in increasing annual
installments ranging from $20,000 in 1996 to $40,000 in 2021
with interest at 5% (8719) 920,000

Quality of Life Project Bond-payable in increasing annual
installments ranging from §2£5,000 in 1998 to $1,525,000
in 2016 with interest from 5.375% to 7.2% (4110) -

Other Debt

Muskegon County Building Authority - Convention Center

gRefunded) - payable in increasing annual installments ranging from
200,000 in 1996 to $250,000 in 2003 with interest from

5.00% to 6.20% (3100) 1,800,000

Muskegon County Mental Health Center Bonds - payable in
increasing annual installments ranging from $185,000 in 1996
to $210,000 in 2005 with interest from 6.8% to 7.6% (3141) 2,095,000

Muskegon County Mental Health Center Bonds - payable in
increasing annual installments ranging from $75,000 in 1996
to $175,000 in 2010 with interest from 5.0% to 10.0% (3142) 1,925,000

Furniture purchase agreement 8ayoble in equal monthly instaliments
of $5,145.81 through May 1996 (2150) 28,489

Sick leave and annual time payable as used or upon
retirement or termination. SSee Note 1(e) for

limitations on payoff) (1010 5,016,826
Total General Long-Term Debt
Account Group $21,485,315
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2,827,073

$14,279,015

$1,200,000

2,100,000

900,000

16,000,000

1,600,000

1,910,000

1,850,000

5,229,330

$35,764,330
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Enterprise Funds

1989 Muskegon County Wastewater Management System No. 1
Bonds Refunded - ;ayable in increasing annual installments
ranging from $545,000 in 1997 to $1,650,000 in 2005

with interest from 3.9% to 5.7% (5920)

1992 Muskegon County Wastewater Management System No. 1
Bonds - payable in increasing annual installments ranging
from $100,000 in 1996 to $200,000 in 2008 with interest
from 4.5% to 6.4% (5920)

1989 Muskegon County Wastewater Management System No. 1
Bonds-payable in 3 annual installments of $2,000 in 2006,
07, 08 with interest ranging from 5.75% to 10.75% (3912)

Five year promissory note payable for caterpillar hydraulic
excavator due in monfhlg instaliments of $10,423.12
including interest at 4,.58% for 60 months through
December 1998 (5920)

Muskegon County Building Authorit{ (County Fairgrounds) -
E_ayo le in increasing annual installments rangin
om $100,000 in 1996 to $200,000 in 2009 with interest
from 9.5% to 10% (5083)

Muskegon County Airport Terminal - payable in increasing
annual installments ranging from $75,000 in 1996 to
$280,000 in 2013 with interest from 4.75% to
5.625% (5810)

Ten year promissory note payable for building improvements
at 6% interest payable in annual installments of $6,114
including interest through 2000 (5810)

Total Enterprise Funds

Internal Service Funds

General Obligation Tax Notes
Delinquent Tax Series
1995-§cyable in annual installment of $3,150,000 in 1997

and $3,100,000 in 1998 with interest ranging from 5.55%
to 6.55% (6195)

1994 - payable in annual installment of $2,750,000 in 1997,
with interest at 6.25% (6194)

1993 - payable in annual instaliment of $4,400,000 in 1996,
with interest from 6.75% to 7.25% (6193)

Total Internal Service Funds

Total Long-Term Debt (including current maturities
of proprietary fund types long-term debt)
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$13,750,000 . $13,750,000
2,025,000 (100,000) 1,925,000
6,750,000 (750,000) 6,000,000
359,689 (120,019) 239,670
2,200,000 (100,000) 2,100,000
2,925,000 (75,000) 2,850,000
21,170 (4,843) 16,327
$28,030,859 $ (1,149,862) $26,880,997
- 7,750,000 6,250,000
(1,500,000)
5,650,000  (2,900,000) 2,750,000
4,400,000 _(4,400,000) -
$10,050,000  ${1,050,000) $ 9,000,000
$59,566,174 $12,079,153 $71,645,327
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The total requirement for payment of principal and interest amount to $71,645,327 and $29,050,020, respectively,
at December 31, 1996 as follows:

Enterprise Internal Service Long-Term Debt

Funds Funds Account Group

1997-1999 $9,191,799 $9,630,050 $16,692,843
2000-2004 15,520,858 - 15,056,426
2005-2009 12,418,538 - 8,603,755
2010-2014 1,179,063 - 8,776,031
2015-2019 - - 3,541,986
2019 - - 84,000

4,00
10,255 "$9.630,050 $52,755,042

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, 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 oncr 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 garﬁcipating municipalities are pledged for repayment of the bonds. Cash and other assets
aggregating $541,036 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 ($16,249,046 at December 31, 1996) 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. In addition, ad valorem taxes can be levied if revenues
are not sufficient to cover debt service requirements. In 1995, the voters approved a 16 million General Obligation
Bond issued in 1996 for renovation of an arts and sports complex. Millage of .47 mills has been levied for the
repayment of the bonds through the last bond payment in the year 2016. The full faith and credit of the county is
pledged for repayment of the bonds. County Bulldma_.Auihorify onds 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, 1996

Total Total Principal

Total Total General Delinquent Due Every

ear Water Sewer Obligation Tax Totals Five Years
1997 $330,000 $1,695,000 640,000 $5,900,000 $8,565,000
1998 330,000 2,780,000 920,000 3,100,000 7,130,000
1999 330,000 2,700,000 1,025,000 4,055,000
2000 330,000 2,670,000 1,135,000 4,135,000

2001 330,000 2,515,000 1,195,000 4,040,000 28,000,000
2002 335,000 2,760,000 1,275,000 4,370,000
2003 335,000 2,145,000 1,335,000 3,815,000
2004 35,000 2,135,000 1,215,000 3,385,000
2005 35,000 1,850,000 1,365,000 3,250,000

2006 35,000 2,200,000 1,240,000 3,475,000 18,268,000
2007 35,000 2,200,000 1,325,000 3,560,000
2008 35,000 2,200,000 1,435,000 3,670,000
2009 35,000 1,550,000 1,585,000
2010 35,000 1,460,000 1,495,000

2011 35,000 1,425,000 1,460,000 11,770,000
2012 40,000 1,540,000 1,580,000
2013 40,000 1,680,000 1,720,000
2014 40,000 , 1,500,000 1,540,000
2015 40,000 1,525,000 1,565,000

2016 40,000 1,525,000 1,565,000 7,970,000
2017 40,000 40,000
2018 40,000 40,000
2019 40,000 40,000
2020 40,000 40,000

2021 40,000 40,000 200,000

2022 0

$3,000,000 $27,850,000 $26,310,000 $9,000,000 $66,160,000 $66,160,000

The following fund balances represent long-term debt amounts available in other funds:

Debt Service Funds 2,731,875
Designated for Debt Service 2731575

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 Muske%on em;lz;loyees 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 (6Lhour 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.

Those grougs which have Benefit Proa:am F55 may retire at age 55 with 25 years of service with no reduction in
benefits. 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 final average compensation* multiplied by years and months of service credit;

And, to Plan B-2 with the following benefits:

2.0% of final average compensation* multiplied by years and months of service credit;

And, to Plan B-3 with the following benefits:

2.25% of FAC with a maximum of 80% of FAC multiplied by years and months of service credit;
And to Plan B-4 with the following benefits:

2.5% of FAC 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 FAC * multiplied by years and months of service
credit.

And, to Plan C-2 with the following benefits:

2.0% of FAC panoble until unreduced social security is available. Upon attainment of this age, the benefit
reverts to base benefit A, C-New, C-Old, C-1 New, C-1 Old or B-1.

*Final average compensation (FAC) 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, Brookhaven Non-Union, Mental Health Aides, Wastewater
Plan B-2: With F55: Sheriff, Undersheriff, elected officials, Admin., Health Dept. nurses

Plan B-3: GEU Em;loyees; District Court Employees

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

Plan B-1: Brookhaven AFSCME Employees; Brookhaven LPN Employees;

Plan B-1: With F55: Sheriff non-union

Total 1996 payroll was $33,567,134, of which $32,709,667 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, (g) 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 tunding 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,
1995. Significant actuarial assumptions used in determining the pension benefit obligation include (a) a rate of
return on the investment of present and future assets of 8.0% per year compounded annually, (b& projected salary
increases of S.Waeper year compounded annually, attributable to inflation, () 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 increase 2.5% per year ofter retirement for persons under Benefit E-1 or E-2. At December 31,
1995, the assets were more than the pension benefit obligation by $391,682, determined as follows:
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NOTE 7 - PENSION PLAN - Continued

Pension Benefit Obligation:
Retirees and beneficiaries currently receiving benefits $19,002,840
Terminated employees not yet receiving benefits 1,925,609

Current employees: L ) )
Accumulated employee contributions including allocated

investment income 2,430,734
Employer financed - vested 28,220,173
Employer financed - non-vested 6,611,685

Total Pension Benefit Obligation $58,191,041
Net assets available for benefits, at cost
(At market: $68,834,697) 58,582,723
Assets in excess of the pension benefit obligation $ 391,682

During the year ended December 31, 1996, the plan experienced a net change of $3,745,068 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 is $53,691.

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 anmenf for the year ended December 31, 1996, were determined usin? 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 year ended December 31, 1996, employer contributions totaling, $490,238 were made in accordance
with contribution requirements determined by an actuarial valuation of the plan as of December 31, 1993.
Employer contributions represented 2.59% of projected covered payroll (projected payroll is equal to 1.07593 times
December 31, 1993, valuation payroll).

The effect of changes in actuarial assumptions or methods affecting the December 31, 1993 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

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

&9922@ Minimum
1986 1984 1,552,040 0 0 15,338,935 21

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
1993 1991 2,669,580 0 1,193,500 24,999,422 9.85 0.00
1994 1992 3,201,036 0 627,000 27,266,493 10.83 0.00
1995 1993 2,451,644 490,328 490,328 17,624,509 12.93 2.59

Actuarial assumptions were revised for the 1981, 1984, 1987, and 1993 valuations.

* Weighted average computed contribution rate is equal to the contribution dollars divided by the valuation payroll
projected to the appropriate fiscal year. The current projection factor is equal to 1.07593.
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In 1995, an unfunded actuarial accrued liability of $1,722,169 occurred, representing 6% of the covered payroll of
$29,938,585.

Amortization of Unfunded Acruarial Accrued Liabilities

Unfunded actuarial accrued liabilities are amortized by level percent of payroll contributions over a 30-year period.
For municipalities that have particiated in MERS for under 10 years, the amortization period begins at 40 years and
reduces each year until it reaches 30. Active member payroll is assumed to increase 5.0% a year for the purpose
of determining the level percent contributions.

Employer contributions of $5,151,520, representing 17% of covered payroll and employee contributions of $67,666,
|r.e;:Jr?senting 2% of payroll were made in 1995 to cover normal cost and to amortize any unfunded actuarial accrued
iability.

Analysis of Funding Progress

(6)

Unfunded
(2) (assets in

(1) Pension (3) (4) (5) excess of) PBO

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)

1981 9,951,161 9,678,896 103 272,265 13,584,162 2
1982 11,887,353 11,407,214 104 480,139 13,787,949 3
1983 14,358,863 11,934,058 120 2,424,805 14,547,061 17
1984 21,502,761 15,964,316 135 5,538,445 15,338,935 36
1985 24,413,371 18,247,453 134 6,165,918 16,393,363 38
1986 27,552,131 20,416,192 135 7,135,939 17,849,453 40
1987 30,868,440 22,080,093 140 8,788,347 19,097,665 46
1988 32,507,918 24,718,782 132 7,789,136 20,752,973 38
1989 35,239,112 27,331,596 129 7,907,516 22,115,804 36
1990 37,604,868 31,894,288 118 5,710,580 23,496,830 24
1991 40,780,187 35,980,797 113 4,799,390 24,999,422 19
1992 44 447 244 42,789,705 104 1,657,539 27,266,493 6
1993 49,423,044 47,935,418 103 1,487,625 27,624,509 4
1994 52,723,804 54,445,973 97 1,722,169 29,938,585 6
1995 58,582,723 58,191,041 101 (391,681 29,474,040 0

Note: Total retired life liabilities are reflected above, beginning in 1984. Actuarial assumptions were

revised in 1981, 1984, 1987, and 1993 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. Expressing the unfunded pension benefit obligation as a percentage
of annual covered payroll approximately adjusts for 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.

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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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 rreseni the financial position and results
of operations of the County of Muskegon, taken as a whole. Additionally, the amounts shown for 1996 in the
"memorandum only" columns are included only to provide a basis for comparison with 1995 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, 1996 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 $142,693 $1,382,774 $240,615 $ - $846,666
Depreciation and

amortization 69,600 415,216 23,421 5,511 461,485
Operating income (loss) (39,541) 171,123 (109,485) (6,447) (894,502)
Operating subsidies - - - - 63,080
Operating transfers 332,605 100,000 - - 816,119
Net income (loss) 86,079 649,322 - (15,582) (441,626)
Current capital

contributions - - - -

990,451

Property additions - 26,939 - - 1,310,479
Property deletions

(transfers) - 590 - 4,455 966,157
Total non-current - 4,257,026
liabilitites 2,555,000 5,058,400 862,304
Net working capital 453,280 8,258,832 3,871,084 - 136,361
Total assets 3,145,684 10,228,112 4,203,008 - 16,647,380
Total equity 451,216 5,013,211 - 1,223,939

Muskegon Wastewater
Area Transit Northside Management
System Water System Total

Operating revenues $301,014 $532,745 $11,731,665 $15,178,172
Depreciation and
amortization 366,581 - 1,493,887 2,835,701
Operating income (loss) (1,713,980) 360,228 2,162,491 (70,113)
Operating subsidies 1,240,540 - - 1,303,620
Operating transfers - (144,926) - 1,103,798
Net income (loss) (540,188) 267,863 (1,838,687) (1,832,819)
Current capital

contributions 257,656 - 210,599 1,458,706
Property additions 815,367 - 464,225 2,617,010
Property deletions

(transfers) 12,969 - 19,271 1,003,442
Total non-current
liabilities - - 21,814,670 34,547,400
Net working capital 225,537 1,022,232 7,910,149 21,877,475
Total assets 4,099,098 1,056,383 89,728,414 129,108,079
Total equity 185,230 1,022,232 15,282,156 23,177,984

NOTE 10 - LEASES

The county leases certain office space and equipment under operating leases, which expire on various dates
through 1996, with aggregate minimum monthly rentals of $12,000. Rental expense under operating leases
was $721,276 for the year ended December 31, 1996.
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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 induding:

a) Individual fund interfund receivable and payable balances. Such balances at December 31, September 30 and
June 30, 1996 were:

Interfund ‘ Interfund
Fund Receivable Fund Payable
General Fund (1010) $5,073,264 Co-Op Reimb. Pros. (1150) $43,883
Marine Safety (1200) 91,718

Sheriff Road Patrol (1210) 42,215

Copsahead (1220) 13,205

Friend of the Court (2150) 638,524

Health Department {2210) 797,792

Parks Development (2411) 17,875

Community Corrections ( 2640) 122,541

JTPA-Adult (2740) 227,003

JTPA-Youth (2741) 38,251

SYETP (2742) 154,096

Workfirst (2751) 76,820

School to Work (2753) 66,609

Communities First (2755) 41,613

Family Center (2756) 93,263

Family Center Summer Prog. (2757) 64

Children’s Justice Act (2810) 4,574

Juvenile Court CASA Program (2820) 141

Briggs & Stratton CDBG (2875) 23,757
Remonumentation Program (2890) 3,497

Brookhaven Med. Care Facil. (2900) 1,046,630

Veterans Trust (2940) 1,653

Henry Street Building (2972) 42,398

Older Worker's Program (2992) 24,819

Convention Center Debt (3100) 33

Quality of Life Construction (4110) 291,684

Dalton Township Sewer (4650) 374

Muskegon County Airport (5810) 730,953

Muskegon Area Transit (5880) 320,760

Whitehall Twpship. Sewer Proj. (8840) 116,519

$5,073,264 $5,073,264
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NOTE 11 - OTHER REQUIRED INDIVIDUAL FUND DISCLOSURES - Continued

a) Individual fund interfund receivable and payable balances - Continued
were:

Interfund Interfund
Fund Receivable Fund Payable
Special Revenue Funds
Health (2210) 1,069,212 General (1010) 2,000,002
Comm. Mental Hith. (2210) 680,647 Communities First (2755) 8,098
Alt. Intermediate Sves. (2221) 105,599 Public Improvement (4930) 19,089
Community Corrections (2640) 62,193 Solid Waste Mgmt. (5710) 33
JTPA-Adult (2740) 46,361 Equipment Revolving (6660) 3,489
SYETP (2742) 100,000 insurance (6770) 232
Juvenile Ct.-CASA (2820) 7,742
Child Care Facility (2920) 480 Fiscal Year Differences
John R. Campbell Bldg. (2971) 19,089
Henry St. Building (2972) 44,685 JTPA-Adult (2740) 4,585
JTPA-Youth (2741) 100,000
Juvenile Ct.-CASA Program (2820) 480
$2,136,008 $2,136,008
%lr;f_?{selsii:rogmm (5711) 1,300,000 Msk Twpship Sthsd Water Proj. (8844) 1,300,000
71,300,000 71,300,000

Fiscal Year Differences

Trust and Agen
Central Dlspafcﬁ (7708)

024 Muskegon Co. Wastewater Mgmt. (5920) _ 1,024
—1.024 ’ ? 1,024
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NOTE 11 - OTHER REQUIRED INDIVIDUAL FUND DISCLOSURES - Continved

b) Operating transfers in (out) balances. Such balances at December 31, September 30 and

June 30 were:

Fund

General (1010)

Co-Op Reimb. Pros. (1150)
Emergency Services S] 190)
Marine Safety (1200

Parks (2080)

Friend of the Court (2150)

Health Department (2210)
Community Mental Health (2220)
Alternative Intermediate Services (2221)
Accommodations Tax (2300)

Parks Development (2411)
Community Corrections (2640)
Law Library (2610)

Prosecutor Drug Fund (2672)
Library (2710)

Juvenile Court-CASA Program (2820)
Remonumentation Program (2890)
Brookhaven Medical Care Facility (2900)
Social Services 42910)

Child Care (2920)

Muskegon County EDC (2960)
Henry Street Building {2972)
Water and Sewer Debt (3650)
Convention Center Debt (3100)
Fairgrounds Operations (5082)
Solid Waste Management (5710)
Fly Ash (5711)

Muskegon County Airport (5810)
Northside Water O & M (5910
Delinquent Tax Revolving (6193)
Drain Projects (8010)

Fiscal Year Differences

Co-Op Reimb. Pros. 9150)
Friend of the Court (2150)
Health Department (2210

Health Department (2210
Community Mental Health (2220)
Community Corrections (2640)
Henry Street Building (2972)
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Operating
transfers in

$2,550
61,931
148,081
35,617
69,360
31,352
955,261
690,201
103,782

102,068
90,114
55,635

564,419
32,506
7,746

5,842
1,867,504
965

41,196
44,926
298,150
332,605
100,000

816,119

46,392

146,558
3,411

10,970

Operating

transfers out

$6,081,193

102,068

98,150

2,550

144,926
532,605

9,566
1,650

27,921

$7,000,629

$7,000,629
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NOTE 11 - OTHER REQUIRED INDIVIDUAL FUND DISCLOSURES - Continued

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

Fund Budget
General Fund (1010)
Circuit Court $1,027,655
District Court 1,952,150
Cobo Hall Tax 86,018
State Probation 29,511
Diversion Program 79,546
CASA 0
Grand Jury 0
Administration 712,295
Elections 122,880
Clerk 245,044
Circuit Court Records 179,419
Prosecutor 1,266,841
Register of Deeds 267,888
Shady Grove Cemetery 3,668
Maintenance 704,174
Building Security 35,944
Harris Buildin 36,024
Heritage Landing 44,697
Union Depot . 37,496
Print Shop 114,020
Health 86,215
State Institutions 168,465
Park Fund (2080) 315,712
Law Library (2610) 50,324
WMET (2670 11,043
Prosecutor Drug Fund (2672) 2,530
JTPA-Youth (2741) 254,603
Children’s Justice Act (2810) 67,600
Dynatorque Loan (2870) 200
Remonumentation Program {2890 51,731
Brookhaven Med. Care Facil. (2900) 21,401,291
Child Care Fund (2920) 2,618,795
Muskegon County Future Fund (2961) 42,816
Henry St. Building (2972) 31,794
Victim Restitution (2980) 14,000

Actual

$1,071,302
2,008,198
88,509
31,602
95,808

145

7

732,271
149,294

55,869
21,907,764
2,864,492
56,844
41,896
20,192

All expenditures over appropriations have either been paid by excess revenues, operating transfers from other funds
or by the reductions ot current fund balance.
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NOTE 11 - OTHER REQUIRED INDIVIDUAL FUND DISCLOSURES - Continued

d) Individual fund advances to and from other funds. Such balances At December 31, 1996 were:

vances to vances from
Ad Ad f
Fund other funds other funds
General Fund (1010
Drain Revolving (6010) 21,500
Central Stores (6330) 30,000
Equipment Revolving (6660 567,118
Fairground Operations (5087) 555,000
Solid Waste Management {5 10; 307,160
Muskegon County Airport (5810 1,487,025
Drain Revolving (6010) 21,500
Delinquent Tax Revolving (6193) 555,000
Central Stores (6330) 30,000
Equipment Revolving i6660 567,118
Equipment Revolving (6660 307,160
Insurance (6770) 1,487,025
$2,967,803 $2,967,803
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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 untoreseeable
emergency.

All amounts of compensation deferred under the plans, all properly 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 tﬁe county without ‘:eing 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.

In the past, the plans’ assets have been used for no purpose other than to pay benefits. In addition, the county
believes that it is unlikely that it will use the assets to satisfy the claims of general creditors in the future. All
assets are listed at market value as of December 31, 1996.

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:

1995 1996
Balanced Funds $1,523,235 $2,085,728
Bond Funds 636,183 607,925
Stock Funds : 3,060,146 4,649,153
Guaranteed Funds 6,996,859 7,227,200
P i I
ash Management Funds 13
Total Funds Invested 12,759,51 14 107

Total contributions for the year ended December 31, 1996 were $1,433,562 with investment earnings totaling
$1,17Z,§16§.1 6A§gnagemeni fees were $61,860, while disbursement for withdrawals and monthly disbursements
totale , .

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 of service. Currently 255 retirees meet those elibility requirements. The County pays up
to 100 percent of the amount of premium (depending on length of service at time of retirement) 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 trust fund has been established and funded for the continued payment of these benefits for
retirees. During the year, expenditures of $869,871 were recognized for post-retirement health care.

NOTE 14 - STATE MEDICAID TRANSFER

During 1996, the State of Michigan transferred approximately $12,700,000 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. Our facility (Fund 2900) realized an additional $300,000 in revenue as a result of the transfer.
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NOTE 15 - RISK MANAGEMENT

The County is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; error
and omissions; injuries to employees and the public; and natural disasters. The County has a self-insurance (intemal
service) fund to account for and finance its uninsured risk of losses. Under this program, the self-insurance fund
provides coverage for up to a maximum of $300,000 for each Workers’ Compensation claim, $250,000 for each

eneral liability claim and $50,000 for each property damage claim. The County purchases commercial insurance
?or claim in excess of the stated coverages and for all other risks of loss. Settled claims have not exceeded this
commercial coverage in any of the past three years.

All funds of the County participate in the program and make payments to the self-insurance fund based on
experience estimates of the amounts needed to pay prior and current year claims and to establish a designation
for catastrophic losses with the exception of Brookhaven Workers’ Compensation claims which are funded directly
by the department on actual claims paid. The designated amount at December 31, 1996 was $4,082,199 and is
reported as a designation of the self-insurance fund balance. The claim’s liability of $2,663,456 reported in the fund
at December 31, 1996 is based on the requirements of Governmental Accounting Standards Board Statement No.
10, which requires that a liability for claims be reported if information prior to the issuance of the financial
statements indicates that it is probable that a liability has been incurred at the date of the financial statements and
the amount of the loss can be reasonably estimated.

Changes in the funds claims liability amount in fiscal 1995 and 1996 were:

Current year claims

Beginning of and changes in Balance at

Year Liability Estimates Claim _Payments end of year
1995 $2,067,502 $609,823 ($403,404) $2,273,921
1996 2,273,921 1,477,856 (1,088,321) 2,663,456

NOTE 16 - CLOSURE AND POSTCLOSURE CARE COST

State and federal laws and regulations require the County to place a final cover on its Solid Waste landfill sites when
it stops acceﬁting waste and to perform certain maintenance and monitoring functions at the site for thirty years after
closure. Although closure and postclosure care costs will be paid only near or after the date that the landfills stops
accepting waste, the County rerorts a portion of these closure and post closure care costs as an operating expense
in each period based on landfill capacity used as of each balance sﬁeei date. The $5.9 million reported as landfill
closure and postclosure care liability at December 31, 1996, represents the cumulative amount reported to date
based on the use of 35 percent of the estimated capacity of the landfills. The remaining life ofp the landfill is
estimated to be 18 years. The County will recognize the remaining estimated cost of closure and postclosure care
of $15.4 million as the remaining estimated capacity is filled. These amounts are based on what it would cost to

perform all closure and postclosure care in 1996. Actual cost may be higher due to inflation, changes in technology,
or changes in regulations.

The County is required by state and federal laws and regulations to make annual contributions to a trust to finance
unauthorized closure and postclosure care. The County is in compliance with these requirements at December 31,
1996. The Counly expects that future inflation costs will be paid from interest earnings in the Solid Waste Funds.
However, if interest earnings are inadequate or additional postclosure care requirements are determined (due to

chan?es in technology or applicable laws or regulations, for example), these costs may need to be covered by the
trust fund set up for this purpose.
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NOTE 17-REFUNDED BONDS

On May 24, 1996, the County issued $13.75 million in Limited Tax General Obligation bonds with an average
interest rate of 4.3% to advance refund $13.75 million of outstanding 1989 series bonds with an average interest
rate of 8.33%, leaving $6.75 million of the old issue outstanding. The net proceeds of $13.6 million ‘gfter payment
of $.2 million in underwriting fees, insurance and other issuance costs) plus an additional $.4 million from available
debt funds were deposited with an escrow agent in an irrevocable trust to call on July 1, 1996 $13.75 million of
the 1989 series bonds plus $.3 million in premiums. As a result, $13.75 million of the 1989 series bonds are
defeased and the liability for these bonds has been removed for the county books.

Although the advance refunding resulted in a $.4 million uccounﬁng loss for the year ended December 31, 1996
the County in effect reduced its aggregate debt service payments by $1.1 million over the next 9 years and obtaine
an economic gain (difference between the present values of the old and new debt service payments) of $.9 million.

NOTE 18 - 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

Commission employees are granted vacation and sick leave in varyinig amounts based on length of service and
employee group. Unused vacation and sick leave days are paid to employee upon termination under limits that vary
by employee group.

The commission follows the accounting and reporting principles outlined in Governmental Accounting Standards Board
Statement, GASB #16, with regards to employees vacation and sick leave. Accrued vacation and sick leave payable
that is expected to be liquidated with expendable available resources in the governmental funds is accrued in those
funds and the long-term portion is recorded in the general long-term debt account group.

(b) CASH, CASH EQUIVALENTS AND INVESTMENTS
Deposits

At year-end, the carrying amount of the commission’s degosifs was $6,499,683 and the bank balance was
$6,517,071. Of the bank balance, $200,000 was covered by federal depository insurance and $6,317,071 was
uninsured and uncollateralized.

The commission’s deposits are categorized below according to level of credit risk: (1) insured or collateralized
deposits with securities held by the commission or by its agent in the commission’s name, (2) collateralized deposits
with securities held by the pledging financial institution’s trust department or agent in the commission’s name, (3)
uncollateralized deposifs including any bank balances that are collateralized with securities held by the pledging
financial institution’s trust department or agent not in the commission’s name.

Investments

Investments are accumulated under an eligible deferred compensation plan and may be placed at the authorization
of a governing body, with a financial institution authorized to do business in this state, a state or federally licensed
investment company or insurance company authorized to do business in this state. Such funds shall be invested as
directed by the governing body.

The road commission’s investments for the deferred compensation agency fund consist of assets held by Safeco Life
d

Insurance Company, Kemper Investors Life Insurance Company and Templeton Funds. Michigan Compiled Laws,
Section 38.1121, authorizes the road commission to invest these assets in a wide variety of investments including:
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County of Muskegon
NOTES TO COMBINED FINANCIAL STATEMENTS-CONTINUED
December 31, 1996

NOTE 18-DISCRETE ENTITY NOTES-CONTINUED

(b) CASH, CASH EQUIVALENTS AND INVESTMENTS-C ONTINUED

stocks, bonds, certificates of deposit, real estate, annuity contracts, obligations of a specific nature, and real or
personal property. The road commission’s deferred compensation investments are in accordance with statutory
authority. The nature of the investments (insurance annuities and common stock mutual funds) does not allow for
risk categorization, which is in accordance with GASB Statement #3.

(c) FIXED ASSETS

A summary of changes in general fixed assets for the year follows:

Balance Balance
January 1 December 31
1996 Additions _Retirements __ 1996

Land and improvements $958,529 $6,675 $ - $965,204
Buildings ‘ 4,137,685 21,718 . 4,159,403
Yard and storage equip. 208,046 - - 208,046
Road equipment 6,267,816 490,625 922,827 5,835,614
Shop equipment 243,277 5,825 2,380 246,722
Office equipment 417,139 4,551 52,595 369,095
Engineering equipment 189,353 7,207 9,529 187,091
Total Gen. Fixed Assets 12,421,845 536,661 987,331 11,971,175
Accumulated depreciation

Buildings 1,496,937 136,714 - 1,633,651
Yard and storage equip. 169,152 4,910 - 174,062
Road equipment 5,172,237 487,612 922,766 4,737,083
Shop equipment 177,379 12,998 2,380 187,997
Office equipment 212,804 32,005 51,098 193,711
Engineering equipment 110,484 11,823 9,529 112,778
Total accumulated depre. 7,338,993 686,062 985,773 7,039,282
Net prop., plant & equip. $5,082 852 $ (149,401) $1,558 $4,931,893
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County of Muskegon _
NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
December 31, 1996

NOTE 18 - DISCRETE ENTITY NOTES - CONTINUED
(d) LONG-TERM DEBT

Long-term debt consisted of the following as of December 31, 1996:

Special loan program-1983 $475,468
Special loan program-1984 79,212
Special loan program-1985 287,226

$841,906

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 re¢1

virements to amortize all long-term debt outstanding as of December 31, 1996, including interest
payments of $168,439, follow:

Years Endin Special Loan
December 3 Programs

1997 337,011
1998 336,582
1999 336,752

$1,010,345

A summary of general long-term debt account group transactions for the year ended December 31, 1996 follows:

Balance at January 1, 1996

$1,072,236
Repayments (230,330)
Balance at December 31, 1996 $841,906
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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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County of Muskegon
General Fund

SCHEDULE OF EXPENDITURES, COMPARED TO BUDGET (GAAP BASIS)

Year ended December 31, 1996
1996
Variance
favorable 1995
Budget Actual (unfavorable) Actual
Legislative
Personal services $210,268 $ 207,766 $2,502 $197,245
Supplies 7,250 6,386 864 6,755
Other services and charges 50,781 30,508 20,273 44,674
Capital outlay - - - -
268,299 244,660 23,639 248,674
Judicial
Personal services 3,945,803 3,953,403 (7,600) 3,753,424
Supplies 169,488 187,852 (18,364) 160,326
Other services and charges 1,221,166 1,262,152 (40,986) 1,158,773
Capital outlay 15,785 20,999 (5,214) 2,581
5,352,242 5,424,406 (72,164) 5,075,104
General government '
Personal services 5,390,129 5,380,356 9,773 4,813,807
Supplies 379,616 412,163 (32,547) 285,755
Other services and charges 2,203,749 2,154,897 48,852 1,775,191
Capital outlay 79,612 41,224 38,388 155,889
8,053,106 7,988,640 64,466 7,030,642
Public safety
Personal services 4,963,295 4,928,206 35,089 4,763,506
Supplies 532,250 535,872 (3,622) 483,757
Other services and charges 786,526 715,464 71,062 678,646
Capital outlay 7,050 4,791 2,259 65,074
6,289,121 6,184,333 104,788 5,990,983
Health
Personal services - - - -
Supplies - - - -
Other services and charges 254,680 443171 (188,491) 409,790
Capital outlay - - - -
$ 254,680 $443,171 ($188,491) $ 409,790
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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, 1996
1995
1996 Actual
Variance
favorable
Budget Actual (unfavorable) Actual
$ - - . -
69,169 68,199 970 66,977
14,240 13,495 745 13,465
71,320 67,154 4,166 67,363
154,729 148,848 5,881 147,805
35,000 - 35,000 60,563
169,060 151,071 17,989 203,964
204,060 151,071 52,989 264,527
$ 20,576,237 $ 20,585,129 (3 8,892) $ 19,167,525
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County of Muskegon
General Fund

SCHEDULE OF EXPENDITURES, COMPARED TO BUDGET (GAAP BASIS) - by Department

for the year ended December 31, 1996

Board of Commissioners
Circuit Ct.

District Ct

Cobo Hall Tax

Jury Comm

Probate Ct.

Juvenile Ct.

State Probation
Diversion Program
Casa

Grand Jury

Public defender
Administration
Elections

Accouting

Corp Counsel

Clerk

Circuit Court Records
Equalization
Personnel

Prosecutor
Purchasing

Register of Deeds
Treasurer

Shady Grove Cemetary
Maintenance

Building Security

60

Variance
favorable
Budget Actual (unfavorable)
$ 268,299 $ 244,660 $ 23,639
1,027,655 1,071,302 (43,647)
1,952,150 2,008,198 (56,048)
86,018 88,509 (2,491)
36,525 31,739 4,786
509,144 481,204 27,940
1,016,893 1,001,984 14,909
29,511 31,602 (2,091)
79,546 95,808 (16,262)
0 145 (145)
0 7 )
614,800 613,908 892
712,295 732,271 (19,976)
122,880 149,294 (26,414)
374,298 372,381 1,917
160,002 156,420 3,582
245,044 248,895 (8,851)
179,419 188,239 (8,820)
728,445 727,482 963
318,589 317,134 1,455
1,266,841 1,278,667 (11,826)
181,557 181,484 73
267,888 270,027 (2,139)
474,119 468,517 5,602
3,668 5,895 (2,227)
704,174 717,023 (12,849)
35,944 36,450 (506)



County of Muskegon
General Fund

SCHEDULE OF EXPENDITURES, COMPARED TO BUDGET (GAAP BASIS) - by Department

Harris Building
Jail Building
Heritage Landing
Union Depot
Drain

Plat Board
Gypsy Moth
Print Shop
Equipment Pool
DPW

Data Processing
Insurance
Sheriff

Training

Health

State Institutions
Veterans Burial
Co-op Ext

Wage Payoffs
Contributions

(Continued)
for the year ended December 31, 1996

Variance
favorable
Budget Actual (unfavorable)
36,024 37,748 (1,724)
185,795 178,801 6,994
44,697 68,540 (23,843)
37,496 69,203 (31,707)
151,760 145,416 6,344
2,139 1,143 996
140,145 129,485 10,660
114,020 122,381 (8,361)
23,841 21,705 2,136
173,815 158,606 15,209
1,268,584 1,105,806 162,778
99,627 99,627 0
6,279,221 6,174,639 104,582
9,900 9,694 206
86,215 93,615 (7,400)
168,465 349,556 (181,091)
0 0 0
154,729 148,848 5,881
35,000 (14,873) 49,873
169,060 165,944 3,116
$ 20,576,237 $ 20,585,129 ($ 8,892)
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SPECIAL REVENUE FUNDS

The Special Revenue Funds account for specific activities (other
than special assessments and major capital projects) requlrlng

separate accounting because of legal or requlatory provisions or
administrative action.

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.

Copsahead (1220)--to account for monies received by both federal
and local governments in providing salaries and benefits for
community oriented officers in jurisdictions with populations of
50,000 and over.

Park Fund (2080)--to account for monies received by park fees and
vehicle permits and county appropriations for operation and
administration of all park lands and properties in Muskegon County.

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.
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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 t<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>